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Key Findings

This report examines the growing racial wealth divide for Black and Latinos households and the ways that
accelerating concentrations of wealth at the top compound and exacerbate this divide. We look at trends in wealth
accumulation from 1983 to 2013, as well as projections of what the next thirty years might bring. We also consider
the impact public policy ha s had in contributing to the racial wealth divide and how new policies can close this gap.

OUR MOST SIGNIFICANT FINDINGS ILLUSTRATE THE MAGNITUDE OF THE RACIAL WEALTH DISPARITY:

A Over the past 30 years, the average wealth ofiVhite families has grown by 84%]| 1.2 times the rate of growth for
the Latino population and three times the rate of growth for the Black population. If the past 30 years were to
repeat, the next three decades would seehe average wealth of White households increase by over $18,00(per
year, while Latino and Black households would see their respective wealth increase by about $2,250and $750
per year.

A Over the past 30 years, the wealth of theForbest00richest Americans has grown by an average of 736% 10
times the rate of growth for the Latino population and 27 times the rate of growth for the Black population .
Today, the wealthiest 100members of the Forbedist alone own about as much wealth as the entire African -
American population combined, while t he wealthiest 186 members of theForbes 40@wn as much wealth as the
entire Latino population combined. If average Black households hadenjoyed the same growth rate as theForbes
4000ver the past 30 years, they would have an extra $475,000 in wealth todg. Latino households would have
an extra $386,000.

A By 2043 the year in which it is projected that people of color will make up a majority of the U.S. population |
the wealth divide between White families and Latino and Black families will have doubled, on a verage, from
about $500,000 in 2013 to over $1 million.

A If average Black family wealth continues to grow at the same pace it has over the past three decadesit would
take Black families 228years to amass the same amount of wealthWhite families havetoE Ea 6 w31 EUz UwN U
shorter than the 245year span of slavery in this country. For the average Latino family, it would take 84 years to
amass the same amount of wealthWhite families have today| UT EUz UwUOT 1T wal EUwl YNA 8

AMONG THE POLICY INTERVENTIONS WE SUGGEST TO ADDRESS THIS GROWING CRISIS:

A Conduct an evidence-based, government-wide audit of federal policies to understand the role current
policies play in perpetuating or closing the racial wealth divide.

In order to address the racial wealth divide, policymakers first need to understand how current federal policies
are leaving households of color behind.

A Fix unfair, upside-down tax incentives to ensure households of color also receive support to build wealth.
Only by reforming the U.S. tax code and redeploying the more than half -trillion dollars spent on unfair tax
programs can we ensure that all families| particularly households of color | have the same opportunities to
build wealth that wealthy families currently enjoy.

A Address the distorting influence of concentrated wealth at the top through the expansion of existing
progressive taxes and the exploration of a dedicated wealth tax.
Expanding opportunity for those at the bottom of the economic spectrum is not enough: we must also address
the growing concentration of wealth at the top, predominantly in  White hands, if we are going to reduce the
racial wealth divide.
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Introduction

Racial and economic inequality are the most pressing social issues of our time. In the last decadewe have seen the
catastrophic economic impact of the Great Recession and an ensuing recovery that has bypassed millions of
Americans, especially households of color. This period of economic turmoil has been punctuated by civil unrest
throughout the country in the wake of a series of high-profile African -American deaths at the hands of police. These
senseless and violent events have not only given rise to theBlack Lives Matter movement, they have also sharpened

While these centuries-old problems are once again at the forefront today, much of the recent media and political
attention has focused on how structural inequities manifest in the criminal justice system . But confining
conversations around racial inequality to criminal justice alone ignores the fact that households of color are also
simultaneously facing a slew of economic inequities that exacerbate the social disparities they face.

However, even when these economic inequities do get attention, the focus is often on a single facet of the issue:

income. This paper focuses instead on a related but distinct facet of the issue: the essential role that wealth plays in
achieving financial security and opportunity. More specifically, this paper makes use of data from the Survey of

Consumer Finance (SCF), incliding the most recently released dataset from 20130 OQwi REOP O wOUUwWEOUC
racial wealth divide and the trajectory of that divide (seeMethodology for more details) . Despite the progress of the

civil rights movement, White households have been pulling away from households of color, particularly Black and

Latino households, for decades. Today,the lingering effects of generations of discriminatory and wealth -stripping

practices have left Latino and Black households owning an average of six and seven times less wealth ($98,000 and
$85,000 respectively) than White households ($656,000).

