October 25, 2004
The Honorable David Dewhurst

Lieutenant Governor of Texas
Capitol Building, Room 2E.13
Austin, Texas 78711

VIA HAND DELIVERY

Dear Governor Dewhurst:


As you know, our office has a keen interest in expanding access to capital to all Texans.  Along with the need for excellent public education and access to quality health care, access to capital is one of the most important issues in our great state.  Particularly, in Hispanic Texas, we have a clear lack of access to capital.  Unless Texas acts to provide ordinary access to capital and credit for Hispanic Texans, we will retard the economic growth of the entire state. 


I am sending our 2004 Access to Capital report, which details some of the lending and access to capital challenges facing Texas.  In particular, I point out the abysmal loan-to-deposit ratio and the alarming rate of subprime lending in Texas.  


Herein below is a chart showing the loan-to-deposit ratio for the 15 most populous states in the nation on which Texas ranks second to lowest.

Host State 2004 Loan-to-Deposit Ratios,
15 Most Populous States

	State and Population 
(in millions as of July 1999)
Ordered by Ratio
	2004 Ratio

	Indiana   (5.9)
	163

	Ohio  (11.2)
	119

	California (33.1)
	105

	Washington  (5.8)
	105

	Georgia  (7.8)
	102

	Michigan  (9.9)
	101

	New York  (18.2)
	86

	North Carolina  (7.7)
	82

	Florida  (15.1)
	81

	Massachusetts  (6.2)
	72

	Virginia  (6.9)
	71

	Pennsylvania  (12.0)
	69

	Texas   (20.0)
	68

	New Jersey  (8.1)
	58


Population Source: Legislative Budget Board 2000 Fact Book; Ratio Data: FDIC, using data as of June 30, 2003

In 2003, the Perryman Group analyzed the strain on the Texas economy due to the low loan-to-deposit ratio.  Dr. Perryman estimated that in 2000, 670,803 permanent jobs and $55.3 billion in annual Gross State Product were lost as a result of this low ratio.

Further, in Texas, subprime lending for refinance loans is an epidemic.  In the United States, seven of the ten highest mortgage interest rate areas are in Texas; while nationally subprime lending represents about 25 of refinance loans in any given MSA, Texas communities greatly exceed that average.  The below chart shows the 30 MSAs in the nation with the highest average of subprime refinance loans.
MSA Ranking by Overall Percentage of Subprime Refinance Loans

	Rank
	MSA Name
	Population
	Conventional Refinance Loans
	Percent Subprime

	1
	El Paso, TX
	679,622
	1,767
	47.82

	2
	Corpus Christi, TX
	380,783
	1,061
	46.84

	3
	Laredo, TX
	193,117
	342
	45.32

	4
	Killeen-Temple, TX
	312,952
	683
	44.80

	5
	Beaumont-Port Arthur, TX
	385,090
	1,160
	44.48

	6
	Miami, FL
	2,253,362
	10,701
	42.67

	7
	Columbus, GA-AL
	274,624
	1,799
	42.63

	8
	San Antonio, TX
	1,592,383
	5,270
	41.90

	9
	Memphis, TN-AR-MS
	1,135,614
	7,577
	41.86

	10
	Galveston-Texas City, TX
	250,158
	944
	41.63

	11
	Fayetteville, NC
	302,963
	1,814
	41.23

	12
	Enid, OK
	57,813
	427
	40,75

	13
	Jamestown, NY
	139,750
	737
	40.71

	14
	Rocky Mount, NC
	143.026
	872
	39.68

	15
	Buffalo-Niagara Falls, NY
	1,170,111
	5,218
	39.36

	16
	Daytona Beach, FL
	493.175
	3.477
	38.77

	17
	Danville, VA
	110,156
	802
	38.53

	18
	McAllen-Edinburg-Mission, TX
	569,463
	1,345
	37.62

	19
	Sumter, SC
	104,646
	734
	37.33

	20
	Victoria, TX
	84,088
	220
	37.27

	21
	Goldsboro, NC
	113,329
	681
	37.00

	22
	Lakeland-Winter Haven, FL
	483,924
	3,234
	36.92

	23
	Florence, SC
	125,761
	963
	36.55

	24
	Pine Bluff, AR
	84,278
	364
	36.54

	25
	New York, NY
	9,312,235
	23,104
	36.50

	26
	Orlando, FL
	1,644,561
	10,275
	36.18

	27
	Hickory-Morganton-Lenoir, NC
	341,851
	3,481
	36.08

	28
	Charlotte-Gastonia-Rock Hill, NC-SC
	1,499,293
	14,789
	36.07

	29
	Brownsville-Harlingen-San Benito, TX
	335,227
	795
	35.97

	30
	Houston, TX
	4,177,646
	14,552
	35.70


Source:  Texas Low Income Housing Information Service, using data from the May 2002 Risk or Race? Racial Disparities and the Subprime Refinance Market report by the Center for Community Change 


I hope you will join me in developing an aggressive agenda to address access to capital issues.  In researching and writing the Access to Capital report, I had the opportunity to explore possible state actions that would open access to capital to all Texans and curb the predatory and abusive lending practices that can plague communities.  Among the recommendations that result from the information gathered for the report are:

1. Develop a comprehensive financial literacy program for high school students that teaches the necessary skills to gain fair and useful access to capital.

2. Clearly define the parameters of subprime lending and give State regulators clear authority to monitor subprime lenders.

3. Require full disclosure of information on subprime loans, alternative avenues for mortgage counseling, and full and clear information on the mortgage contract in question in instances of a high interest mortgage loan or mortgage refinance loan.
4. Prohibit the acceleration of mortgage loan indebtedness at the entire discretion of the lender.
5. Further regulate the payday lending market through rate caps, further disclosure and clearer regulatory authority.

 
I look forward to meeting with you soon on this issue.  







Very truly yours, 







Eliot Shapleigh

ES/ks

enclosure:  Texas Borderlands, Chapter 11: Access to Capital and Credit

X:\SHAPLEIG\Shapleigh2\2004Correspondence\Texas Legislature\Lt. Gov\Dewhurst\Dewhurstd access to capital chapter and recs.doc
