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MEETING WITH SECRETARY HILLS 
Thursday, September 9, 1976 
4:30p.m. 
Situation Room 

Re: Housing Alternatives 

Digitized from Box 17 of the James M. Cannon Files at the Gerald R. Ford Presidential Library



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

1. Are the cost of dowkpaymentl or the amount of monthly 
interest payments the main" impediments to expanded 
homeownership? 

.rr~~~/ 
Poll surveys in 2 aee~ers indicate the former 
but additional data from other states will be 
developed by the middle of next week. 

2. 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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i = ~ """1d Pl'OVidll a tax cnilit to ~ al fint '-
~ lilll.~ i,_. """1d Ile eli.qihle. 'I!-. """1d be a -d.. GIM>. """1d pay 2\ ~ on the a:rt:gage initially, &Id "'1Y Initial~~ would Ile~ - lats _,a Ocotril>utial ~· &Id in~ MmOd en, a ~ eclXUlt $1,000 cub~ to~ -i..- al (1) the .J:t::.. ~ al the tax cnilit "'"11.d be the 

additicmal intmwt due to the variable rate pa:wiaiaw. 'Dlia ~at. Mt rate al u.::r-. I=-ing ~ """1d be ma t:mmble mx- if the AVinglo in that -"""1d accmulate with U.-t in the ~·· QM\. loan _.a ahculd better natdl ria1ng i.nx-. 'Dlia mitigatea """'1.S1t .... - 1lor • ~by tint ti.a Ilana purt:I-.. 
at the au:rent mr"9t rate (91 -~to princlpal &Id inter:9at ==-~~~._us - the - i8 llOld er by 

initial inccllle oawt:raint8 on hcJa>wi-llhip. Llaita """1d be $20,000 in<xae, $10,000 total 911Y!nga, $2,500 
pr1nclpaJ. and intceat at 6\ er (2) the di.ti onalya1'1) &Id _,ta to pc _.. in allllit.l.on to 911Yinga. 
~t at 91 1111 20\ al the '-ily'a incc~:-:i.. ~ princlpal &Id 
out at a.bout the $18,000 .tnoa. 1-1. · - """1d phue 

2. lllllbllrof 1.33 mill1on 
Plmu. 1. 7 lllill.l<n 1. 5 lllill.l<n 1.46· lllill.l<n 1.55 I 
A9llJ.8te1 1.5 llillial fmili8a 

J. Msidy pc 
l'aily1 ~ ~ ~ pc faily in the fint _.. al about $500 - al on-. i8 no cl1nct: ~ invalwo! in the --. tt.ra IDB! $1,000 IOI! °"'""' life al the loon. 

m::e, "'-'-• ~ oaata 1nvol.Wld in all direct loon 
$2,500 -· '· ......,al 230,ooo 

~ 
- QM>. lDlln """1d rDlce .:int:lll.y ~ mcugll - that 80,000 (- oawtraint thlln loan to wlue ratio camot 75 - 100,000 60,000 90,00< 

~ 250,000 to 300,000 alllliticnll t.1u.. "'"11.d be able to affa:d --100\) pc Yeor1 
• '35,000 - withlut: llpmling m:re thlln 25\ al their inocme Rl.i8M l.mn-to-Yalua ma .86 to .89 - on in-heme ~ 

on hcuaing. '!he Giia lDlln would rDice current oaata bit -· thi8 would i.n:.- hcuoin!J - by 60,000 
Ilana . 

U- total ccata i-.. the <lw. loan - be ~ unit& pc_.-. t:. in 

with accmulat.d l.ntcwt. on-, ti-. nay t:. -- J:'Miatanoe 
to thi8 proqr•, •lnoe it lllll:Jstmitialy ..mx- er eliminatae 
IWWWllhip aquity accuulat.ion, one of the prillmy _.ceiwo! 
-ita of haMcwnorahip. 

