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Introduction and summary

Wealth—a family’s financial net worth—measures how well people are prepared for
the future. It allows them to purchase a home, start a business, enjoy a secure retire-
ment, and put their children through school. Wealth also provides security in the face
of emergencies, for example, allowing people to pay for unexpected health bills or pay

bills after a layoff. Wealth is essential to giving families peace of mind.

Unfortunately, the accumulation of wealth in America is highly unequal. Wealth is
increasingly unevenly distributed by race and ethnicity.' White families in America
have a median wealth of $142,180, compared with $20,765 for Latinx* families. (see
Table 1) This large wealth gap leaves Latinx families economically insecure with fewer

opportunities for upward economic mobility.

As this report documents, the gap between Latinx families and white families has
persisted for decades and shows no sign of shrinking. Moreover, this wealth gap exists
regardless of marital status, education, and income, suggesting that Latinx families

encounter systematic obstacles to building wealth.

While Latinx communities face several obstacles to building wealth, their relationship
with the labor market—the type of work they do and the kinds of jobs they hold—is

a key contributor to their ability to build wealth. Despite having similar employment
rates as whites and being more likely to have full-time work, Latinx individuals work in
jobs whose overall quality is not ideal for building wealth. They are more likely to work

in sectors with low-paying jobs that lack benefits essential to building wealth.

Simply put, Latinx families are caught in a precarious situation. Their inability to
obtain higher-paying, more stable jobs means that they must rely on short-term sav-
ings to pay daily household bills. Yet at the same time, because of the low-quality of
the jobs they hold, it is extremely difficult to save. Furthermore, Latinx families often
have to stretch whatever little bit of savings they have paying bills instead of accumu-

lating long-term savings.
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While this report focuses on the wealth gap between Latinx families and white fami-

lies, it is important to note that in 2016, the median wealth for black families stood

at $17,600—lower than either of the aforementioned groups.” In addition, while the
disparity between white families and Asian American Pacific Islander (AAPI) families is
often overlooked since, collectively, their average median wealth is similar, it is important
to note that there is significant wealth inequality among different ethnic groups within
the AAPI community, leaving many to struggle in retirement.’ Using data on household
wealth for Latinx and white families, this report lays out policy recommendations to spe-
cifically address the distinct issues that exacerbate the Latinx-white wealth gap, but which

can also be used to inform solutions to tackle wealth inequality overall.

In order to determine the extent of the wealth gap between Latinx and white families,
the authors looked closely at 2016 Federal Reserve data, which is highlighted through-
out this report. Their findings include the following:

« Latinx families had less than one-sixth the wealth of whites. In 2016, the median
wealth of Latinx households amounted to $20,76S, compared with $142,180 for
white households.* Therefore, the typical Latinx family had only 14.6 percent of the
typical white family’s wealth. (see Table 1)

* The Latinx-white wealth gap has persisted over time and widened after the Great
Recession. In 2007, just before the Great Recession, Latinx families had a median
wealth of $32,656, which equaled 17.3 percent—more than one-sixth—of white
families’ median wealth, $188,756. (see Table 1 and Figure 2) After the recession,

this share widened to less than one-sixth. (see Table 1)

* Latinx people have a somewhat stronger labor force attachment than whites. Latinx
people are employed at similar rates as whites and are more likely to hold full-time
jobs. Latinx workers are also more likely to work for somebody else than whites—75
percent of Latinx workers versus 70.8 percent of white workers. Furthermore, Latinx
couples are more likely to have two earners than white couples; 89.7 percent of Latinx

couples include two earners, compared with 85 percent of white couples. (see Table 3)

Latinx workers hold substantially worse jobs than white workers. Relative to white
workers, Latinx workers earn much lower hourly wages, are less likely to have health
insurance and retirement benefits through their jobs, and work in jobs that are much
less stable. As a result, Latinx individuals suffer from higher unemployment rates
and shorter time with employers and therefore have less time to gain access to key
benefits. They also face a greater chance of experiencing negative income shock, for

instance, due to an unexpected cut in hours.
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* Latinx families face greater financial demands. Latinx individuals tend to have
larger families and are more likely to support family members not living with them.
Therefore, they are less likely than whites to be able to afford necessities and save for

retirement or emergencies.

Latinx families have costlier debt than whites. Latinx families are somewhat less
likely to owe money, but they encounter greater financial market obstacles, such as
discrimination and product steering, when getting a loan. As a result, Latinx families
face greater debt burdens relative to their income and outstanding debt than white
families. Latinx families owe a median debt of $33,160, about one-third the median
debt of white families, $103,111; however, Latinx families’ median debt payments
relative to income are very similar to those of white families—16.9 percent

compared with 17.3 percent. (see Table 6)

The wealth gap reflects large differences in homeownership, retirement account
ownership, and business ownership. Between 2010 and 2016, less than one-
third—29.3 percent—of Latinx families had any retirement account, compared with
64.1 percent of white families. Furthermore, only 47 percent of Latinx families owned
ahome, compared with 73.7 percent of white families. And only 6.6 percent of Latinx

families owned a business, compared with 18.9 percent of white families. (see Table 7)

* Latinx families own assets with much lower values, even when they own such key
assets. Between 2010 and 2016, the median retirement account balance for Latinx
households was $20,622, compared with $64,960 for white households. (see Table 7)

Considering the persistent wealth gap between white and Latinx families, and given that
wealth is the best measure of a family’s economic well-being, policymakers at the federal

and state level should enact measures to improve the financial outlook for Latinx families.