Even more unfortunate, the extreme rise in overall wealth inequality over the past three decadeshas only served to

further compound and exacerbatethis racial wealth divide . Over that time, the wealthiest 20% of Americans have

taken 99.4% of all gains in wealth while the bottom 80% have been left to split just 0.6% among themselveg. As

shocking as this disparity in wealth concentrationD UOwb Uz Uwl Y1 OwOOUI wUUEUUOHPOUBMEEY C
richest 400 individuals| with a collective net worth of $2.34 trillion | now own more wealth than the entire Black
population, plus one -third of the Latino population, combined

While in come is necessary to meet daily expenses, wealth helps families get through lean times and empowers them
to climb the economic ladder. Wealth is money in the bank, a first home, a college degree and retirement security]
DUz UwUT T wEOUOBUOI rdethhy Baving@avibgd and iovedtmentsE Urifofunately, when an overwhelming
amount of wealth is concentrated in such few hands, not only do highly unequal societies suffer from significant
negative social and health outcomes,there are also fewer opportuni ties available for others to get ahead?

When wealth and opportunit y are more evenly distributed, financially vulnerable families are better able to get

ahead, rather than just scrape by.Imagine that instead of low -wealth Black and Latino families finding themselves
UOEEOIl wOOWETI EOwPDPUT wi OUEUUEUDOT wbOEOOI UwbOUwi ObwliT 1 azUIl u
emergency, theyl EYT wOT T wi UT T EOCOwWwUOwWDAOYI UU wb Gw (hétdadodresariing ©0 Eeliig Oz U w
loose cigarettes or CDs to earn a little more money for their families, Blacks and Latinos have the opportunity to

build long -term wealth by owning their own businesses. These are just some of the opportunities lost because of the
growing racial and economic inequality we face.

This growing wealth divide is no accident. Rather, it is the natural result of public policies past and present that

have either been purposefully or thoughtlessly designed to widen the economic chasm between White households
and households of color and between the wealthy and everyone else. In the absence of significant reforms, the racial
wealth divide | and overall wealth inequality | are on track to become even wider in the future .
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The Growing Racial Wealth Divide

In telling the storyoftl T WEOUOUUaz Uwi UOPDPOT WUEEPEOwPI EOUT WEDYDPEIT weOE
that we focus on the averagevealth of Black and Latino households, rather than medianwealth.

While the past three decades have seen thewveragewealth of Latino and Black households increase from $58,000
and $67,000 in 1983 t&98,000 and $85,000 in 2013, respectively, the trends at the median showatino and Black
wealth moving in the wrong direction. In fact, when consumer durable goods are excluded, medianwealth for
Black and Latino families has gone down over the past thirty years from $6,800 and $4,000 in 1983 to $1,700 and
$2,000 in 2013respectively.s If current trends continue, Black and Latino families at the median will neverreach the
level of wealth of White families today .

By utilizing average wealth instead of median wealth, our analysis provides a more conservative look at how the
racial wealth divide will develop over the next several decades and beyond.

Black and Latino Households

Over the past three decades, the racial wealth divide between Black and Latino households and White households
has increased from about $280,000 in 1983 to over $500,000 in 2013.

Change in Average Household Wealth, 1983-2013

Average Household Wealth in 1983 $67,000 $58,000 $355,000

Average Household Wealth in 2013 $85,000 $98,000 $656,000
See methodology for more details on these calculations.

While the racial wealth divide Black and Latino household face today has been long inthe making, the Great
Recessionfurther exacerbatedthe divide asBlacksand Latinos disproportionally bore the brunt of damage brought
about by the bursting of the housing bubble. Between 2007 and 2010, the averagBlack and Latino households lost
three and four times more wealth, respectively, than the average White household.5

Although household wealth is impacted by a multitude of factors, the racial disparities in homeownership are
emblematic of the larger racial wealth divide facing Black and Latino households.

