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F

ew iconic stories have taken a greater credibility hit recently than the
American Dream. For the first time in polling history, the majority of
Americans do not believe their children will be better off financially
than they are. The prolonged foreclosure crisis has shaken the belief
that homeownership is the route to economic stability and wealth creation,
for both the wrong and right reasons. What is wrong is the false narrative
that extending homeownership to lower-income people was the cause of the
crisis; but what is right is the understanding that homeownership alone cannot
ensure a life of financial security and prosperity. While homeownership still
has an important role to play in building wealth in this country, in recent years
it has proved to be not as stable, accessible or as affordable as it once was, and
should be complemented by other approaches.
CFED publishes an annual Scorecard that includes a special measure that offers
a unique view into the extent of financial insecurity in American households.
Liquid Asset Poverty measures the ability of a household to support itself
through savings at the poverty level for three months if their main source of
income is disrupted, such as through a job loss or illness. In 2014, almost
of half of the nation (43.5 percent) qualified as liquid asset poor. It turns out
that 25 percent of solidly middle-class households earning incomes within
the approximate range of $56,000 to $91,000 also experience liquid asset
poverty. These data illustrate that almost half of the nation is in need of new
solutions to improve their financial stability and mobility.
The articles that follow present a diversified portfolio of product and policy
innovations that have been proven to strengthen financial security and
economic opportunity. The value of these innovations lies in their range in that
they address the full spectrum of financial needs, from short-term or emergency
savings to retirement accounts and from new methods for building credit scores
to improving access to stable mortgage options for homeownership. These
strategies offer asset development solutions for a broad range of Americans—
whether homeowner or renter, small business entrepreneur or employee of a
larger company—and build financial strength and resilience by building the
household balance sheet.
This issue of Community Investments offers a menu of options that can enable
disadvantaged communities not just to survive, but to begin to thrive in ways
that build hope for the future. These innovations may make it possible for
these communities to once again believe in a more prosperous future for their
children—the heart of the American Dream for all us.
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This publication is produced by the Community
Development Department of the Federal Reserve
Bank of San Francisco. The magazine serves as
a forum to discuss issues relevant to community
development in the Federal Reserve’s 12th District,
and to highlight innovative programs and ideas that
have the potential to improve the communities in
which we work.