*Authors’ note: A “Latinx” person is any individual with origins in Latin American. This
term is preferable to “Latino,” which is not gender-inclusive, as well as “Hispanic,” which
refers to people from Spanish-speaking countries—including Spain—whereas many Latin
American countries are not predominantly Spanish-speaking. That said, “Latino” and
“Hispanic” are used throughout the report when the underlying source uses such terminology.
In addition, many of the figures in this document are based off Center for American Progress

analysis of the Federal Reserve’s triennial Survey of Consumer Finances.
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The large and persistent wealth gap

Latinx families typically have a lot less wealth than white families. In 2016, the median
net worth of Latinx households amounted to just $20,765, compared with $142,180
for white households. In other words, the typical Latinx family had less than 15 percent
of the wealth of the typical white family. (see Table 1A) This wealth gap leaves many
Latinx families with little or no wealth to invest in their own future or respond to emer-
gencies. For instance, in 2016, 14.9 percent of Latinx families had zero or negative net

worth, compared with just 10.6 percent of white families. (see Table 1B)

TABLE 1A
Wealth inequality by race/ethnicity among nonretirees older than 24, 1989-2016

Median wealth Mean wealth
Ratio of Ratio of
Latinx-to-white Latinx-to-white
White Latinx median wealth White Latinx mean wealth
1989 $129,771 $9,329 7.2% $436,935 $71,784 16.4%
1992 $106,494 $11,052 10.4% $374,423 $93,448 25.0%
1995 $112,752 $20,045 17.8% $392,000 $107,932 27.5%
1998 $129,014 $21,704 16.8% $499,816 $124,866 25.0%
2001 $162,447 $23,303 14.3% $652,336 $134,320 20.6%
2004 $169,338 $17,423 10.3% $726,621 $154,768 21.3%
2007 $188,756 $32,656 17.3% $815,063 $238,508 29.3%
2010 $126,063 $20,338 16.1% $738,733 $122,324 16.6%
2013 $124,258 $15,209 12.2% $732,475 $115,229 15.7%
2016 $142,180 $20,765 14.6% $935,584 $176,635 18.9%

continues
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TABLE 1B
Wealth inequality by race/ethnicity among nonretirees older than 24, 1989-2016

Share with no or negative wealth Median wealth-to-income ratio Mean wealth-to-income ratio
White Latinx White Latinx White Latinx
1989 7.1% 29.1% 180.8% 38.4% 440.8% 173.5%
1992 7.1% 25.6% 176.7% 31.2% 444.4% 224.2%
1995 6.7% 20.2% 174.8% 45.3% 459.0% 197.7%
1998 8.2% 20.4% 187.4% 54.2% 505.9% 260.2%
2001 6.3% 16.3% 219.2% 57.2% 534.2% 234.1%
2004 6.9% 14.8% 229.8% 47.4% 622.7% 296.7%
2007 7.6% 14.8% 245.6% 79.9% 639.0% 392.5%
2010 11.6% 14.8% 183.2% 55.0% 636.7% 204.8%
2013 10.0% 15.6% 188.9% 47.6% 592.4% 236.2%
2016 10.6% 14.9% 210.7% 66.5% 666.6% 290.9%

Notes: Dollar figures are in 2016 dollars. Nominal dollars are deflated by the Consumer Price Index for All Urban Consumers Research Series (CPI-U-RS).
Sample includes all heads of household ages 25 and older who indicated that they were not retired in any of the survey years from 1989 through 2016.
Source: Authors' calculations are based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances (SCF): 1989-2016, available at
https://www.federalreserve.gov/econres/scfindex.htm (last accessed July 2018).

FIGURE 1
Latinx families held less wealth than white families, 1989-2016
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Notes: Dollar figures are in 2016 dollars. Nominal dollars are deflated by the Consumer Price Index for All Urban Consumers
Research Series (CPI-U-RS). Sample includes all heads of household ages 25 and older who indicated that they were not
retired in any of the survey years from 1989 through 2016.

Source: Authors' calculations are based on Board of Governors of the Federal Reserve System, "Survey of Consumer
Finances (SCF): 1989-2016," available at https://www.federalreserve.gov/econres/scfindex.htm (last accessed July 2018).
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This difference in net worth is not simply a reflection of Latinx households having less
income. Economists often use wealth-to-income ratio to determine how well-prepared
households are for the future; after all, wealth typically replaces wages both during
emergencies and when people retire. However, the median wealth-to-income ratio for
Latinx families is much lower than it is for white families. In 2016, Latinx households
had a median wealth-to-income ratio of just 66.5 percent, compared with 210.7 per-
cent for white households. (see Table 1B)

Data also reveal that Latinx families have faced systematic barriers to wealth building
over time. As time has progressed, there has been no meaningful reduction of the
racial wealth gap. (see Figure 1) In fact, the Latinx-white wealth ratio has moved up
and down consistently over the past three decades. When the ratio was at its highest
point in 1995, Latinx households had a median net worth that was just 17.8 percent
of the median net worth of white households. (see Table 1A) And even when com-
paring average wealth for Latinx and white families, the ratio has never exceeded 30
percent, reaching a peak of 29.3 percent in 2007, just before the housing and stock
markets crashed. (see Figure 1) The racial wealth gap only widened in the wake of

the Great Recession.
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Traditional protective factors
are not enough

Protective factors are indicators that should improve upward economic mobility. (see
Table 2) Yet data reveal that traditional protective factors, such as education, home

ownership, income, and age, are insufficient for closing the racial wealth gap.

Education

Education has long been considered a vehicle for greater wealth and mobility; yet
higher educational attainment alone is not enough to close the racial wealth gap. For
example, only 17 percent of Latinx individuals received a four-year degree, compared
with 39 percent of white individuals. Furthermore, according to analysis from Demos,
for every dollar accrued to a college-educated median Latinx household, $13.33 is
accrued to a college-educated median white household.’ The return on investment for
college education surfaces not only in wages but in wealth building. For example, in
2016, Latinx people with a college degree had a median net worth of $91,800, com-
pared with $325,600 for white people with a college degree. Disturbingly, the amount
of wealth held by college-educated Latinx families is closer to that of non-college edu-
cated white families than it is to that of college-educated white families. (see Table 2)
Ultimately, these data suggest that education alone is not enough to close the Latinx-
white wealth gap and that Latinx people face systematic obstacles to building wealth,

such as discrimination and student debt.

