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July 13, 2018 

 

Kathy Moe 

Regional Director for Consumer Protection  

Federal Deposit Insurance Corporation 

25 Jessie Street at Ecker Square, Suite 2300, 

San Francisco, CA, 94105-2780 

 

Brian Montgomery 

Deputy Superintendent, Consumer Examinations Unit 

New York State Department of Financial Services 

One State Street 

New York, NY 10004 

 

RE: CRC Comments on First Republic Bank application to open a branch in NYC  

 

Dear Regional Director Moe and Deputy Superintendent Montgomery, 

 

The California Reinvestment Coalition respectfully submits these comments in response to the 

applications by First Republic Bank (FRB) to open a branch in New York City. We raise continuing 

concerns about the bank’s inadequate reinvestment activity, and its harmful displacement financing 

practices.1 The Bank should not be permitted to expand its business until and unless it revises its lending 

policies and reinvestment activities to respond to community needs and to the harm it has caused in 

California, New York, and other locations where the Bank is doing business. 

 

The California Reinvestment Coalition (CRC) builds an inclusive and fair economy that meets the needs 

of communities of color and low-income communities by ensuring that banks and other corporations 

invest and conduct business in our communities in a just and equitable manner. 

 

New York branch application. CRC opposes the application by FRB to open a branch in New York City. 

We understand the proposed branch is in an upper income census tract, and that the Bank has no 

branches in low or moderate (LMI) tracts. The Bank should work with local groups to make a strong CRA 

commitment to serving communities in New York. In addition, the Bank should not be permitted to 

open a branch until it ceases its financing of displacement, discussed more fully below, by honoring the 

principles laid out in multifamily best practices developed by the Association for Neighborhood and 

Housing Development, Inc. (ANHD) and its partners (https://anhd.org/wp-

                                                           
1 For more on displacement financing and FRB’s role as an outlier, see our latest report, at   
http://www.calreinvest.org/news/banks-and-wall-street-fuel-displacement-in-oakland-community-groups-
identify-first-republic-bank-as-worst-offender 
 
 

https://anhd.org/wp-content/uploads/2017/06/ANHD_Best-Practices-in-Multifamily-Lending.pdf
http://www.calreinvest.org/news/banks-and-wall-street-fuel-displacement-in-oakland-community-groups-identify-first-republic-bank-as-worst-offender
http://www.calreinvest.org/news/banks-and-wall-street-fuel-displacement-in-oakland-community-groups-identify-first-republic-bank-as-worst-offender
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content/uploads/2017/06/ANHD_Best-Practices-in-Multifamily-Lending.pdf), and by signing and honoring 

the Anti-Displacement Code of Conduct, attached, developed by California community groups and 

endorsed by over sixty (60) organizations. 

 

CRA Comment Letter and FRB Displacement Financing. In February of 2018, CRC submitted comments 

on behalf of a number of Oakland area community groups, as part of the Bank’s CRA examination 

process. In the letter, we discussed concerns that the bank was financing displacement of Oakland and 

California residents by engaging in single family and multifamily lending without proper due diligence, 

and where the Bank knew or should have known that displacement would be a direct result of its 

lending. We urged the FDIC, amongst other things, to ensure that the Bank is not able to successfully 

seek CRA credit for loans originated in LMI tracts and/or for loans secured by properties where rents 

were “affordable” to LMI residents at the time of origination, especially where the Bank knew or should 

have known that tenants would be subject to large rent increases and likely be displaced. We also noted 

the poor reinvestment performance of the bank in Oakland and California. A copy of this letter is 

attached.  

FRB Response. In March of 2018, the Bank responded to our letter. In its response, the Bank does not 

appear to disagree with our analysis with regard to its displacement financing.  

 

The Bank in its letter proudly notes that it played a leadership role in Ellis Act eviction prevention in San 

Francisco. CRC has acknowledged and applauded that decision in the intervening years, including in our 

recent CRA comment letter. But it is untrue that First Republic Bank was willing to act “when it was 

brought to our attention,” or that it “made a swift and voluntary decision to change its credit policy.” 

Two meetings and additional conversations with the Bank yielded no action. It was not until community 

groups protested in front of its headquarters that the Bank agreed to make the change. We appreciate 

that the Bank did so, but it was not easy and it required the kind of unnecessary escalation that the Bank 

now so strongly condemns. In its letter, the Bank takes strong exception to what it deems a 

“confrontational” approach (writing a CRA comment letter). The Bank tries to have it both ways – to 

claim credit for (an admittedly positive) change that it was forced to make, and to decry efforts to again 

force it to do the right thing. We hope again that the Bank will take the opportunity to be a leader by 

revising its lending policies and practices, and enhancing its reinvestment activity, so as to prevent 

displacement and build community wealth. 