RACIAL DISPARITIES IN HOMEOWNERSHIP

Despite the collapse of the housing market during the Great Recession, homeownership still

A Ul OEPOUWOOT woi wlOT 1 wl Ul EUI Uofarturéately) Becadas 6fi w Ol
discriminatory housing policies and market practices, coupled with a recession that
disproportionately harmed households of color, have contributed to the fact that today , only
41% ofBlack households and 45% ofHispanic households own their homes, compared to
71% of White households.” Adding to this disparity, even when they own their homes, Blacks
and Latinos build less wealth through homeownership than White homeowners do.8

Moreover, because inheritances anddownpayment assistance is more common inWhite

families, African -American families find themselves eight years behind White families on the
path towards building home equity. °
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While housing has been a major driver in the growth of the racial wealth divide, Black and Latino households have
also facednumerous other economic inequities that are impacting their wealth position. At the root of this are a
number of discriminatory practices | including, among oth ers, employment discrimination , racial discrimination in
the criminal justice system, housing segegation and unequal accessto educational opportunities | that have
continued into the present even as some acts of past discrimination decline.

Today, as a result of this continued cycle of racial injustice, Black and Latino families face a number of barriers
towards achieving financial security at almost every turn .

GREATER RATES OF UNEMPLOYMENT

il

For many Americans, having a job that pays a decent wage is not only a matter of having the
EDT OPUawlOi wel DOT wEEOI wU O wxfeuAddtrialitoudngdUterin i 1 D UL
financial security. For Black (8.6%)'° and Latino workers (5.8%),!! that foundation is uneven at
best, as these workersare unemployed at much higher rates today than their White
counterparts (4.4%).12 Although the lingering effect s of the Great Recession have undoubtedly
contributed to these inequalities, this has been the unfortunate reality for Black and Latino
workers since the 1970s'3

INCOME INEQUALITY & LOWER RETURNS ON INCOME EARNED

Even when Latino and Black families are employed, they face amedian household income gap
that sees them earning about $13,000 and $20,000 leger year, respectively, than the median
White household earns ($50,400}# Adding to this disparity is the fact that not every dollar
earned is equal between these communities. Forevery dollar a White household earns, they
see a wealth return of $19.5]1 whereas Black and Latino households see a wealth return of just
$4.80 and $3.63, respectivelyfor every dollar they earn .15

LIMITED ABILITY TO WEATHER A FINANCIAL EMERGENCY

Over two -thirds of Black and Hispanic households (67% and 71%, respectively) lack the
savings necessary to subsist at the poverty level for three months in the event of an
unexpected income disruption, such as a job loss @ medical emergency.'® By comparison, a
little over a third of White households are in a similar financial position. Put differently, Black
and Latino families face financial insecurity at about double the rate of White families.

INCREASED EXPOSURE TO WEALTH-STRIPPING PRODUCTS AND SERVICES

For low -wealth households, meeting everyday financial needs often means relying on
alternative financial services, such asnon-bank remittances, prepaid cards or check cashers.
Today, 46% of Blackhouseholds and 40% of Latino households usethese service$ more than
double the usage rate amongWhite households (18%)"

While there are a number of reasons why Blackand Latino households turn to these serviceq
such as banks moving out of poorer rural areas, high overdraft fees and mistrust of financial
institutions | the reality is that fees and interestassociated with these services end up

strip ping families of much-needed financial resources.In some instances, these services take
away as muchas 10% ofE wi O U U lincam@ERorBiack and Latino households who are
living on the financial edge, spending this much of their limited resources just to carry out
day-to-day financial transactions is a burden they cannot afford.

The Ever-Growing Gap: Without Change, African-American and Latino Families Won't Match White Wealth for Centuries 8



LOWER HIGHER EDUCATION ATTAINMENT & WEALTH INSULATION

Less than 20% ofBlack adults and less than 15% of Hispanic adults hold four-year degrees?®
Unfortunately, even after obtaining a four -year degree, the wealth returns generated by that
' education is much more valuable to White graduates ($55,869) than it is forBlack ($4,846) and

Hispanic ($4,191) graduates?® Even more unfortunate is that althoug h education continues to
be one of the surest ways to move up the economic ladder, research has found that higher

Il EUEEUDPOOuwI E hbdsehdldswofledboy itk thefkind of protection against wealth loss
one would image it would. 2

LOWER ENTREPRENEURSHIP RATES & BUSINESS VALUES
Not only are households of color less likely to own businesses than White households, but

when they do, the average value of their businesses is significantly lower than the average
value of White -owned businesses. On average White -owned businesses are worth eight times
more than the average Blackowned business and four times more than the average Hispanic -

owned business.??