7 Center for American Progress |



TABLE 2
Median wealth in 2016 by race/ethnicity and other demographic characteristics

Ratio of Latinx-to-

White Latinx white median wealth

Education

No college $81,650 $17,400 21.3%

At least some college $325,600 $91,800 28.2%
Marital status

Single $61,000 $10,740 17.6%

Married $212,080 $27,200 12.8%
Age group

25-34 years $31,610 $11,980 37.9%

35-44 years $98,000 $18,260 18.6%

45-54 years $211,400 $37,340 17.7%

55-64 years $272,790 $30,180 11.1%
Income level

Bottom fifth $11,700 $3,905 33.4%

Second fifth $37,100 $13,000 35.0%

Middle fifth $74,000 $36,950 49.9%

Fourth fifth $162,250 $84,900 52.3%

Top fifth $785,250 $245,200 31.2%

Notes: Dollar figures are in 2016 dollars. Nominal dollars are deflated by the Consumer Price Index for All Urban Consumers Research Series (CPI-U-RS).
Sample includes all heads of household ages 25 and older who indicated that they were not retired in any of the survey years from 1989 through 2016.

Source: Authors' calculations are based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances (SCF): 1989-2016,"
available at https://www.federalreserve.gov/econres/scfindex.htm (last accessed July 2018).

Homeownership

Homeownership is another tool that families use to grow their wealth. Unfortunately,
Hispanic families often face systematic barriers to homeownership; are more likely

to have high-risk, high-interest loans; and are frequently steered toward purchasing

in segregated communities.® As a result, in 2016, just 47.2 percent of Latinx families
owned a home, compared with 73.7 percent of white families. (see Table 7) There

are a number of factors driving the lower rates of homeownership among Latinx
families. While Latinx families have less income and less stable jobs than their white
counterparts, these disparities are only one piece of the problem. Latinx families are
also more likely to have riskier loans and to face foreclosure and/or housing distress.”
Compounded together, these factors make it much more difficult for Latinx families to

build wealth through home equity, even when they do own a home.
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Income

Income is one protective factor that appears to shrink the racial wealth gap, if only
slightly. Data show that the wealth gap closes as income increases—at least up to the
fourth quintile of income distribution. (see Table 2) However, a substantial gap per-

sists even at higher income levels.

In 2016, Latinx households with incomes in the fourth quintile had a median net
worth of just more than half of that of white households in the fourth quintile—

the narrowest wealth gap by income level. (see Table 2) This suggests that even as
Hispanic families move up the income scale, their wealth still falls well behind that of
white families.® There are several likely factors at play here making it challenging for
Latinx people to build wealth. These include greater income volatility and fewer ben-

efits, even among higher-income households.’

Moreover, the share of Latinx families shrinks at higher income levels, meaning that
the decreasing wealth gap by income level affects fewer and fewer Latinx families. For
example, Latinx households make up nearly 25 percent of households in the bottom
quintile but only slightly more than 12 percent of households in the fourth quintile."
So, while the wealth gap declines as incomes increases, the vast majority of Latinx

families face systemic barriers to high-income jobs.

FIGURE 2
Latinx heads of household owned far less wealth
than their white counterparts, 1989-2016

Median inflation-adjusted wealth held by heads of
household who were 25 through 38 years old in 1989
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Notes: This sample follows the same group of people—heads of household who were 25 through 38 years old in 1989—over various survey
years. Dollar figures are in 2016 dollars. Nominal dollars are deflated by the Consumer Price Index for All Urban Consumers Research Series
(CPI-U-RS). Sample includes all heads of household who indicated that they were not retired in any of the survey years from 1989 through 2016.

Source: Authors' calculations are based on Board of Governors of the Federal Reserve System, "Survey of Consumer Finances (SCF): 1989-2016,"
available at https://www.federalreserve.gov/econres/scfindex.htm (last accessed July 2018).
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While household income typically increases as individuals age, the data indicate that

the Latinx-white wealth gap widens as people get older. Latinx households with people
between the ages of 25 and 34 have 37.9 percent of the wealth of white households. (see
Table 2) Yet Latinx households with people between 55 and 64 years old have just 11.1
percent of the wealth of white households. (see Table 2) This phenomenon suggests that
Latinx people may face greater economic struggles during their careers. It also indi-

cates that the overall wealth gap is not driven by the fact that Latinx families are slightly
younger, on average, than whites, but rather that systematic differences in job quality—

such as lower income, fewer benefits, and less stability—persist as Latinx workers age.
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Key factors contributing
to the racial wealth gap

While traditional protective factors are insufficient to eliminate the racial wealth gap,

several factors exist that exacerbate racial disparities in upward economic mobility.

Latinx workers are more likely to be employed
in jobs with less stability and fewer benefits

Latinx individuals are employed at similar rates to their white counterparts.'’ However,
between 2010 and 2016, Latinx heads of household were more likely than white heads
of household to work for someone else—75.0 percent versus 70.8 percent, respec-
tively. In addition, only 10.8 percent of Latinx heads of household were self-employed,
compared with 15.5 percent of whites.'? (Table 3)

TABLE 3
Employment indicators by race/ethnicity and time period

White Latinx

1989-1998 2001-2007 2010-2016 1989-1998 2001-2007 2010-2016

Share employed by someone else 70.7% 72.4% 70.8% 71.4% 80.3% 75.0%
Share employed full-time by someone else 92.9% 92.3% 90.6% 91.3% 92.7% 91.1%
Share self-employed 15.9% 16.4% 15.5% 8.2% 8.4% 10.8%
Share of married couples who were dual earners 83.6% 84.7% 85.0% 92.0% 93.1% 89.7%

Notes: Dollar figures are in 2016 dollars. Nominal dollars are deflated by the Consumer Price Index for All Urban Consumers Research Series (CPI-U-RS). Sample includes all heads of household
ages 25 and older who indicated that they were not retired in any of the survey years from 1989 through 2016. The conclusions do not change if information for spouses is included. Full-time
employment and hours worked are only calculated for those workers who work for someone else. The share of dual-earner couples is calculated only for married couples.

Source: Authors' calculations are based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances (SCF): 1989-2016," available at
https://www.federalreserve.gov/econres/scfindex.htm (last accessed July 2018).

