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Several fundamental questions must be answered regarding a
Presidential homeownership initiative. Two important ones

are:

Are the cost of dowkpaymentfor the amount of monthly

interest payments the main impediments to expanded
homeownership?
aqler
-- Poll surveys in 2 seeters indicate the former
but additional data from other states will be
developed by the middle of next week.

Should a new homeownership program benefit all
homeowners or people purchasing a home for the

first time? Current tax laws and government mortgage
insurance tend to aid more affluent homeowners.
Perhaps a new program should only aid those who

want entry into homeownership.
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IAVINGS DOWNPAYMENT VOUCHER/GRANT FEDERAL GUARANTEE OF DOWNPAYMENT REDUCE FHA DOWNPAYMENT REQUIREMENT
1 to, and interest earned on, a savings account $1,000 cash payment to buyer Federal guarantse of loan for one half of dowpayment. This Legislative change to reduce downpayment required for FHA insurance
incame if the savings in that second loan would be secured by a second lien.
used for a by first time hame purchasers. CGurrent Option
1 be $20,000 income, $10,000 total savings, $2,500
addition to 3% for wp to $25,000 3% for wp to $25,000
108 for $25,000 - $35,000 5% for $25,000 - $40,000
20% for $35,000 - $45,000 10% for $40,000 - $50,000
20% for $50,000 - $60,000
families 1.46 million 1.55 million 275,000 {expected FER volure plus incvemants) purehases)
. S
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Raises loan-to-value fram .86 to .89 Based on in-house Lowers & d at p but raises total price of Reduces downpayment: requirement for FHA only by an average of 3%.
research, this would increase housing demand by 60,000 hame if the second lien is amortized at mortgage rate which will
units per year. be in excess of rate of inflation.
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Requires HUD processing at time of guarantee and management in
the event of fareclosure.

Egual subsidy would be paid to families of different wealth.
May have slight inflationary impact on price of housing since
subsidy reduces purchass price.

Amortizing second lien will require a higher incoms
to support loan (e.g., a higher monthly payment because of the
higher mortgage amount).

Requires legislative change. m:;meutat!u:tml_sinm
of $30,000. Could result in FHA P with

fectis refduced "
hmﬂy by $1,000, from $4,000 to

Lowers dowrpayment by $1,000 from $4,000 to $3,000

Reduces downpayment by $2,000, from $4,000 to $2,000; raises
monthly payment by $20, from $286 to $306.

Could lover doepeyment by up &0 $2,500, from 4,000 to §1,500.
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mm‘f;x‘g .l yments o principal ant 1 account: which is to be repaid when the house is sold ar by inltial incoms - X per year in addition to savings.
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DOANPAYMENT VOUCHER/GRANT FEDERAL GUARANTEE OF DOWNPAYMENT
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Requires HID processing at time of guarantee and management in
the event of foreclosure.

Amrtizing secord lien will require a higher incoms
to support loan (e.g., a higher monthly payment because of the
higher mortgage amount) .
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Lowers downpayment by $1,000 from $4,000 to $3,000.

Reduces downpayment by $2,000, fram $4,000 to $2,000; raisas
monthly payment by $20, from $286 to $306.

. Conld lower dxmpaymant: by W to $2,300, Srom $4,000 to §1,300.