5. Pint Yeor Allcut: $665 million 
Olt:lAIYa• '!he -- GIM>. lDlln """1d be a.bout $500 after one _... :u IDiB $938 lllill.l<n fl.4 b1ll.1on N:NE 

~~ =-~~· t.ot:al. lencl1nq - the -- , 
6. '1'otal eo.ta I 

n.
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bilJJcn "'*'the pciaS al -.1.dy 1lor..,,, -·· -1'1t.d fe1lieo -nq a " 'Jt'OWth rate in noaaJ. inocnm the $14 ooo '-l1y • '1'otal lencl1nq 1lor the tint _.. puticiponta will ra.:fl a.bout IOiE Yeor 11 $93811 a Y<Br All ccata are l:a:ne in the first yeor a family i8 a IOI! 

ix- out: in 5 _... and h19>K .tnoa. tm1u.. ...i.i ix- out~. $5 b1ll.1on - 5 --· Loalinq to pmrt!.ciponta ~ Y..-21 $1.88B ·-
aitaidy rc1pl.mt. 

in -- 2-5 will be about $10 b1ll.1on. Aa c:unwttl.y ocnc.iwo!, YMr31 $2.868 ·-
total lencl1nq - the -- will incrmat at "" ~ YMn 4-81 $3.758 
mte. In theory, ~. all of - ~ """1d be 
"""""'8E9d .. nc1picta ultilmtely ~their GIM>. i-.. 

7. <llmt pc CJ'int Yeor) • $2,900 ($665 mill1on clivided by 230,000) 
~ (Pint Yeor) - ~ am no cl1nct: ccata to the --· 

(J'irat: Year) - IDIB (J'.l.rst Yeer) - $37,500 to 50,000 (J'int YMr) - $23,000 (Pin 
l'llrd>Mert ('l'otal) - $7,391 (fl.7 bill1cn clividaS by 230,000 inci:mmltal ~) bit in - al bDJat iqloct, total lencl1nq 

('1'otal) - """1d be a.bout $2,800 pc ~ purdiuer ('l'otal) - IDll! ('l'otal) - $37 ,500 to 50,000 ('lbtal) - $23,000 ('l'ot:a 

in the fint y.ar. Mt.c 25 ywiro, CBI!\ """1d 
- lant a.bout $250' 000 pc incr..-tal firat: 
ywir purdiuer • 

•• Ria to the ~Y no default rialt •lnoe pw, Wur'"'8 i8 not required. ~. ~ 1'1 a part:iai).orly high r1alt al default aucciat.d with IncE908ed Pw. dmfaul.t riolc !Diii IDlll A ai.c; 

-ad~ IOUdl .. the Qw. lDlln - my t:. ~ 1ncn = ~ ~ ~inclpal of the tint~. by the 
rate 

9. Faae or 
~~ provided ... tax cnilit, a.tniat:ratia> i8 ~ ~trat.l.on 

,,. ccata lftXllltrollabl. :u the aaoiatanoo u prov1dad GIM>. ""'11.d - to becallt • ~ criqinatr:ir - IKV1.oor ftlA...-..rttinq. Pw. will finllnoe .... thi8 year (section 245) am through tax llY9t8I ., llinial -.u.tratiw cc9t lblld 1-•19nificant cperaticnal -1ty to -.u.tar llqll 
cl1rect -idim, -.u..trat.l.on i8 CClll>IAoc bit the .._. by er ""'11.d have to pay ~ l:m1laorio to provide thi8 eervioe. I tho_. (e.q., """1d lwMI to Clrt1fy inoalm of pcticlpmta the ( 
hellca ccata, """ be ccnt:roll.ed. • of recip1.mta, ($20,000 i.ncam limit~ llld if CCllBtrainta IOUdl .. ~ 

,I 
~ of decmt aafe and ..Utuy houa1nq wre ~. 
"""1d have to wr1fy that oormtrainta _,,mot.) 

10. otn.r 
Prcblmi. 