In addition, labor market data reflect worse job opportunities for Latinx individuals.
The jobs available to this group of workers tend to pay lower wages, have fewer ben-
efits, and provide less stability than the jobs available to white workers. In fact, all indi-
cators show that jobs for Latinx workers are much worse than jobs for whites. Between
2010 and 2016, inflation-adjusted median hourly earnings were $16.70 for Latinx and
$24.80 for whites—a difference of almost S0 percent. (see Table 4)
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Even larger gaps exist with respect to retirement savings, as only 28.4 percent of Latinx
workers had a 401 (k) plan between 2010 and 2016, while 55.9 percent of white work-
ers—almost twice as many—had a 401 (k) plan. (see Table 4) Furthermore, com-
pared with white workers, Latinx workers had less time, on average, with their current
employer, indicating a lack of employment stability. Between 2010 and 2016, a typical
Latinx worker had been with their current employer for 7.4 years, compared with 9.4
years for the typical white worker. Since eligibility for employment-related benefits,
such as retirement plans, is typically based on tenure with the same employer, this
employment instability creates an impediment to long-term saving for Latinx workers.
This further explains why, between 2010 and 2016, lower percentages of Latinx work-
ers held a 401 (k) plan (see Table 4). Furthermore, just 51.1 percent of Latinx workers
who were not self-employed had health insurance from their employer or a union,

compared with 77.8 percent of white workers. (see Table 4)

TABLE 4
Job quality indicators by race/ethnicity and time period

White Latinx
1989-1998  2001-2007 2010-2016 | 1989-1998 2001-2007 2010-2016

Median inflation-adjusted hourly earnings $22.71 $24.57 $24.80 $14.42 $15.90 $16.73

::]agleo‘;veftrhot‘iﬂit:r:m”ra"ce from their 82.81% 80.72% 77.83% 59.34% 55.34% 51.13%
Share with a defined benefit pension plan 44.01% 35.77% 31.91% 24.48% 17.87% 14.23%
Share with a 401(k) plan 43.57% 52.70% 55.93% 20.94% 31.07% 28.35%
Average length of time with employer, in years 9.19 9.20 9.42 6.75 6.26 7.31

Share of labor force that is unemployed 3.91% 3.99% 6.85% 10.14% 5.39% 8.81%
Share who experienced negative income shocks 16.09% 16.27% 19.75% 19.11% 20.52% 25.58%
Share who experienced positive income shocks 10.07% 10.85% 8.35% 13.45% 8.94% 7.31%

Notes: Dollar figures are in 2016 dollars. Nominal dollars are deflated by the Consumer Price Index for All Urban Consumers Research Series (CPI-U-RS). Sample includes all heads of household ages
25 and older who indicated that they were not retired and worked for someone else, unless otherwise noted. The share of heads of household who are unemployed was calculated for people in

the labor force. The share of those who experienced negative income shocks was calculated for all nonretired heads of household ages 25 and older. Negative income shocks are temporary declines
in income, due to changes such as layoffs, reduced work hours, or the loss of a bonus in the previous year. Positive income shocks are temporary gains in income, such as through lottery wins or
inheritances gained in the previous year. Data on income shocks are only available from 1995 forward.

Source: Authors' calculations are based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances (SCF): 1989-2016,"available at
https://www.federalreserve.gov/econres/scfindex.htm (last accessed July 2018).
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This phenomenon can have a significant effect on wealth accumulation and eco-
nomic mobility for Latinx households, especially when faced with unemployment
or a negative income shock. Between 2010 and 2016, 8.8 percent of Latinx heads

of household experienced unemployment, compared with just 6.8 percent of white
heads of household. (see Table 4) During the same period, 25.6 percent of Latinx
households reported a negative income shock—for instance, due to a layoff, cutback
in hours, or loss of bonus—compared with just 19.1 percent of white households.
(see Table 4) Job instability and insufficient benefits not only hinder upward mobil-

ity but also put Latinx households in a precarious economic situation.

Latinx workers typically receive lower wages
and struggle to make ends meet

Latinx people not only work in more precarious jobs, they also face greater demands
on their finances. Between 2010 and 2016, the median Latinx worker made just $16.70
in inflation-adjusted hourly wages. During the same period, the median white worker

made nearly 50 percent more—$24.80—per hour. (see Table 4)

Latinx families receive lower wages, worse benefits, and fewer resources than white
families and therefore have a harder time making ends meet and saving for the future.
Between 2010 and 2016, 21.5 percent of Latinx families’ spending outstripped their
incomes, compared with 16.5 percent of white families. Furthermore, 37.2 percent

of Latinx families indicated that they did not have health insurance for their family
members due to economic reasons—mainly because they could not afford it—com-
pared with only 14.2 percent of white families. (see Table S) These increased demands
on Latinx families force them to focus on short-term finances, which creates barriers to

long-term wealth building.
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TABLE 5
Latinx households face greater financial pressures and shorter financial outlooks
compared with white households

White Latinx

1989-1998 2001-2007 2010-2016 | 1989-1998 2001-2007 2010-2016

Average family size 2.7 2.7 2.7 3.7 35 35

Share of households financially supporting

. L 12.0% 14.3% 13.0% 15.8% 17.8% 15.0%
other family members living elsewhere

Median amount spent per household per year
on financial support for other family members $4,426 $4,451 $4,800 $1,866 $2,671 $2,211
living elsewhere

Median share of total household income spent

0 0y 0y 0 0, 0
on financial support for other family members 8.3% >:5% >1% 1% 6-2% >1%
Share of hoyseholds without health insurance na. na. 14.2% na. na. 37.29%
for economic reasons
Share of househf)lds that spends more than 17.3% 17.2% 16.5% 19.7% 22.3% 21.4%
earned through income

h fh holds with h
Share of households with debt paymentsht at 5.20 5.8% 4.9% 7.7% 8.6% 6.3%
amount to more than 50 percent of total income
Share of households with a financial planning 17.2% 18.7% 15.0% 8.5% 8.7% 5.9%

horizon of five or more years

Notes: Dollar figures are in 2016 dollars. Nominal dollars are deflated by the Consumer Price Index for All Urban Consumers Research Series (CPI-U-RS). Sample includes all heads of household
ages 25 and older who indicated that they were not retired in any of the survey years from 1989 through 2016. The share of households without health insurance for economic reasons includes
respondents who said that they could not afford health insurance. Data on reasons for not having health insurance are available only from 2010 forward. Family size refers to all people currently
living in one household. Financial support refers to cash support for people not living with the family but excludes payments such as alimony.

