     The Federal Housing Administration, or FHA, as it is commonly known, is the best mortgage agency ever devised, in my opinion. While the US has seen unprecedented foreclosures, far fewer of these are FHA loans. This is a fact. Some feel the Mortgage Insurance Premium, or MIP, on FHA loans is bad, but, it is not.  The MIP on FHA loans helps absorb any losses from borrowers who become delinquent. Both good and bad paying borrowers have MIP on FHA loans.  The MIP is the same for any borrower on a FHA loan, and it is quite low, as compared to conventional loans. But, the higher a borrower’s credit score, the lower his interest rate.  Believe me, there are a few things to know and understand about FHA, and the MIP on these loans is a critical element.  MIP is tax deductible, up to an adjusted gross income of about $110,000.  MIP allows FHA loans to have very competitive interest rates.  FHA and VA loans are government loans and the rates on these programs tend to be slightly higher than on conventional, also known as Fannie Mae and Freddie Mac loans.  Even so, FHA loans are far more flexible and easier for a borrower to obtain than a conventional loan. The underwriting guidelines are more consumer friendly than on conventional loans.  Also, with the serious problems Fannie Mae and Freddie Mac have experienced in the last couple years, the Private Mortgage Insurance Companies (MI Companies) have all but abandoned the two agencies, so to speak, because so many MI companies have shut down. Getting a borrower approved on a conventional loan where PMI is required has become extremely difficult.  For this reason, FHA, in my opinion, will be the saving grace of our nation’s housing problem. 

     My only complaint with FHA loans is the limited loan amount.  Effective January 1, 2009, the maximum FHA loan limit here in Bartow county (part of the Atlanta Metro region) will be $320,850. This is a decrease from the current level. FHA down payment is to increase to 3.5%, up from the current 3% down payment requirement.  The down payment assistance is expected to be revisited in Congress, and of course, if passed, will be a huge bonus for the housing market. FHA/HUD foreclosures are plentiful and have proven, based on my experience, to be exceptional buys for borrowers.  The 203K FHA “rehab” loans are readily available, and HUD foreclosures may be purchases with as little as $100 down payment.  

     The HOPE for Homeowners refinance program is beginning to take hold and should help stabilize the housing market. Loan modifications are happening.  The Treasury is stimulating the economy and housing by lowering rates to a level that is practically unprecedented.  Not only is now the time to buy, but homeowners should run, not walk, to refinance their existing mortgages.