- ---·· nal. ~ty in the IXJllO i.. """8tantia11Y reilucod Lerder real.otame clue to incraued default riolt and cnat.l.on ot a .., tax l.oqihoJ.a with a 1- oawtitumcy. lrqll&l -idy would be paid to fmillea of di.tftnnt: wal.th. -by the CBI!\ -ad l.ic. Ilia Klbillty &loo i8 ~ -- reilucod ouh flew. Slaw ~t.l.on. ~ :nicipimta will - -al --
to 111 

he nuat - the loan if he ..u. Ilia ~. GI.-. the potmtial to~ ....... in their~ .,.,...,t to - MllY have •li9ht inflatiawry iqiact on prim of hcluainq olnoe lUq. 
- expcnontial qrCJlfth rate of total lencl1nq ...- the - the a ~. At.o, deduct.ion -.mt .- not ~te with oullaidy recluoM purd.- price. 

inc11nct cc9t of llMiticnal in-t on all '?reaam:y l:Jccrowini hcllainq OIJIPO!dit:mw. 
i8 Ulooly to be lltlbatantial. l'inall.y, <1w. could becx111o a 1arg9 
holda- of •in!Jla fmily - if dmfaul.t ra- are as high u nay 
be~y~. 

IK'JICT on~ 
$15, 000 Inocl9 = ~ i:: rCuood by $36, baD $286 to $250, in fint _.., 

lblthly ~ ~ ra2uood by $44, fzOI $286 to $242, in Monthly ~ ~ ~ by $75, ma $286 to $211, in I 
~ ett.ctivoaly redu::ed by $1,000, ban $4,000 to ID011!1r8 ~by $1,000 tzao $4,000 to $J,OOO. -Pmily llUyinq a i-r. No ~ after -ad -· IDltl 

$39 .ooo .,.._ with - _... 'l"otal ~ debt increuM CXllJtinally. by """" firat; )'Wlrl _.t r1- by 3 pcoslt plr ir-t' Olo'l!r tho ~ I $3,000. thzaJgh tax -1ng. 

$35,000~: 
'5,500 pc-. -



lAVIlllS 

' -S. to, an! interest -.nee! an, a eavin;a account 
luctihle fran taxable inacmo if the aavinJs in that 
l""'1 fer a~ by firat ti. heme~. 
I be $20,000 inacmo, $10,000 total aavinJB, $2,500 
additial to oavinga. 

$938M a year 
$1. 888 a year 
$2.868 a year 
$3.758 

- $37,500 to 50,000 

- $37 ,500 to so,ooo 

iftecti"8.1,y nduced by $1,000, frao $4,000 to 
!lb tax """1ng. 

$1,000 

60,000 

Rai8M loan-to-Val.us frail .86 to .89 Based oo in-home -·this wcul.d ~ hcuaing danand by 60,000 
ml.ta -- year. 

$1.4 bill.ial. 

All QOata are borne in the first year a family is a 
aubeidy recipiet. 

(Pirat Year) - · $23,000 

(:lbtal) - $23,000 

l!qual. subeidy wcul.d be paid to families of different wealth. 

llllY haw slight inflatia>ary :iJlpoct oo price of housing sinoe 
llul>aidy reduces purcllUe price. 

lDlier8 ~by $1,000 fram $4,000 to $),000. 

Faderal guarantee of lam 1icr aie half of ~t. 'D1ia 
second lam wcul.d be aecurec1 by a seccn! lien. 

l. 55 llill.ial 

90,000 - 140,000 

IDwers ~ requimd at puEC!iaae blt raiseo total price of 
heme if the aeccrd lien is lllm'tiam at ~ rate Wlich will 
be in excees of rate of inflatial. 

(P'irat Year) - !UI£ 

(:lbtal) 

A significant increue in far9c:lo8uce ratee. Far -18. by 
increuing loon"'Yill.ua ratio by 8 parcent (.86 to .93) fcnclcwre 
rate wcul.d be increued by ll parcent. (elasticity of 1.4). 

Reduces ~t by $2,000, fram $4,000 to $2,0001 ra:lsea 
monthly _.t by $20, frail $286 to $306. 