Source: Authors' calculations are based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances (SCF): 1989-2016,"available at
https://www.federalreserve.gov/econres/scfindex.htm (last accessed July 2018).

Latinx households are burdened with costly debt

While Latinx families are less likely to have significant debt and their outstanding
balances tend to be smaller, debt payments typically constitute a more significant por-
tion of their income relative to their white counterparts (see Table 6) Between 2010
and 2016, 46 percent of Latinx families owed installment loans, compared with 54.4
percent of white families. (see Table 6) Latinx families with installment loans typically
owed $12,579, whereas white families owed $17,000. (see Table 6) However, during
this period, 6.3 percent of Latinx families had debt payments that constituted more
than half of their income, compared with just 4.9 percent of white families. (see Table
5) And relative to the outstanding debt amount, Latinx families spent more than 50
percent more on debt payments than white families—1.7 percent versus 1.1 percent,
respectively. (Table 6) As a result, debt often poses a greater obstacle to building

wealth for Latinx families than for white families.
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TABLE 6
Latinx families have less access to debt than white families, affecting their ability to build long-term wealth

White Latinx
1989-1998 2001-2007 2010-2016 1989-1998 2001-2007 2010-2016

Share with any debt 83.9% 85.7% 84.4% 75.1% 73.2% 73.8%
Median inflation-adjusted debt $54,810 $98,904 $103,111 $20,427 $52,839 $33,160
Share with mortgages and home equity lines 53.2% 60.3% 57.0% 31.5% 38.9% 35.4%
Median inflation-adjusted value of $84,101 $123,291 $128,888 $83,964 $124,646 $100,428
mortgages and home equity lines

f{:}a(;:r:’:';%ncs;?'lgigt loans such as 54.1% 53.1% 54.4% 50.9% 42.8% 46.0%
:\r:lzztciaiﬁ:ji;flalgi:rr:s—adjusted value of §11,195 615581 £17,000 57 360 13630 $12579
Share with credit card balances 50.8% 50.6% 44.9% 45.7% 47.2% 45.5%
Median inflation-adjusted credit card balances $2,332 $3,658 $3,316 $2,036 $2,721 $1,830
Share who were denied a loan application 12.8% 11.7% 11.6% 18.6% 16.2% 17.3%
22:; ‘g’:r‘:i:;d not apply for a loan for fear of 4.9% 5.2% 6.6% 14.2% 13.1% 12.6%
Median ratio of debt payments-to-income 17.3% 18.4% 17.3% 16.2% 20.6% 16.9%
Median ratio of debt payments-to-total debt 1.8% 1.4% 1.1% 2.3% 1.6% 1.7%

Notes: Dollar figures are in 2016 dollars. Nominal dollars are deflated by the Consumer Price Index for All Urban Consumers Research Series (CPI-U-RS). Sample includes all heads of household ages 25 and older who indicated
that they were not retired in any of the survey years from 1989 through 2016. All debt values are only calculated for households who owe such debt. Debt payments are also only calculated for households with debt.

Source: Authors' calculations are based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances (SCF): 1989-2016," available at https://www.federalreserve.gov/econres/scfindex.htm (last
accessed July 2018).

Latinx families lack access to homeownership,
retirement savings, and entrepreneurship opportunities

While debt is a significant obstacle to building wealth, massive differences in assets are
an even bigger contributor to the racial wealth gap. Between 2010 and 2016, Latinx
households had inflation-adjusted assets amounting to just $27,666 at the median,
compared with $235,515 for white households. (see Table 7) This disparity is larger
than the overall wealth gap, indicating that the wealth gap is largely driven by differ-

ences in assets, not debt. (see Table 1)

This massive gap in asset values reflects substantial differences in homeownership,
retirement account holdings, and business ownership. Between 2010 and 2016, whites
were more than twice as likely as Latinx individuals to have a retirement account and

three times as likely to own a private business. (see Table 7) In 2011, 73 percent of
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TABLE 7
Latinx individuals own far fewer long-term assets compared with white individuals

White Latinx
1989-1998 2001-2007 2010-2016 1989-1998 2001-2007 2010-2016
Median inflation-adjusted assets $171,102 $272,034 $235,515 $18,659 $37,936 $27,666
Homeownership rate 70.8% 76.0% 73.7% 43.4% 49.5% 47.2%
Median inflation-adjusted home equity $78,300 $103,014 $82,488 $56,067 $73,763 $51,555
i‘fgzxigl‘aim (k) orindividual retirement 54.1% 63.4% 64.1% 23.4% 32.0% 29.3%
g/!aelgri]acr;inflation—adjusted retirement account $28,034 $54194 $64,960 $12,528 $19,077 $20,622
Share with private business ownership 18.6% 19.6% 18.9% 5.9% 6.2% 6.6%
Median inflation-adjusted net business value $73,773 $110,011 $92,799 $50,312 $63,589 $30,933
Share with nonretirement financial assets 94.8% 96.0% 96.2% 69.5% 77.0% 83.4%
'f\i/‘nead;zg :’;fslj:t(s’"'adj““ed nonretirement $15,446 $17,932 $11,300 $3,019 $3,243 $2,000

Notes: Dollar figures are in 2016 dollars. Nominal dollars are deflated by the Consumer Price Index for All Urban Consumers Research Series (CPI-U-RS). Sample includes all heads of household ages 25
and older who indicated that they were not retired in any of the survey years from 1989 through 2016. Specific asset values, other than total assets, are only calculated for households that own such assets.

