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ACKNOWLEDGING THE PROBLEM

When foreclosures force children from their homes, their
education is disrupted, their peer relationships crumble, and
the social networks that support them are fractured. Indeed,
their physical health, as well as their emotional health and
well-being, is placed at risk. As a result, our attention must
turn to the unintended and often unnoticed impact of the
credit crunch on our nation’s children and their education.
The Center for Responsible Lending projects that one out of
every five subprime mortgages th

at has originated in the last

two years will go into foreclosure. The silent sufferers of
these foreclosures are the 1.95 million children and youth
who are losing their homes, ranging from 1,000 children in
North Dakota to 311,900 childre

n in California (see textbox

on page two). Our estimate is based on projected foreclosures
of 2.26 million single-family home

s, and is likely to be low

because it does not include those children being evicted from
rental units that are going into default, nor does it include
children whose parents default on conventional loans.
Across the country, school districts are seeing spikes in the
number of homeless children entering their classrooms, much
of which is being attributed to the mortgage crisis. For
example, as of April 1 of this year, schools in Cleveland,
Ohio, served more than 2,100 homeless students—a 30
percent increase from last year. Schools in Fairfax County,
Virginia, had served 1,356 homeless students as of April.
With two more months left in the school year, they are on

track to far exceed the 1,405 students served last year.
1

EDUCATIONAL IMPACTS OF MOBILITY

Research shows that children who experience excessive
mobility, such as those impact

ed by the mortgage crisis, will

suffer in school. The National Assessment of Educational
Progress (known as the Nation’s Report Card) has found that
students with two or more school changes in the previous
year are half as likely to be proficient in reading as their
stable peers.

2

Math performance can also suffer, as a

government study found mobile

third grade students to be

nearly twice as likely to perform below grade level in math,
as compared with those who had not changed schoaols.

3

Not only do mobile students do
worse in reading and math, they
are also more likely to be held
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back and eventually drop out. A
U.S. government study found
that third-graders who have
changed schools frequently are
2.5 times more likely to repeat a
grade than their peers.

4
Other

researchers have found that
school and residential changes
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Our estimate of 1.95 million childr

en is based on the Center for

Responsible Lending’s projection that one out of every five subprime
mortgages made in 2005

and 2006 goes into fore

closure. In total,

the Center on Responsible Lending projects a total of 2.26 million
foreclosures on single-family homes, with the bulk occurring in 2008
and 2009.

11

As noted in a recent report by Pew Charitable Trusts,

this projection represents 1 in 33

current homeowners in the U.S. and

is in line with an estimate of 2 million potential foreclosures provided
by Mark Zandi, chief economist of Moody’s economy.com in his
February 2008 testimony before the U.S. House of Representatives

Financial Services Committee.
12

How many children live in the 2.26

million homes projected to be in

foreclosure? Although mortgage data does not contain information on
the presence of children, the Home Mortgage Disclosure Act (HMDA)
does provide information on the race and ethnicity of homeowners
taking out high-priced loans. The Center for Responsible Lending’s
analysis of HMDA data finds that 17 percent of subprime loans
originated in 2005 were to Latino

homeowners, and 15 percent were

to African-Americans.
13

Applying these percentages to the 2.26

million homeowners suggests th

at 388,000 Latino homeowners,

344,000 Black homeowners, and 1.53 million White/Other
homeowners will lose their homes to

foreclosure, as shown in the first

column of Table 1.
14

The next step is to estimate the number of children, by race/ethnicity,
in each home. Recent Census Bu

reau data (from the 2006 American

Community Survey) finds children present in 62 percent of Latino
households in owner-occupied homes with outstanding mortgages,
and an average of 2.08 children in such homes with children.
Applying these statistics for all Lati

no homeowners to those in default

results in a total of 504,600 Latino ch

ildren directly impacted by the

foreclosur
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e crisis.
15

Black and White/Other homeowners have fewer

children per household than Latino homeowners, and the same
methodology results in 281,200 Black children and 1.17 million
White/Other children, as shown in Table 1 below.

Combining the racial/ethnic groups,

a total of 1.952 million children

are estimated to be directly impacted by the mortgage crisis.
16

We use a similar approach to develop state-by-state estimates of
children affected by foreclosure, combining the Center for
Responsible Lending’s state-by-state projections of foreclosures with
our analysis of mortgage-holding homeowners with children by state
(see Table 2).

17
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