
The Problem with Small Dollar Mortgages 
The housing field at large has traditionally focused its attention 
on two barriers to home ownership: a lack of affordable housing 
on the market, and lack of credit and/or down payment funds for 
would-be homeowners. However, they have largely neglected a 
third structural barrier: the unwillingness of banks to write small 
dollar mortgages. According to the Wall Street Journal, the vast 
majority of homes in the U.S. that cost less than $70,000 are paid 
for in cash. 

Prior research has shown that small mortgage loans are not 
inherently riskier than large ones, but are denied at higher rates. 
This trend is concerning: the gradual decrease in small dollar 
mortgages is locking out more and more low and middle income 
families from building wealth through homeownership. Many of 
these would-be homeowners are Black and Latinx families  who, 
unable to obtain financing through a mortgage, either continue 
to rent, are pushed into predatory housing practices (rent-to-own 
arrangements or contract-for-deed sales), or purchase homes that 
are out of their price range, increasing the likelihood of foreclosure 
down the line. 

Further examination into the issue reveals market and regulatory 
disincentives for banks offering small dollar mortgages. Since Dodd-
Frank, banks not only have fixed costs for extending a mortgage, 
but the anti-predatory laws implemented in the wake of the 2008 
financial crisis to regulate unscrupulous lending also limited the 
fees banks could collect on loans. Fixed costs and capped fees mean 
the work required to issue a small loan is more or less the same as for 
a large loan, while the profit margin is much less. 

Project Overview 
Forsyth County, North Carolina, home of Winston-Salem, is a 
prime example of a county with low-cost housing options that are 
out of reach for low and middle income Black and Latinx renters. 
The median value of owner-occupied housing is around $160,000, 
yet there are many inexpensive “fixer uppers” in the $40,000 to 
$85,000 range. The Center for the Study of Economic Mobility 
(CSEM) at Winston-Salem State University and New America’s 
Future of Land and Housing (FLH) are exploring the market for 
small dollar mortgages in Forsyth County and one or two other 
locations across the country. 

Through interviews with key stakeholders, including mortgage 
lenders, real estate brokers, and would-be homeowners, we will 
explore the local dynamics of small dollar mortgages, and what 
local factors contribute to barriers in access in these two locations. 
Using quantitative analysis, economic modeling, and geographic 
visualization, we will explore the economics of small dollar lending, 
as well as how a lack of access to small loans leads to a diminished 
number of buyers, falling property values, lower rates of home 
ownership, and ultimately less investment in neighborhoods. Lastly, 
we will explore recommendations that further unlock access to 
credit while still sufficiently protecting consumers from reckless 
lending practices, including revisiting policies at the local and 
federal level and scaling up existing programs. 

Timeline for 2021

For more information on this project, visit newamerica.org/future-land-housing
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Spring 2021 Summer 2021 Fall 2021

Research design, 
data collection, and interviews 

Analysis and report writing Report release and 
communications 

https://www.wsj.com/articles/small-mortgages-are-getting-harder-to-come-by-11557394201
https://www.urban.org/urban-wire/why-do-lenders-deny-small-dollar-mortgages-higher-rates
http://newamerica.org/future-land-housing


About Center for the Study of Economic 
Mobility at Winston-Salem University 
The mission of CSEM is to better understand the causes of low 
economic mobility in Forsyth County. The aim is to explore “win-
win-win” opportunities that provide positive incentives for all 
stakeholders involved. This means examining bold and innovative 
policy ideas that will improve job opportunities for residents, 
business profits and strengthen property tax bases.

About the Future of Land and  
Housing Program 

The Future of Land and Housing at New America aims to help 
solve today’s property rights challenges, both at home and abroad. 
Through our research, writing, and convening, we strive to 
connect new constituencies and shed light on underreported issues 
in the property rights space.

Contact Information 
Craig Richardson  
Founding Director  
Center for the Study of Economic Mobility,  
Winston-Salem University  
richardsoncr@wssu.edu

Sabiha Zainulbhai  
Senior Policy Analyst  
Future of Land and Housing at New America  
zainulbhai@newamerica.org 

For more information on this project, visit newamerica.org/future-land-housing

mailto:richardsoncr@wssu.edu
mailto:zainulbhai@newamerica.org
http://newamerica.org/future-land-housing