Source: Authors' calculations are based on Board of Governors of the Federal Reserve System, “Survey of Consumer Finances (SCF): 1989-2016," available at https.//www.federalreserve.gov/econres/scfindex.htm
(last accessed July 2018).

white heads of household owned their own home, compared with just 47 percent of
Latinx heads of household. In 2011, even among homeowners, the rate of return in

home equity was 154 percent higher for whites than for Latinos."

These differences in asset ownership reflect the labor market experiences of Latinx
people. As stated above, they face tremendous barriers to stable, well-paying jobs that
provide access to important savings vehicles. Finally, since Latinx families are less
likely to be self-employed, they are also less likely to own private businesses, which can

increase in value while providing a source of income.

Moreover, when Latinx families have any of such assets, the value of those assets is less
than the value of similar assets owned by white families. For example, between 2010
and 2016, the median value of a retirement account for a Latinx household was just
$20,622, compared with $64,960—more than three times as much—for whites. (see
Table 7) During the same period, the median Latinx-owned business had an inflation-
adjusted net value of $30,933, about a third of the $92,799 recorded for the median

white-owned business. (see Table 7)
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Significant differences in asset values result from several factors. Latinx people may
have a harder time securing adequate financing for their homes and businesses, and
they are more likely to end up paying higher interest rates—all of which can make
it more difficult to build equity. Due to racial residential segregation, the homes of
Latinx families may be in less stable neighborhoods, where home values appreciate
more slowly and can fall more quickly in a recession than in white neighborhoods.
They also have fewer resources to help finance their own businesses, as mortgages
and other personal assets can typically be used to underwrite a small business. Put
differently, Latinx families have lower homeownership and less home equity than
white families and are less likely to own nonretirement financial assets, all of which

impedes business ownership and growth of businesses.

The large wealth gap between Latinx families and white families reflects disparities in
both the ownership of key assets and the value of those assets. These differences result
from gaps in labor market outcomes and from structural differences—such as residential

segregation and financial market discrimination—that limit access to affordable loans.
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Recommendations

Systemic policy choices have created a large and persistent wealth gap that is largely
unaffected by traditional protective factors. To reduce racial disparities in wealth build-
ing, lawmakers must deliver policy solutions that improve employment outcomes,
support strong civil rights enforcement, expand access to critical savings vehicles,

and reduce costly debt. These policies should be intentional and delivered using the
equity framework of targeted universalism, which focuses on achieving universal goals
through targeted interventions. The following recommendations, when implemented,
should diminish systematic barriers to equality and improve upward economic mobil-

ity for Latinx households.

Improve employment and income

Policies addressing employment and wages must focus on equitable access to the labor

market and equitable returns to participation.

Increase wages and benefits

It is harder for Latinx individuals to secure access to employment with high wages and
arange of benefits, including health care and retirement. In 2016, 40 percent of white
workers were employed in management, professional, and related occupations—rou-
tinely well-paying jobs with benefits—whereas only 22 percent of Hispanic or Latino
workers were employed in such occupations.'"* Comparatively, 25.4 percent of Hispanic
or Latino workers and 16.5 percent of white workers were employed in the service sector.
Meanwhile, 16.3 percent of Hispanic or Latino workers and 10.1 percent of white work-

ers were employed in natural resources, construction, and maintenance fields.

As for the median weekly earnings in 2016, Hispanic workers earned $624, whereas
white workers earned $862."* Among working men, median weekly earnings were $663
for Hispanics and $942 for whites; among working women, the figures were $586 for

Hispanics and $766 for whites. Furthermore, these earnings disparities hold even after
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controlling for occupation. For example, in management, professional, and related
occupations, white men earned $1,427 at the median, while Hispanic men earned only
$1,169. Access to higher wages with quality benefits is essential in helping to close the

wealth gap for Latinx families.

Support union membership

Union membership increases wealth for all workers by providing them with better
wages, access to better benefits, and increased levels of employment stability. Union
membership allows for collective bargaining on wages, employment benefits, and
other terms that can affect one’s employment. Access to higher wages and better bene-
fits translates into increased savings and wealth building.' However, only 10.5 percent
of Hispanic or Latino workers are represented by a union; and, while still disappoint-
ingly low, 11.8 percent of white workers are union members."” Between 2010 and
2016, families of color with union members in the household had a median wealth that
was almost five times as large as the median wealth of nonunion households of color."®
Furthermore, a 2008 study revealed that unionization contributes a considerable wage

premium of around $2.60 per hour, or a 17.6 percent increase."

The Center for American Progress has long called for policies that increase worker
power, including moving to industrywide collective bargaining; establishing work
councils; developing worker organizations; and modernizing labor laws to ensure

comprehensive protections and meaningful enforcement procedures.*

Raise the minimum wage

The federal minimum wage has been stuck at $7.25 per hour since 2009, which has led
to a push to increase it to $15 per hour. With almost 60 percent Latino workers earn-
ing less than $15 per hour, increasing the minimum wage would have a disproportion-
ately positive impact on earnings for this community.*! Higher wages would directly

translate to increased savings and wealth.

Support a job guarantee

A job guarantee would provide an employer of last resort (ELR) model for workers
who have been historically discriminated against or taken advantage of. Academics
William Darity Jr. and Darrick Hamilton have long proposed implementing a federal
job guarantee to increase the bargaining power of workers of color.”* A federal jobs
guarantee—in which the government, acting as an ELR, hires all individuals who are
willing and able to work—Dboth raises wages and improves job stability, two key factors

in building wealth through better labor market outcomes.
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Improve access to health care

As noted, Latinx families are more likely than white families to experience income
volatility, leaving them more likely to draw on savings or access financial assistance
when health care emergencies occur. Prior to the enactment of the Affordable Care
Act (ACA), more than 50 million Americans were uninsured, including 40 percent of
Latinos.”* The ACA has lowered the uninsured rate overall and has increased health
care coverage to an additional 4.2 million Latinxs.** Further expanding access to health
insurance and health care is essential to the long-term financial well-being of Latinx
families. Better access to health benefits reduces immediate economic worries and

costs for families and allows them to save for long-term expenses.