RIDx:E FHA IX>iNPAYMENr ~ 

Leqisl.atiw cbaD1e to reduce dooq>ayment ~ fer FHA insurance 

~ 

3' for 14' to $25, 000 
lOt fer $25,000 - $35,000 
20t fer $35, 000 - $45, 000 

20,000 

3' fer 14' to $25,000 
Sl 1icr $25 , 000 - $40 ,000 

lOt far $40,000 - $50,000 
20' far $50,000 - $60,000 

Reduces dawr_.....,t ~t :liar FHA Qll.y by an ..,,.,.._ of 3l. 

~-)---
(:lbtal) 

An increase in f<xeclcsure rate. 1'::18ses shcul.d be """""911 by the 
• 5l pranim. 

Roquirea legislatiw charrile· !las --t eftect an - 1n ....,.,.. 
of $30,000. Could result in FHA becallin!I nore oaiprtitive with 
private mortgage insurance. 
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PHEI 
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_,,.. 
'NCUld accmulate with ~ 1n - bar..-'• - lam ~ llhculd better natch rising ~. 'lhls mitiqa1- ""'7;Ult. - used far a ~ by first t1a I-.- i:urct-. --at the curnnt narket rate 19, -~ tX> i:rincipe.l. and~ =--~~ ~ ~ - the - ia 80ld or by 

initial 1ncaaa conatraint8 en l.._,.1111<11hip. Liiii.ta 'NCUld be $20,000 J.ncam, $10,000 t:otal INIYUri!a. $2,500 
i:rincipe.l. ard intanat at 6l or 12) the ~ymia) ard Jllll'lllOllta tn par yur 1n mdl.ticn tX> ...nng.. 
intanat at 9t "'11! 20t of the taily'a 1ncaaa 'lhls ~ i:rincipeJ. "'11! 
out at llbout the $18,000 1ncaaa 1-1. · - 'NCUld ~ 

2. ~of 1. 33 lll1licn 
l'ailJa 1. 7 lll1licn 1.5 llillia> 1.46. mUl.lal 1.55 1 
llaaiat.!1 1.5 ld.llJa> falill.M 

3, ~par 
PaUy1 ~ ~ aubeidy par tmily 1n the lint year of - $500 - of 

'.Dm'e ia no 41rect ~ invDl.wd 1n the - '.Dm'e !OE !OE <Mr the Ufa of the lam. 
ue, i---, in1inct OC11ta invDlwd 1n all dinct lam $2,500 '1,000 -· •• --of 230,000 

:rncr...taJ. 
'!be - lam 'NCUld z:a.oa mcm:bl.y ~ ..,.,.. such that 80,000 cum.r cxxwtra1nt than lam tX> ..i.ua ratio connot 75 - 100,000 60,000 90,()0( 

~ 
parY-.-: 250,000 tX> 300,000 oddit.ianal t.-UW 'NCUld be !Ible tX> afford --S lOOll 

a $35,000 - withcut _.sing men than 25' of their 1ncaaa Rill..- J.cJan--1ua fran • 86 tX> .89 Buad en l.n-hcome IaM"I 
en hcuain;. '!be QM!. lolln 'NCUld ~ curront OCllbl lilt -· thia 'NCUld u.:.- hDuainq c!mord by 60,000 

IDB j 

1ncz-. total OCllbl - the - lam - be ~ uni ta par yur. be 1n 

with 800lllW.at.i intanat. -· ttlllnl nay be mri.t ~ 
tn thia -. ainca it Slbtantially nauc- or al.im1na-
lw1111p 9'11ty accmulaticn, a.. ot the pdamy i-aeiwd 
-ibl ot ..._ "Ollll<llhip. 

