ﬁEDLINING AND DISINVESTMENT
IN CENTRAL SEATTLE:

HOW THE BANKS ARE DESTROYING
OUR NEIGHBORHOODS
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REDLINING ANT DISINVT.CTMONT —- NOFINITIONS

Redlining is the practice by banks and other lending insti-
tutions of refusing home loans or requiring higher interest
rates and larger down payments to otherwise cradit worthy

people because they happen to live in a certain area. Redlining
arbitratily sets off an area, and thus the people within that
area, as ineligible for conventional investment.

Redlining can take several forms. The extreme form is outrizht
refusal to lend on amy terms on property within a radlined

area. Other ways used of discourazing residents from improvins
thair neiehborhoods are: raisinz the amount of the downpayment,
charging excess 'points', refusing to lend on propaerties older
than a prescribed age, applying overly strict structural stan-
dards to a house, shortening tne term of the loan, snd charging
higher interest rates., All of these supvosedly compensatz [or
lending in a ‘'high risk' area, according to the banks.
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[ Disinvestment is a gzaneral policy followed by tanks of takine
~~1n savings deposits from residents of a redlined arez but

rafusing to return that money, in the form of home, business,
and consumer loans, to the community that provided tho onSy .

Inetead, 'peopledeimoney is funneled. out'.of the gityato e 1
vrsted in the suburbs. No money remains to meet thz nceds o°
th2 neibhborhoods whoss cash flows elsawhere.

Pedlinine and disinvestment bsgin as a decision by bankers thsat
a neishborhood is dyine. Lendine instituticns believe th-at
they can make more money by investing their money elssawhere,
»gpecially in the suburbs) Rather than savinz our lone-
standing communities, thef invest our savings money. iw - suburbs
nd highrisce which are beyond the moderate—income family's

ice range. 3y doing this, bankers create a sel®-"ulfill-
ing prophecy of decline--and make money doing it!
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REDLINING AND DIsnt

HOW THE BANKS ARE DESTROYING OUR NEI HBORHOODS

INTROBUCT ION

The Tifeblood of & neighborhood is meney for mortgages, rehabilitation, and

\

new construction. Money invested in housing allows communities to continually  \

uild themselves and remain healthy. Where the flow of money that normally cmmeé\
nte @ neighborhood is cut off and instead drained away to support growth else- R
whare at the cost of oup neighborhoods, then our community is threatened with
spreading blight, decay and eventual death by ffnancia? strangulation.
| Neighborhoods don‘t‘decay on their own, they decline becayse ef conscious
choices that aré made by the people and institutions that new control them,

When banks and othep financial instftwt%ans'arbiﬁrar?Ty deny or discourage
the flow of money to neighborhoods, choesing instead to support the growth of
suburbs, it {s C&T?éd redlining. Redlining has eccurred in older areas of Eas®
Coast and Midwest cities for years and has resulted in the complete deterioratian
of netghborhoeds.
Redlining, ﬁhe Federation has discovered, is occurring in Seattle as well

and will have the same long-term consequences unless ft 1

i

stopped. Throughout
our communities we sea-the stgns of decay and abandonment. Only blackberries -
grow on vacant lets which should Support new homes.  After families are thrown

eut by the FHA and the mortgage companies, heuses stand as empty shells and become

the targets of vandals and arsonists. The ctty allows them to remain that way

rather than forcing them to be fixed up or toen down. Speculators buy up lots

and houses and Tet them sit -= watting to sell at a high profit." And the blight

3 g o = B & o2 o 10 4 ) 2 ] |
spreads -~ {nto the Rainier Valley and other racially transitional netghborhoods.
In a study conducted over the last five months, the Federation has complietely

searched pubTic records to determine the causes of the deterforation of our
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REDLINING ~- THE EVIDENCE

1. What Are ithe R@sponsébélities.gf‘Banks?

S ——

Traditionally, financial needs of neighborhoods have been met by Tocal lending
institutions. . Historically, savings and loans and mutual savings banks were
established to serye only their depositors. They were chartered by the Tocal
and federal governments to provide the kind of sensitive service to their local
communities which large downtown banks wouldn't offer. They were given special
compelitive advantages by the government, which let them offer higher interest
on savings deposits than commercial banks, The money they attracted was to

be used to meet the fousing needs of the communities they served.