Support equal pay, paid leave, and child care policies

Comprehensive work-family policies are essential to closing the wealth gap between
Latinx families and white families. More and more women—especially Latinas—are
becoming heads of household or breadwinners in their families. In 2015, 40.5 percent
of Latinas were primary or sole breadwinners; yet they were paid only 54 cents for every
dollar that a white, non-Hispanic man earned.”® This pay disparity is significant and
contributes to the inability of Latinx families to build wealth. Furthermore, the national
average price for a child care center for an infant and a 4-year-old is $18,000, which is
about 3$ percent of the median income for Hispanic households.**® A recent CAP report
found that universal preschool in Washington, D.C., increased maternal labor force
participation by 10 percentage points in eight years.”” Progressive policies such as equal
pay, paid leave, child care, and universal preschool will help Latinx families build wealth.
More time in the workforce allows for increased wages and the potential for increased

job stability, thus leading to more opportunities to build wealth.

Protect Social Security

In 1935, the Social Security Act was signed into law, providing individuals 65 and older
a continuing income after retirement. The goal, as then-President Franklin D. Roosevelt
stated during the signing ceremony was to “frame a law which will give some measure
of protection to the average citizen and to his family against the loss of a job and against
poverty-ridden old age”** Due to eligibility requirements, many Latinx individuals are
unable to access benefits. For example, people are required to contribute to payroll taxes
under their own Social Security number for 40 quarters. In addition, Latinx individu-
als are more likely than whites to work less full-time hours—again, making it harder

for them to meet this requirement. Therefore, only 75 percent of Hispanics access
Social Security benefits, in comparison to 90 percent of white Americans. Despite these
challenges, Social Security is critical for the Latinx community. Every year, 29 percent
of older Hispanics are lifted out of poverty because of the program.” Increased Social
Security benefits would lift retirement incomes for Latinx people and would also reduce
worry about the future, making it easier for individuals to focus on longer-term saving.
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Support strong civil rights enforcement

It is essential that the United States continues to support civil rights enforcement of
employment and housing discrimination. A recent NPR poll found that 1 in 3 Latinos
reported facing discrimination when applying for jobs, being paid or promoted
equally, and trying to rent or buy housing.* The Equal Employment and Opportunity
Commission is responsible for enforcing laws that prohibit employment discrimina-
tion. Furthermore, the Office of Federal Contract Compliance works to ensure that
government contractors and subcontractors are in full compliance with civil rights
and labor laws. And the Consumer Financial Protection Bureau is essential to protect-
ing Latinx communities against predatory lending, fraud, and discrimination in the
financial marketplace. By reducing discrimination in employment, housing, and the
financial market, Latinx individuals and families will have more money to invest into

wealth-building vehicles.

Build savings and reduce debt

Policies addressing savings and reducing debt must focus on eliminating racial dispari-

ties in access to housing, retirement benefits, banking, and higher education.

Expand home ownership

Housing is still one of the main vehicles for building wealth in America. This is espe-
cially true for Latinx families. In 2011, 73 percent of white households owned their
home, compared with 47 percent of Latino households.*' In accessing mortgages,
borrowers of color are, on average, charged higher interest rates than their white
counterparts.’> According to research from the Center for Investigative Reporting
released earlier this year, Latinos were denied home loans at significantly higher
rates than whites in 28 cities, even when controlling for factors such as income.*
Furthermore, it is well known that disparities in neighborhood values provide
differential return rates on homeownership. Moreover, Latino homeowners are
systematically burdened with riskier loans, which increases the chance of foreclosure
and housing distress.** According to research conducted by Demos, if public policies
were implemented to eliminate racial disparities in homeownership rates and return
on investment in homeownership, the wealth gap between white and Latinx families
would be reduced by 28 percent in terms of homeownership and 41 percent in terms

of return on investment, respectively.*®
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Ensure access to affordable rental housing

The growing gap between stagnant wages and rental housing costs continues to grow,
making it difficult for families to save for a down payment to purchase a home. Access
to affordable housing is critical for the Latinx community. Between 2001 and 2010,
Hispanic people comprised 39 percent of the 3.9 million increase in the number of
renter households.* Increasing the supply of affordable housing is essential in helping
all families, but especially Latinx families, build wealth. CAP has proposed a “Homes
for All” program that encourages the federal government to actively support the
production of affordable rental homes and to challenge private-market development
practices.” To that end, CAP supports the elimination of exclusionary and restrictive
zoning policies while promoting low-income housing tax credits; creating a federal
renter’s tax credit for homeowners that is similar to the mortgage interest deduction;
and increasing funding for housing vouchers. Lower and more stable rental costs leave

more money in people’s pockets, which allows them to save more for the future.

Increase access to retirement vehicles

Latinx families need increased access to a number of wealth-building vehicles, espe-
cially retirement vehicles. Working-age Hispanic families are half as likely as white fam-
ilies to have a retirement savings account.*® This is largely due to Latinx people being
employed in jobs that do not offer retirement plans. CAP has proposed establishing a
National Savings Plan (NSP), which would operate similarly to the federal employee
Thrift Savings Plan. The NSP provides an affordable retirement savings account for

individuals who do not have access to such an account at their place of employment.*

Improve access to banking

More than 16 percent of Hispanic households lack access to a bank account, com-
pared with just 3 percent of white households.*” According to a 2015 Federal Deposit
Insurance Corporation (FDIC) survey, Hispanic and black households were much
more likely than white households to report not feeling like banks were interested in
serving them.* In order to address the overreliance on payday lending and prepaid
cards, financial institutions could work to improve their relations with these com-
munities through outreach and could offer alternative affordable banking options.
Policymakers should work to ensure that safe, affordable products are accessible and

available to customers who feel disconnected to the financial mainstream.