NON-EXISTENT RETIREMENT SAVINGS

Today, the average Black and Latino household has over $100,000 less in retirement savings
than the average White household ($19,049 and $12,329, respectively, compared to $130,472 fc
White households).2® Included among the factors that are fueling this di sparity are the racial
inequities in homeownership | equity from which many retirees depend on[ and high

student loan debt carried by Black and Latino households.?*

Moreover, making the dignity of a comfortable retirement more difficult for  Black and Latino
workers to achieve is the fact that theseworkers are less likely than White workers to have
access to and participate in employer-sponsored retirement plans.?®

Asian-American and Pacific Islanders

While this report focuses on the economic weltbeing of Blacks and Latinos, Asian-American and Pacific Islander
(AAPI) and Native -American households are facing great economic challenges as wellIn fact, despite having
greater economic strength than other racial groups, AAPI families lost over half of their we alth in the aftermath of
the Great Recessiors

When it comesto the economic divide between White and Asian households, recent researchfrom the Federal
ReserveBank of St. Louis hasfound that the racial wealth divide between thesetwo groups is closing rapidly as
Asian-Americans have steadily seentheir income and wealth increaseover the years. Today, according to this very
sameresearch,Asian households are already surpassing White s in median income and are soon to passWhitesin
median wealth.

However, despite the tremendous progress Asian households have made over the years, our ability to truly
understand the state of Asian economic security is greatly hampered by aggregated Asian economic data, which
groups multiple AAPI communities under asingle racial category.?’ In turn| asrecentresearchhasfound in Los
Angeles?® and throughout the country?q the collective Asian label obscuresthe different economic realities of
dozens of AAPI ethnicities, aswell aspeople with different immigration and citizenship statuses.Moreover,
aggregated Asian economic data also concealsthe fact that since the wake of the recession, the number of AAPIs
living in poverty has increased by more than half a million, an increase of 38%. This increaseis much higher th an
that of the general population (27%), second only to the increase seen within theLatino population (42%).3°
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Native-American Households

Similarly, while research shows Native -American households face similar economic security challenges to Black
and Latino households| including high rates of employment (26%) 3! and poverty (28%)33 the economic disparities
facing these communities are often overlooked because of limited economic daa. In part, this is due to the size of
the Native -American population ( 5.4 million individuals, or about two percent of the total U.S. population) ,3 which
makes it difficult to demonstrate their economic well -being in nationally representative studies.

The Future of the Racial Wealth Divide

Given the fact that over the past 30 years, the racial wealth divide has steadilyincreased, we can reasonably
speculate that the future of this divide will be much worse. Fortunately, w e do not have to simply speculate about
the future of racial wealth inequality. Extrapolating from past trends, we can estimatewhat the future of wealth
inequality will look like in this country.  Unfortunately O wb U wE O1 U0z UwoOOOOwi OOES

The Racial Wealth Divide in 2043

For White households, repeating the past 30 years would mean an average wealth increase of $1868a year
topping out at $1.2 million. Were Latino households to repeat the past three decades, they would see their wealth
increase by only $2254a year, for a total of about $165000. When it comes to Black households, their wealth would
only increase by $765per year, reaching over $107,000 by 2043. By then, the racial wealth divide betweenWhite
households and Black and Latino households will stand at over a million dollars.

THE GROWING RACIALWEALTH DIVIDE
$14M
$1.2M
$12M
$I0M
$800 K $656K
$600 K
$400 K
$355K $165K
$200 K il
$67K 3208 —
o T $85K FOIK
1983 2013 2043
e Black ——— | 2tino ——Gu— \/\/hite
See methodology for more details on these calculations.
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By 2043 the U.S. Census Bureau projects that households of color will account for more tha n half of the entire U.S.
population. 34 By the time people of color become the majority, the racial wealth divide will not just be a racial and
social justice issue impacting a particular group of people| it will be the single greatesteconomic issue facing our
country . If these trends continue unabated, the entire U.S. economy will suffer.

In fact, while Federal Reserve Chair Janet Yellemecently categorized the relationship between inequality and
economic growth as complex and not yet fully understood, she warned that the wealth disparities between White
households and households of colorf whDET wUT 1 wE E O Oistiirhing 4| Rcauld ha®d a® impakt on future
consumer spending (a noted indicator of overall economic health).3®

If we look at the annual rates of wealth increase over the next 30 years that we present in this report, we see a three
percent annual increase forWhite s, a two-percent annual increase for Latinos and a onepercent annual increase for

I OEEOUB w( i whl wEOGOXxEUI wUT 1 Ul wE GdnvigflgtianbaieEvhichEaueragesidbbuuthide] wE O U
x 1 UET OU O wbelptieveh dter 80uyebés White s are holding steady in terms of their buying power while

Blacks and Latinos are losing ground.