 

The Bank also notes that it took action in Redwood City by talking to a borrower owner who was evicting 

tenants, and that this resulted in an agreement to “work with tenants to address their concerns.” It is 

true that that landlord in question talked to the tenants, perhaps as a result of FRB intervention. But 

counsel for tenants confirms that the agreements required tenants to leave their homes, though 

perhaps under less onerous circumstances. More specifically, dramatic rent increases were delayed for 

those who chose to remain, and could only be avoided if tenants left their units with limited 

compensation. Counsel from Community Legal Services of East Palo Alto also reports a near identical 

https://anhd.org/wp-content/uploads/2017/06/ANHD_Best-Practices-in-Multifamily-Lending.pdf
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situation in Belle Haven, Menlo Park2 where a property owner with the same representative took out a 

First Republic Bank loan that encouraged the landlord to increase rents to pro forma levels, dramatically 

increased the rent, and entered into an agreement with tenants on similar move-out terms as in 

Redwood City. The net result from these two FRB loans was that 40 families, 100% of whom were 

people of color, had to leave their homes. That is not preventing a problem, that is not fixing a problem, 

and that is not being part of the solution. That is financing displacement. The attorney for tenants in 

these two complexes is available to further discuss these cases with regulators. 

 

The Bank in its response letter did provide additional data that were not available to the public at the 

time of our February letter. The Bank reports increased mortgage lending in 2017 through its Eagle 

Community Loan program, including loans made to borrowers and neighborhoods of color. CRC is glad 

to see and applaud this needed increase in lending activity. The 2017 HMDA data appear to support this, 

with the Bank exceeding industry single family mortgage lending in Oakland to Asian American 

borrowers and in LMI and neighborhoods of color in Oakland.3 Yet, the data also show that First 

Republic Bank underperformed the industry in Oakland with regard to lending to African Americans, was 

fully 5x less likely to lend to Latino borrowers than the industry, and was half as likely to lend to LMI 

borrowers than the industry as a whole. The bank also continued to make a large number of single 

family home loans to non-owner occupant investors. The Bank made 118 loans to non-owner occupant 

investors in Oakland, 100 of which were in neighborhoods of color. 

 

The Bank in its letter also appears to criticize our analysis of its small business lending record by pointing 

out that we did not account for credit card lending. CRC agrees with FRB’s main point that small 

businesses do not benefit from relying on banks that primarily offer them only credit card loans. And if 

First Republic Bank does not offer or include credit card lending in its small business lending, CRC 

supports and applauds that approach. But as First Republic Bank knows, the small business lending data 

available to the public do not disaggregate lending by type in a way that allows us to easily do this kind 

of analysis. That is why, in part, CRC has been a strong supporter of small business lending data 

collection, as CFPB is authorized to develop under §1071 of the Dodd Frank Act, so we can acknowledge 

small business lenders that are serving the community with good products. We hope First Republic Bank 

will join us in calling for the CFPB to develop a strong 1071 small business data collection rule. But we 

have to strongly disagree with the Bank if it believes that originating 75% of its small business loans to 

businesses with over $1 million in revenue, and originating over 70% of its small business loans in 

amounts of $250,000 or higher is well serving communities in Alameda County. 

 

In its letter, First Republic Bank also asserts it is unfair to hold them responsible for the social problem of 

displacement that it did not cause, that it did not intentionally facilitate, and that it cannot cure. We 

disagree with the Bank on this point. Serial evicting landlords can easily be discerned through proper 

                                                           
2 For more on the displacement of these tenants, see 
https://www.theguardian.com/technology/2018/jun/20/facebook-silicon-valley-housing-crisis-families-pushed-out 
3 CRC analysis here, as always, focuses on home purchase and refinance originated loans to owner occupants, not 
bank purchases of loans made by other lenders, which adds little value to the community.  
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due diligence and can be screened through proper underwriting policies. And problematic landlords who 

are displacement drivers in communities cannot purchase properties without loans from banks like First 

Republic.  

 

First Republic Bank knew or should have known that its underwriting was leading to the direct 

displacement of working families. And we believe that in changing its practices, First Republic Bank can 

be a leader in moving the industry away from displacement financing and thereby reduce the impact of 

the displacement crisis. First Republic Bank in its letter and in other communications acknowledges it 

has the power and the relationships to alter property owner behavior with regard to tenants and 

displacement. The property owner representative in Redwood City told counsel for tenants that he had 

to raise rents because First Republic Bank was making him do so. When First Republic Bank understood 

we were considering submitting CRA comments in part due to concerns about a particular property 

owner borrower in Oakland, it communicated with the borrower who then committed to change certain 

of his practices. When protested for financing Ellis Act evictions, First Republic Bank did change its 

practices. The Bank has caused harm, it can alter landlord conduct, and it can make a difference in 

addressing these problems. It just apparently chooses not to do so, or even to discuss doing so. 

 

Finally, in its letter, the Bank seems to indicate that we want it to stop lending. On the contrary, we want 

the bank to be more heavily involved in lending and investment in the community, but in a responsible 

way. We point the way as to how, by encouraging the bank to sign the Anti Displacement Code of 

Conduct developed by California community groups, as well as to work with ANHD and New York groups 

to honor ANHD multifamily best practices, and to make sufficient CRA commitments to all communities 

where the bank is chartered to conduct business. We attach our latest version of the Code of Conduct. 

 

If you have any questions or wish to discuss this further, please feel free to contact Kevin Stein of the 

California Reinvestment Coalition, at (415) 864-3980. 

  

Thank you very much for your consideration of our views.  

 

Very Truly Yours, 

 

 

Paulina Gonzalez    Kevin Stein 

Executive Director    Deputy Director 

 

 

Cc Rosana Yu Han, Senior Vice President, First Republic Bank 

  

Encl: CRA Comment Letter 

 FRB Response to CRA Comment Letter 

Anti-Displacement Code of Conduct 