Improve college access and affordability

In 2017, only 17 percent of Latinx individuals obtained a four-year degree, compared
with 39 percent of white individuals. However, according to American Community
Survey (ACS) data, the percentage of Latinxs earning a college degree rose by 9.4
percent points between 2007 and 2017. While this increase is significant, data further
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reveal that increased education levels do not help to close the wealth gap. For example,
for every $1 in wages accrued to a college-educated median Latinx household, $13.33
is accrued to a college-educated median white household. ** This shows that Latinxs

with higher levels of education still fail to secure better-paying jobs.

Furthermore, the cost for higher education continues to grow. Hispanic or Latino
students default at a higher rate—36 percent—than their white counterparts, 22 per-
cent.” Making college more affordable would reduce Latinx students’ debt load when

they enter the workforce, allowing them to start building wealth more quickly.

Remove language barriers to economic opportunity

Over the past 30 years, English proficiency among Latinx people has increased
significantly. Yet still, today, almost 1 in 3 Latinos cannot speak English “very well"*
Furthermore, while Latinxs make up just 18 percent of the U.S. population,* they
comprise 63 percent of the limited English-proficient population.* Limited English
proficiency can create significant barriers to economic opportunity—especially

in the housing market, which is predominately aimed at English-speaking buy-

ers. Lawmakers should work to remove language barriers to employment, as well

as access to important savings vehicles such as financial products and the housing
market. For example, UnidosUS has encouraged Fannie Mae and Freddie Mac to
develop their first comprehensive language access plan in order to provide access to

safe and affordable mortgage products.*’

Support comprehensive immigration reform

There are an estimated 11 million undocumented immigrants living in the United States
today**—a majority of whom are from Latin American countries.* Many of these people
have been in the country for more than a decade, and without a pathway to status, they
lack the opportunity to contribute to their full potential.*° Nevertheless, they are work-
ing in key industries—such as agriculture, construction, and hospitality—and paying
billions of dollars in taxes at the local, state, and federal levels.! Yet their ability both to
advance in their jobs and to attain higher education is adversely affected by their immi-
gration status. A commonsense and humane policy would ensure that these immigrants
can go through a background check, pay a reasonable fine, and be put on a pathway to
citizenship—provided they meet certain conditions. By providing a path to legal status,
such a law would break down major barriers that have restricted immigrants from getting

better jobs and have made them vulnerable to workplace exploitation and wage theft.>
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Outdated laws and policies that govern legal immigration to the United States need to
be amended to better fit the country’s current—and ever-changing—Ilabor needs. The
nation’s immigration system should be responsive to reasonable market demands, reflect-
ing America’s age-old promise as a land of opportunity while simultaneously maintaining

its long and proud commitment to family reunification and humanitarian need.
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Conclusion

The wealth gap between Latinx and white families, in part, is a result of how Latinx
people interact with the U.S. labor market. The data reveal that a job alone will not
help Latinx families build wealth—particularly if it is not a high-quality job that offers
good pay and benefits. Intentional policy interventions must be taken to help Latinx
families build wealth at a rate similar to their white counterparts. While there are sev-
eral policy interventions that could close the gap, the key is to increase the number of

Latinxs working in full-time jobs with quality benefits.

*Correction, December 6, 2018: This report has been
updated to clarify that the national average price for a
child care center is $18,000 for an infant and a 4-year-old.
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Appendix

The data in this report come from the Federal Reserve’s triennial Survey of Consumer
Finances (SCF), a nationally representative survey of U.S. household wealth. The

SCF includes comprehensive information on household finances, including income
and income volatility, as well as household wealth, including all assets, debt, and debt
payments. It also contains information on savings attitudes and behaviors. The SCF
further includes data on household characteristics, such as the race, age, and education
of the head of household. It contains consistent information for most variables of inter-

est since 1989, providing data from 10 survey years through 2016 for this analysis.

This report uses several measures of household wealth to capture wealth inequality.
Wealth is the difference between all financial and nonfinancial assets, such as cars and
all debt. The wealth measured in this report includes average wealth; median wealth;
the median wealth-to-income ratio; the average wealth-to-income ratio; and the share

of households with no or negative wealth.

The report also further details household assets and debts. It specifically shows the
homeownership rate; the share of households with retirement savings accounts; the
share of households with privately held businesses; and the share of households with
any nonretirement financial assets, such as checking and savings accounts. It also
reports the median inflation-adjusted values of those assets for households that have
such assets. As for debts, the report includes information on mortgages and home
equity lines; installment loans, such as student and car loans; and outstanding credit

card balances. The report also shows the median outstanding balances for those house-

holds that have such debt.

The data allow for the calculation of a number of indicators that capture a household’s
employment outcomes. These include whether the head of household works for some-
body else or is self-employed. The SCF also collects information on whether those
who work for somebody else work full time or part time. And it contains information

on whether both spouses in a married couple work.
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The SCEF further contains key information on job quality. The relevant variables
include current wages; health insurance from the employer or through a union;
retirement benefit coverage; and time with the current employer. And the dataset
contains information on labor market-related instability such as the chance of being
unemployed and negative income shocks. Negative income shocks refer to temporary
deviations in families’ usual income, for instance, due to layofs, cutbacks in hours, or

losses of bonus payments.

A number of indicators of spending, savings behavior, and financial attitudes round
out the data discussion. These include an indicator of whether the family spends more
than their income, as well as an indicator of whether the household forewent health
insurance for somebody within the household due to economic reasons as measures
of whether negative income volatility puts extra demands on household consump-
tion. Economic reasons include lack of money, layoffs, and loss of public assistance.
This measure serves as an indicator of severe spending cuts due to economic reasons.
Moreover, the data include an indicator of whether the family saves regular or irregular
amounts and an indicator of whether the household has a financial planning horizon
of five years or longer. These measures capture whether families focus on short-term

financial planning rather than long-term savings goals.

The analysis only includes nonretired heads of household from ages 25 through 65
years in order to capture potential labor force participation. The data summary also
groups the data by years—specifically from 1989 to 1998; from 2001 to 2007; and
from 2010 to 2016. The break points coincide with the past two recessions. Grouping
the data by years allows for sufficient sample sizes and simplifies the discussion. Using

data for individual years instead of grouped data does not change the conclusions.*
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