The Long Road to Reaching Racial Wealth Equity

For any person or group to overcome the extreme economic inequality we face today is a daunting task. For Black
and Latino households| who for years have had their wealth and economic opportunity stripped from them |
overcoming these inequities seems almost impossible.

Regrettably, as we highlighted earlier in this report, the tren ds for median wealth among Black, Latino and White
families clearly show thatwe arl Oz U wO O wE w radidlviealth €yuality dnytimaisoon, if at all. If we continue
at similar rates, even after an infinite number of years into the future, the racial wealth gap b O Cciosé. If we do
nothing, the racial wealth divide will just keep getting worse.

Even if we were on a path toward racial wealth equality between White s, Blacks and Latinos, our data show that the

end of that road would be a reallylong way off. Assuming that White b1 EOUT wUl OEDOI EwUUET OEOU
and average Latino wealth grew at the same pace it has over the past three decades, it would take averagé.atino

families 84 years to amass the same amount of wealthWhite families have today| UT EUz Uu20971 wal EUw

For Black families, that figure jumps to 228 years, meaning Black families would not reach wealth parity with White
households until the year 2241.To put this number in perspective, the amount of time Black families would need to
build the wealth White families have today is just 17 years shorter than the 245year span of slavery in this country.

We are here Black families achieve

Abolition of slavery wealth parity with

in the United States white families of 2013
NN

AL L Aaaaaaa

ARRRRRRRNNaaaaay

1620 1865 1964 2013 224
245 Years 228 Years
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Forbes 400 & the Wealth of
Households of Color

As Blacksand Latino s have beenslipping further and further behind, the wealthiest
Americans have enjoyed tremendous gains. Between 1983 and 2013, the top 20% of the
Pl EOQUT Pl U0wl OUUI T OCEUWUOOOWNNE KU wOI WwEOO
share of those gains (40%). Meanwhile, thebottom 80% of households were left with 0.6%
of total wealth gain .

Today, an ultra-wealthy group of 400 people in the top 1%, the Forbegt00 now own s an
all-time record $2.34 trillion in wealth. 3¢ Just as staggering, since 1983, this elite group ha
seen their wealth increase by an aveage of 736% from $700 million to $5.8 billion. Even
the least wealthy of the Forbes 400st has exponentially increased their wealth over this
time, going from $295 million in 1983 to $1.7 billion in 2015 (an increase of 474%).

B Average Household Wealth in 1983

B Average Household Wealth in 2013

$85 K $98 K
$67 K $58 K

Black Latino White Forbes 400

3T PUwWUDUT wbOwlT 1 whkl @ bdariy (nrfathdimablevaiditt, @dpécialy Wher coriparéduo the
Latino and Black population, which saw their respective wealth increase by an average 0f69% and 27%,
respectively. To put in perspectiv e how extreme wealth inequality has been over the past 30 years, we would need
this page to be 3,128 feet lon§ more than half a mile| in order to show this graph to scale.
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Putting this dynamic in a racial perspective, today, the wealthiest 100 members of theForbedist alone own about as
much wealth as the entire African -American population , which stands at about 42 million. When it comes to the
over 55 million people that make up the Latino population, t he wealth of t he richest 186 members of theForbedist
overshadows this entire group. 3’

Overall, the billionaires of the Forbes40(Q which includes only two African -Americans and five Latinos| now own
more wealth than the entire Black population and one-third of the Latino population, combined®3 T EUz UwKY Y wb
individuals versus more than 60 million people .

What Impact Would Different Black and Latino Wealth Growth Rates Have Had on the Racial
Wealth Divide Today?

Had the averageLlatino and Black households enjoyed the opportunity to see their wealth grow at the same rate as
the Forbes 400@ver the past 30 years, they would have had an extra $386,000 and $475,000, respectively, todakven
if the wealth of the average Latino and Black households had grown at the rate that the wealth of the top 1% has
grown during that time , they would have had an extra $7,000 and $36,000 todgyrespectively.

Moreover, had the average wealth of Black households grown at the same rate over the past 30 yearsasthat of

White households, the average Black householdwould have an extra $38,000 in wealth today.3 T EUz Uwl OOUT T |
double the average retirement savings for Black families near retirement age.® Latino families would have an extra

$9,000.
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