5. Pint Yaor About $665 miUicn 
~· 'Iha -- QM\ lam 'NCUld be - $500 after a>O year. If !Om $938 llillia1 $1.4 billicn !Om 

~ ~ ~ ~~· t:otal J...s1nq - the i;rogr .. 
' 

6. Total o:.to1 $1. 7 bUJ.1ai OYW the pariaS of ...midy !or _,,, , 
~ a 7l 9Z<lWth rate in yaar • -iat.i fmiliao. Total 1-lin; !or the f.l.rat year participonta will - - !Om Yaor 11 $93811 a year All ooeta ue !lame 1n the first year a fanily ia a IOE 
(NM out in 5 - - higher~ incaaa, tha $14,000 fmily 'NCUld 

fmUiao 'NCUld (NM out 8CClll!lr. 
$5 bill.1.al aftc 5 yaaro. Iedinq tX> perti.c1plnbl -inq Year 21 $1.888 a yaor ...midy r9Cipient. 
1n yaora 2-5 will be - $10 billial. As currmtl.y CCllD&iwd, Year 31 $2.868 a year 
t:otal 1-i!ing - tha --will inc:raat at an _,.,.nt1.al Yaora 4-81 $3.758 
rate. In ti.cry,~. all of~ outla}'9 'NCUld be 
raoawir.i .. -=ip1.mto ultiat:ely -14 their - laora. 

7. a.t par 
CPirst Yaor) - $2,900 ($665 miUicn divida1 by 230,000) -

~ CF.I.rat Y-.-) - '.Dm'e ue no 41rect ooeta tn tha gDlllll<t8mt, (Pint Yaor) - !Om (Pint Year) - $37,500 tX> 50,000 (Pint Yaor) - $23,000 (P.l.rat 
~. (Total) 

- $7,391 csi.1 bUJ.1ai dividod by 230, 000 ~ ~l lilt in - of llua9et ~. total 1-lin; (Total) - 'NCUld be - $2,800 par ~tal pUEdl&IC ('lbtal) -!Om (Total) - $37. 500 tX> 50. 000 ('Jbtal) - $23,000 ('Jbtal; 

in - firat year. - 25 yaara, QMl. 'NCUld 
- lent - $250,000 par ~ f.l.rat . 
year purd>Mc. 

a. Riak tX> the ~Y no default r1lk •inoo l'Bil 1nwnnoe ia not ~. ~. '.Dm'e ia a parti.c:uJ£ly high riak of clefaul.t &l80Ciat.i with IncraMad PllP. clafault r1ak IOIB !Om A ai.gnl 

""""""' ~ Sid\ - - - .i,,., mi.ch nay be hi9hK 
1ncnm = ~ ~ ~incipal of the first~. by tha 
rate w: 

9. -of ~~ia~ •a tax cradit, a.W.traticn ia ~ ~traticn QM\ 'NCUld haw tX> ...._a~ ariginatxr ard -._ PHP. lft!mwritinq. PHP. will finance ..... thia year (sectial 245) an through tax ayat.i ao ll1n1naJ. ~ati"" OC11t ll:lul.d 1- significant cpraticnal -1.ty tX> .wniat&' RlqU1rt 
<!1rect N:aW.., ~~· If the -iatano. ia pcoricW by or 'NCUld haw tn pay ~ beo1krl tn pmvic1a thia -.rice. . tha progra (e.q., 'NCUld haw tn cartify 1nccmm of partic1panbl theew 
.....,. OC11bl, can be <Xlltrolla4. CXllll].ax, l:ut the lUllber of wcdpionta, ($20,000 1ncaaa limit~ and if cx:mtra1nta audl .. ~ 

purcn. of deomt - mr:I Nnita:ey hDuainq _... ~. 
'""114 - tX> """ify that ccr.t:rainta ...... mt.) 

10. other . 
~. 

