
Recommendation
$5 million for down payment and closing cost assistance 
to serve an additional 800 households that can afford 
monthly payments, but lack the wealth needed to 
purchase a home.

$1 million for homebuyer counseling to serve more than 
900 households across the state that need more intensive 
financial education and case management services in order 
to qualify for homeownership.

Why
1. Right Time: The time is now to make a push in 

homeownership. Interest rates are still historically low, 
home prices have increased but are still affordable and 
the rental market is extremely tight with vacancy rates 
at historic lows across the state. As rents rise in this 
tight market, mortgage payments can often be lower 
than rents.

Since most new homeowners are currently renting, 
each home purchase can free up an affordable 
apartment for another household to rent.

2. Close the Gap: Minnesota has one of the highest rates of homeownership, but the third highest disparity 
in the homeownership rate between white/non-Hispanic households and households of color. While the 
rate for white/non-Hispanic households is 76.0 percent, it is just 40.6 percent for households of color and 
Hispanic ethnicity. A lack of wealth available for entry costs – including down payment and closing costs – 
contribute to the homeownership gap.

With additional resources for intensive financial empowerment education and coaching, we can also 
help close the credit gap that often keeps households of colors from qualifying for a mortgage. Under a 
pilot program introduced last year, we are contracting with 10 community-based organizations to provide 
intensive financial counseling. Already more than 500 households, 92 percent of them households of color, 
are exploring whether homeownership is right for them and improving their financial well-being to stabilize 
their household budgets and qualify for a mortgage.

3. Build Household Wealth: Homeownership is one of the leading ways low and moderate income 
Minnesotans can build wealth. On average, each year of homeownership between 1999 and 2009 
increased the wealth of African American households by nearly $8,500.* 

www.mnhousing.gov | 800.657.3769| Page 1 of 2 |

HOUSING PRIORITIES

Working to Close the Homeownership Gap  
and Build Household Wealth

“Downpayments seem to be something that holds
people back from buying a house that they could
otherwise purchase. I was grateful for having that
help. There’s security in having your own home. It’s 
something you can call your own. To my family, it 
meant a lot.”

 - Mauricio Cabrera, Minnesota Housing Borrower
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4. Lead by Example: We know what works and can build on our success with additional resources. In 2015, 
one third of Minnesota Housing mortgages were to households of color, compared to about 10 percent of 
the larger lending industry. That’s 1,148 new homeowners of color out of 3,900 total households served.

We provide three different options for down payment and closing cost loans to meet the varied needs of 
households. In 2015, nearly 90 percent of households of color received a down payment loan, proving 
this resource is critical for populations that lack savings but have good credit and can afford a monthly 
mortgage payment. 

5. Call to Action: We are proud of our track record of lending to households of color and will encourage 
the larger lending industry to follow our lead. By developing new partnerships with realtors and lenders 
who serve communities of color, using data to better understand our potential borrowers and modifying 
programs to make the most of the resources we have to reach households of color, we are seeing tangible 
and dramatic progress. 

Cost of Homeownership

Monthly costs for new homeowners are 22% lower than 10 years ago. 

Homeownership Costs in Twin Cities Metropolitan Area
October 2005 October 2015

Median Price Home $230,000 $216,000
Interest Rate 6.07% 3.80%
Monthly Mortgage Payment (PITI**) $1,860 $1,460

* Harvard University’s Joint Center for Housing Studies found (Is Homeownership Still an Effective Means of Building Wealth for Low-
income and Minority Households?  September 2013) “…while there is no doubt that homeownership entails real financial risks, there 
continues to be strong support for the association between owning a home and accumulating wealth. This relationship held even 
during the tumultuous period from 1999 to 2009, under less than ideal conditions. Importantly, while homeownership is associated 
with somewhat lower gains in wealth among minorities and lower-income households, these gains are on average still positive and 
substantial. In contrast, renters generally do not see any gains in wealth. Those who buy homes but do not sustain this ownership 
also do not experience any gains in wealth, but are generally left no worse off in wealth terms than they were prior to buying a 
home—although of course there may still be substantial costs from these failed attempts at owning in terms of physical and mental 
health as well as future costs of credit.”

**Principal, Interest, Taxes and Insurance


