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This is an explanation of the procedures followed to merge the HMDA and Dataquick datasets in creating the final datasets.

The two datasets are merged on the following variables:
county:
County in which the property is located

tract1:
A four digit Census tract code.  (Dataquick provides a six digit tract code.  Dividing this variable by 100 returns the variable tract, and rounding down to the nearest integer returns tract1)

loanamount1a:
The amount of the loan in increments of $5,000.  (Amounts are rounded down to nearest multiple of $5,000.)
This merge creates a large number of potential matches.  The following algorithm determines which potential matches are kept and generates a flagcode indicating the specific rule used to keep a match.

Important variables used:
tractdif: This is the difference between the tract variable from Dataquick (ABCD.EF) and the tract variable from HMDA (ABCD)
loandif:  This is the difference between the two reported loan amounts, measured in thousands of dollars.

lname:  Lender name, taken from Dataquick.
rname:  Respondent name, the lender’s name as given to HMDA

namematchAA:  The namematch variables are binary variables equal to one, if the first AA letters of rname and lname are identical

Merge Algorithm

Step 1:

A match is created if tractdif = 0, loandif = 0, and namematch10 =1.  The number of these matches created for each Dataquick respondent is recorded.  If there is at least one match at this criteria level for a respondent, all other observations involving that respondent are deleted.  i.e. we are only keeping the best matches for each respondent.
A flag code is then created for the matches.

Step 2: A match is created if, loandif = 0, and namematch10 =1.  i.e. a four digit tract match.  The above process is repeated. 

Step 3, Step 4,    A match is created if tractdif = 0, loandif = 0, and namematch09 =1.
We proceed to matches with 4 digit tract matches on 9 letters and so on.  We continually weaken the match criteria and allow the flag code to indicate the criteria upon which the match was formed.

Broker Matches

……..
Multiple matches:
After the criteria are weakened sufficiently, there remain some multiple matches.  For example, there exists multiple HMDA records which match a Dataquick record, for a given set of criteria.  

We use the following algorithm to determine which observation to keep.  We take the following steps, in the order in which they are listed, to eliminate the extra matches.

1) If the multiple matches fall in the criteria of loandif < $3,000 or loandif < $5,000, we keep the observation with the smallest loan difference.

2) We drop observations where the applicant income is not reported.
3) If the race and income (reported in HMDA) is the same for all matches for a given Dataquick respondent, we take the first observation

4) If the race (reported in HMDA) is the same for all matches, for a given Dataquick respondent, we take the observation with the highest income

5) Choose an observation at random

Flagcodes:
flagcode has 7 digits ABCDEFG that represent:
A = 6 if based on a 6-digit tract match

A = 4 if based on a 4-digit tract match
BC: 00-10 based on number of digits of lender name that matched 
D: A binary variable equal to one if broker criteria were used to create match

E: 0-5 distinguishes quality of match when mortgage broker criterion was employed. E is always equal to zero if D=0.  If D=1, E=1, 2, 3, 4, or 5 indicates the ratio used to determine how good the match is.  Better matches result in higher numbers
F = 0, if perfect match on loan amount ($0-$999); 2 if off by $1,000-$2,999; 5 if off by $3K-$4,999 
G = 0, if no additional criteria were used to select between two or more
potential matches.  
G = 1, if dropping observations where the applicant income is not reported reduces number of matches per Dataquick respondent to one.  

G = 2, if taking the first observation when race and income (reported in HMDA) is the same for all matches, for a given Dataquick respondent, reduces number of matches per Dataquick respondent to one.
G = 3, if taking the observation with the highest income when respondent race (reported in HMDA) is the same for all matches, for a given Dataquick respondent, reduces number of matches per Dataquick respondent to one.

Note: flagcode = 603002G and flagcode = 403002G have been coded as flagcode = 623000G and flagcode = 423000G

flagcode2 indicates the number of matches per Dataquick respondent.