'Iha --·· real 9'11ey in tha In. ia lllllatantiall,y - Lm:Ser rao.l.atanoe dua tn U...- clafaul.t riak mr:I cr.ticn ot • ,_ tax lDqihol.a with a larqe ocratit:umcy. Equal inD1dy """1d be paid tX> fcilial of diffanmt wal.th. ~ 

by tha - aoccnd 11.'"1. Ilia IKlbiliey alao .I.a rmJOOd i.e.- reduoed CMll flow. Slalf ~ meat rac1p1attl will - --1 yaara 
tX> aq:p 

he DUat - tha lam if ha ..u.. bl.a hana. Gi-. the pollmtial tx> ~ ~ 1n their~ acacunt tn - Illy haw •lil#>t 1nflatiam:y 1-:t on i:r1ca ot b;Juainq a1nca ~: 

mrpcnmtti.al qrowtll rate ot tlOtll ltn1inq - tha --. tha a ~. &tao, '5llluoticn mount .- not ocrreJ.ate with oullaidy reducoll p..a- price. 
1nd1nct OC11t of additional 1n-.et en all~ bcrrow:IJ>I] hw81nq -..sttur.. 
ia 11.loely Ix> be ...mt:antiaJ.. Pinally, QM!. CXlUld beocma a larqe 
holdr of ainql.a falily 1-.-1 if dafail.t ra- ue ao high aa nay 
be raoacnably toqJCtia!. 

lK'llCT en 'l'YP1.cel = ;r~ ~ nducod by $36, fraa $286 tX> $250, in firat lr'&lrl 
I 

$15,000 Incane 
~ ~ ~ reCluced by $44, fEm $286 tX> $242, 1n ~ ~ ~ reduoed by $75, fEm $286 tX> $211, 1n ~ aftlmtiw1¥ r.iuc.! by $1,000, fraa $4,000 tX> i:.c.-. ~by $1,000 fEm $4,000 tX> $3,000. ~ 

~lloyinqa year. No ~ after oeoond year. 

$39,000 - with $5,~ :.1 ~ dobt ~ oont1mally, by OW!r first Y&irl ~ r.iam by 3 ~ par year .,,_ the ~ I $3,000, through tax ..u.,. mcnthly 

$35,ooo~, -



est earned m, • ll&Vings aooount 
e incmm if the ll&VinJa in that 
ent by first tlme heme Pltd>ullrll. 

$10,000 total lllllfinga, $2,500 

by $1,ooo, from $4,ooo to 

$1,000 

60,000 

au- lam-to-Yal.ua from • 86 to • 89 Based oo in-heme 
~. this would .lnc:eue hou.Jng damn:! by 60,000 
units per yeor. 

$1.4 billial 

All CClllta are borne in the first year a tanily ia a 
8Ullsidy recipient. 

(First Y-ear) - · $23,000 

(Total) - $23,000 

Bqual subsidy would be paid to familiea of d1Hcwit -1th. 

Moy have sJ.i9ht inflatianary illpact oo price of housin,i since 
8Ullsidy reduces purchaee price. 

l.cJNlira ~ by $1,000 fraa $4,000 to $3,000. 

P'adaral guarantee of loan fi:r ooe half of ~. 'lhia 
aaccnl loan would be secured by a aaccnl lien. 

1. 55 milliai 

90,000 - 140,000 

i:a.ars ~ requin!d at purchaee mt raJ.see total price of 
la. if the aaccnl lien ia mtiaal at llllXtqaqe rate .iw::h will 
be in excess of rate of inflatial. 

(Total) - IDIB 

-..-~ by $2,000, fran $4,000 to $2,0001 railss 
lllllthly po.ymant by $20, frcm $286 to $306. 

REDJ::E FHA DCMNPAYMl!Nl' ~ 

Legialati\'9 change to reduce ~t requlled far FHA insurance 

~ 

3• fi:r q> to $25,000 
10• fi:r $25,000 - $35,000 
20• f<r $35,000 - $45,000 

-
··-

-
cn--1---
(Total) - IDIB 

3' for q> to $25,000 
5• for $25,000 - $40,000 

10\ far $40,000 - $50,000 
20\ fer $50 ,ooo - $60' 000 

""1- I.II fowwwdoowta - ~~be..._._ b 
.st i;nm1. .... 

. - i- .,, ____ iw,.'"' ta,900, .._ ... ooo· tD fl,!00. 




