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Many families lost household wealth during the Great 
Recession, but income, race, and place had a hand in 
how they fared. Families in low-income neighborhoods 
were particularly vulnerable because they often had 
subprime mortgages, limited access to traditional credit 
sources, lower home prices, and higher unemployment. 
To get a local view of the financial crisis, we tracked 
these families’ assets and debts through the recession 
and examined the relationship between changes in 
wealth and household and place characteristics.

Using the longitudinal Making Connections survey 
sponsored by the Annie E. Casey Foundation, we looked 
at roughly 2,500 families in low-income neighborhoods  
in seven cities—Denver, Colorado; Des Moines, Iowa; 
Indianapolis, Indiana; Louisville, Kentucky; San Antonio,  
Texas; Providence, Rhode Island; and White Center, 
Washington. The survey was conducted in 2005–06, 
before the recession, with a follow-up in 2008–09.1

In 2008–09, the most common assets these families 
held were bank accounts (78 percent) and dependable 
cars (73 percent). More than half (56 percent) were 
saving—in most cases, for an emergency, retirement, 
education, or a home. Home equity was a major com-
ponent of wealth for these families, as it is for poor 
homeowners nationwide. For the 47 percent who were 
homeowners, average home equity was $66,000. About 
64 percent of families carried debt, with an average 
value of $35,000, most of which was mortgage debt.

How Has the Financial Crisis Affected 
Families’ Assets and Debts?
Savings and debt both went up between 2005–06 
and 2008–09 for families in the Making Connections 
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survey. Low-income families likely have the greatest 
concerns about future income and employment and 
therefore the greatest need to save for emergencies. In 
fact, emergencies were the most frequently reported 
reason for saving. Households that reported saving 
put away an average of $5,200 during this period. 
Average household debt grew by $3,500 and non-
mortgage debt by $970.

While these aggregate findings mirror national 
trends, neighborhood profiles differed. San Antonio 
and Des Moines, for example, showed increases of 
about $4,400 and $3,900, respectively, in home equity 
between 2005–06 and 2008–09, while Providence 
showed a $44,200 decrease. The Making Connections 
site differences reflect, in part, the larger macro
economic conditions to which neighborhoods in  
the seven sites were exposed. Home prices and  
unemployment rates varied greatly across the study.

Do Household Characteristics Matter?
Even within the low-income neighborhoods surveyed, 
assets and debts (and changes in those levels during 
the recession) differed by household income, educa-
tion, and, to a lesser extent, race. Savings, debt, and 
home equity were lower in 2008–09 for minority, low-
income, and less educated families than for white, 
higher-income, and higher educated families. Lower 
debt in these low-income neighborhoods likely reflects 
a lack of access to credit and less ability to invest in 
education and small businesses.

From 2005–06 to 2008–09, for families under 100 per-
cent of the federal poverty level, debt went up by 
$6,000 while savings fell by $1,000, compared with 
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families above 200 percent of the FPL. Race was a sig-
nificant factor in only a few cases. Savings by Hispanic 
foreign-born households fell about $5,300 from 2005–06 
to 2008–09, compared with the change in savings of 
white households. Nonmortgage debt for Hispanic 
U.S.-born households dropped by about $2,600 relative 
to white households, which could reflect tightening 
credit markets since the financial crisis, particularly for 
African Americans and Hispanic borrowers.

Households in which a member has some college 
education generally had more savings, total debt, non-
mortgage debt, and home equity than those with only 
a high school diploma, and much more than those 
who did not complete high school. Younger families 
and families with children have less wealth (less sav-
ings, more debt, less home equity) than older families 
and families without children—a pattern that reflects 
a life cycle view of assets, with families becoming 
more economically secure as they grow older. These 
findings are consistent with national statistics, but 
they hold up even within low-income neighborhoods 
and even after controlling for other household and 
place characteristics.

Do Place Characteristics Matter?
Market conditions, access to credit, and residents’ 
perceptions of their neighborhood are all related to 
wealth holdings, even after controlling for family 
demographic characteristics. Residents who believed 
their neighborhood had shared values and trust and 
believed other residents would do something about 
such common concerns as graffiti, fights, and students 

skipping school increased their total debt and equity 
from 2005–06 to 2008–09. Residents who thought their 
neighborhood had high crime saved and borrowed 
less. This suggests that families that perceived their 
neighborhoods as good places to live were more likely 
to borrow, perhaps to invest in homes.

Most neighborhoods in the survey had substantially 
more subprime mortgage lending from 2004 to 2006 
(ranging from 22 percent in White Center to 61 per-
cent in San Antonio) compared with the nation overall 
(23 percent). High rates of subprime lending were  
associated with less saving and borrowing, perhaps 
signaling less access to credit, particularly from tradi-
tional sources, in the wake of the financial crisis.

Policy Implications
Household and place characteristics matter to families 
accruing assets and debt. Even within low-income 
neighborhoods, certain factors make some households 
more vulnerable than others. Our findings also illus-
trate the importance of place and local conditions. 
Local economic conditions and residents’ perceptions 
of their neighborhood relate to asset building and have 
implications for place-based policy initiatives.

Notes
This factsheet draws from the report “The Financial Crisis and Family 
Wealth Changes in Low-Income Neighborhoods” by Leah Hendey, 
Signe-Mary McKernan, and Beadsie Woo. Serena Lei contributed to 
this factsheet.

1.  While considered part of the 2008–09 group, follow-up surveys in 
Providence and Louisville were actually conducted in 2010 and 2011.
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Given the chance, many low-income families can acquire assets and become more finan-
cially secure. Conservatives and liberals increasingly agree that government’s role in this 
transition requires going beyond traditional antipoverty programs to encourage savings, 
homeownership, private pensions, and microenterprise. The Urban Institute’s Opportunity 
and Ownership Project policy fact series presents some of our findings, analyses, and rec-
ommendations. The authors are grateful to the Annie E. Casey Foundation and the Ford 
Foundation for funding the Opportunity and Ownership Project.
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