The Community Reinvestment Act (CRA)

The Community Reinvestment Act (CRA) is a federal law enacted in 1977 to encourage
financial institutions to meet the credit needs of all communities, particularly low and
moderate-income neighborhoods.

Overview of the CRA

The Community Reinvestment Act (CRA) was established to combat discriminatory lend-
ing practices, particularly redlining, which systematically denied mortgages to residents in
certain neighborhoods based on racial and economic factors. The CRA requires federal
banking regulators to evaluate how well banks serve the credit needs of their communities,
including low- and moderate-income (LMI) areas.

Key Objectives

e Encourage Lending: The CRA aims to ensure that banks provide loans and services
to all segments of their communities, particularly those that have been historically
underserved.

¢ Regulatory Oversight: Federal banking agencies, including the Federal Reserve, the
Office of the Comptroller of the Currency (OCC), and the Federal Deposit Insurance
Corporation (FDIC), are responsible for enforcing the CRA. They assess banks' per -
formance in meeting community credit needs and consider these evaluations when
approving applications for new branches or mergers.

e Addressing Inequities: The CRA has played a crucial role in reducing discriminatory
lending practices and promoting equitable access to credit for marginalized comm-
unities.

e Performance Evaluations: Banks are evaluated based on their lending, investment,
and service activities in their communities. These evaluations are made public and
can influence a bank's ability to expand or merge.
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Recent Developments

In recent years, the CRA has undergone updates to its regulations to better align with the e-
volving needs of communities and to enhance transparency in how banks are evaluated.
These changes aim to strengthen the CRA's effectiveness in promoting community develop
ment and addressing ongoing disparities in access to credit.

FDIC

The CRA remains a vital tool in fostering community investment and ensuring that all indi-
viduals have access to the financial resources necessary for homeownership and econo-

mic growth.
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