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Week in Review 07-30-2021
SRI Wealth Management Group
Special Focus: Without the Red Lines
The Dow hit 35,000 for the first time last Friday (AP), and this week markets have had a small pullback.  Corporate earnings for the S&P 500 have grown 74% year over year in the second quarter, and with roughly a quarter of all the profit reports in, 90% of companies in the index are beating expectations. (AP)  Major tech also companies reported earnings that beat expectations (Reuters, CNBC) The Fed’s Open Market Committee meeting kept interest rates unchanged and continued asset purchases, but they did acknowledge progress has been made toward full employment. (Forbes)  U.S. GDP grew by 6.5% annualized in the second quarter and is now above the pre-pandemic level.  (AP)  Markets notched mild losses this week: the S&P 500 was down -0.4%, the Dow down -0.4%, and the Nasdaq was down -1.1%.

This June was the hottest June on record in the United States (Climate.gov).  The bruising heat of the West continues exacting a toll: Montana’s trout are in danger (NY Times), and 90% of the West – California, Nevada, Arizona, New Mexico, Utah, Oregon, Washington, Idaho and Montana – are in severe drought conditions. (NY Times)  Climate change is making the instances of extreme weather more frequents and no one – “blue” states or “red” states – is immune.

A Black homeowner in Oakland received an appraisal that undervalued her home by $400,000. (SF Chronicle) Though this story is in our backyard, it is analogous to stories we’ve seen over the past year.  In Florida, an initial appraisal for a Black homeowner was 30% lower than when the homeowner painstakingly removed all indications of race and was not present at the inspection. (NY Times)  A Black woman in Indianapolis did the same thing: removing traces of her identity and having a white friend stand-in for her at the appraisal resulted in an appraisal that was more than double, or $259,000 versus an initial value of just $125,000. (NPR)  Celebrities are also not immune: despite the upgrades a famous comedian did and his neighborhood’s steady appreciation, he received an appraisal that valued his home at just about his purchase price. (NY Times)

While these may be anecdotal stories, the problem of Black homeowners receiving lesser value for their properties is persistent and widespread in the United States.  The redlining policies practiced by the Federal Housing Administration became illegal in 1968, but appraisers frequently value homes using the comparable sales method, which requires tying value to recent sales in the area.  Doing this cements generations of depressed pricing in communities of color. (Bloomberg)  The lack of diversity of appraisers is also an issue: 85% of appraisers identify as white and fewer than 2% identify as Black. (NBC)  Studies have shown that people of color prioritize living in racially diverse neighborhoods, while white homebuyers have a strong preference for living in mostly white communities.  A study of U.S. home values shows that neighborhoods that grew whiter from 1980 to 2015 saw their home appraisals increase by $73,000; neighborhoods that had Black and Lantinx populations grow by 1% per year over the same period had appraisal values decline by $22,000.  The study concludes race now affects a neighborhood’s value more now than it did in 1980. (Bloomberg)  

As we often find to be true in our investing work, enormous economic opportunity exists in a fairer real estate appraisal system.  $156 billion in cumulative value has been lost for Black homeowners according to the Brookings Institute (NPR) – what would local economies look like, what would the opportunities be for banks who eliminated bias in appraisals and mortgage approvals, and exactly how much profit and prosperity is gained if all of the real estate value for communities of color were unlocked?  

Locally, the Bay Area mourns the loss of Glide Church’s co-founder Janice Mirikitani, someone who dedicated her life to fighting for equality and creating a just world. Janice dedicated her life's energy to serve the most needy 24 hours a day with “unconditional luv”. Our hearts go out to the Glide Family and her husband Rev Cecil Williams.

As always, reach out to us with any questions or commentary. Thanks!

Weekend Reads

RBC Global Insight Weekly July 29, 2021
RBC Global Insight Monthly July 2021
Generation Foundation, Principles for Responsible Investment (PRI) and the UN Environment Programme Finance Initiative (UNEP FI)  A Legal Framework for Impact
The Guardian Whether or not the Great Barrier Reef is listed as ‘in danger’ won’t alter the fact it is at risk from climate change
Business Wire Merrill Studies Reveal Challenges Diverse Communities Overcome to Achieve Success and Grow their Wealth
Climate Bonds Initiative Sustainable Debt: Global State of the Market 2020
The Atlantic The Case for Reparations
Weekend Watch

Telling Stories, Saving Lives Of Reasons and Rumors
Telling Stories, Saving Lives Happy Birthday, Granny
Weekend Listen

Climate One How a Manufactured Car Culture Blocks Transit 
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