The Housing Bill was recently passed by Congress, signed by President Bush and is now being implemented.  This bill is meant to help the nationwide housing market.  A real positive to the bill is the First Time Homebuyer’s Tax Credit which is retroactive for those eligible, back to April 9th of this year. The tax break works like this:  if you are buying a home for the first time, and it is your primary residence, you are eligible for a federal tax credit of $7500 or 10% of the purchase price, whichever is less.  With a tax credit, you subtract the credit amount from the total you’d otherwise pay to the IRS.  So, if you owe $1500 and you qualify for the credit, you’d end up getting a $6000 refund. Not a bad plan.

     There are a couple catches though.  If you earn a modified adjusted gross income of more than $75,000, or $150,000 if you are married and filing your tax return jointly, the credit begins to phase out.  For single people, it phases out completely at $95,000 of annual income, while for married people filing jointly, it phases out at $170,000. The other catch is the credit must be paid back over the next 15 years, in equal amounts each year when you pay your federal taxes.  

     According to the National Association of Realtors, there were about 2.5 million first time homebuyers in 2007.  A large proportion of them would have qualified for this credit, but whether it is enough to stimulate buyers into action the remainder of this year remains to be seen. The tax credit expires on July 1, 2009. It is not often we have this kind of opportunity and this part of the new housing bill is a huge bonus to many who’d like to own a home, especially now.

     Other changes will follow, especially from HUD—Housing and Urban Development, which affect borrowers on Federal Housing Administration, FHA loans.  FHA is expected to implement a new program called HOPE FOR HOMEOWNERS to help those who are in a bind and need to refinance. Exact dates for the upcoming changes have not been announced but are expected before the end of August. 

     Seller funded down payment assistance, or DPA, which has allowed buyers to finance homes with no money down is eliminated effective October 1, 2008. This has primarily been used for FHA loans the past several years.  After 10-1-08, as of now, a buyer on a FHA program must have a down payment of 3.5%. Plans are underway for a new bill to be introduced into Congress after their summer recess.  This bill will attempt to reinstate the DPA program, but industry expectations are that higher credit scores will be required. The company I represent, Pine State Mortgage, has a credit repair program designed to improve a borrower’s credit scores.  This program is free of charge and has been so successful an entire department ofour company is devoted to credit improvement in order to help people become homeowners. Now more than ever, credit scores are critical to a potential homebuyer.  Even more important, however, is the looming end to zero down payment on October 1st. Thinking of buying a home with zero down payment?  Better not wait.