For example, Washington Mutual, s typical representative of a neighborhood-
serving institution, has been the friend of many families because it helps
pay for bouses, boats, vacations, and schooling. People's Bank has supported
people by lending to small businesses and to contractors to butld houses.

But ‘ver the years, the mutuals and savings and Joans have neglected thefr
respunstbilities to theip service areas while maintaining their hold on their
publiciy-given priviieges. Originally meant to be netghborhood fnstitutions,
they have turned theip backs on the needs of the neighborhoeds of their deposi-
tors while seeking to make their money elsewhere,

Xashington Mutual s not the friend of many families in the Centraj Area.
Nashington Mutual, the largest real estate Tender in the county, has not writ-
ten Teans in the core area cf the Central Area since at least 1970. People's
Bank (they cliatm "it was named after us"i) has refused money to businesses

and lends enly to real estate speculators in this area, while its mortgage
cumpany has one of the worst foreclosure records 1in the city. University
Pederal Savings and Loan Toans only in afflyent nefghborhoods and has just
opened an office on Mercer Island to spend our savings money there. Thejr
compatitors join them in 11legally discriminating against our neighborhoods.

A pubTic trust has become a public abuse.
2. khich Banks Lend Where?
TSN ity —, T, - T ————

he Federatien has studied the details of over 1,150 residential,property
transfers since 1970 in the Central Area and the Ratnjer Valley (the precise
study area 5 outlined en the accompanying map), Twenty-nine percent (29%)
of the sales were etthap bought outright, financed privately, or bought on

3 rexl estate coniract. Seventy-one percent (71%) were financed by lending
institutions. It is this second category that 1s the basis for the following
presentation as those were the sales where the homebuyer went to the market
for money. o . . '

Banks, mutuals, and savings and loans do the vast majority of tending 1n King

County. They accounted for seventy-two percent (72%) of all residential Toans
in 1973 and eighty~two percent (82%) in 1974, Mortgage companies lent the -
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- CENTRAL AREA ERANCH BANKS
Branch Deposits :
Broadway Seafirst = $16,450,000 $3,126,000 19%

Broadway People's 34,225,000 1,164,000 36%
Broadway NBC , 2,081,000
Capitol Hill NBC } 7,848,000 2,386,000 30%
Madison-Pike Seafirst 5,698,000 1,525,000 27%
Madison Park NBC 1,413,000
Rainier Seafirst 5,695,000

Loans Ratio

891,000 43%

228,000 16%

| 724,000 1
TOTAL $42,5410,000 $10,0L4%,000 E%%

DEPOSITS

CENTRAL AREA BRANCH BANKS

- LOANS

$12,410,000

$10,044,000

LA

SUBURBAN BRANCH BANKS
DEPOSITS ~ LOANS

==

$26,326000 527388000

RATIO
7%

SUBUREAN BRANCH BANKS

Branch  Deposits

Bellevue East Pacific $ 1,169,000
.Bellevue Midlakes NBG. 523,000
Yarrow Bay NBC . 855,000
Issaquah NBC 2,190,000
Kent North NBC S 2,474,000
Auburn Seafirst 3,021,000
Puyallup NBC - 18,094,000

Loans Ratio

$ 1,347,000 115%
623,000 119%
1,050,000 123%
5,279,000 240%
3,245,000 131%
1,968,000 65%
13,876,000 774

TOTAL $ 28,326,000

$27,388,000 97%

DISINVESTMENT: DEPOSIT TO LOAN RATIOS

CENTRAL AREA ERANCH BANKS Versus SUBURBAN BRANCH BANKS
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