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Congressional Housing Bills Leave Impact on Montgomery County Housing Market

Bethesda, Md. - According to Coldwell Banker Residential Brokerage, the economic stimulus package passed in February of this year has had a substantial impact on the housing market in Montgomery County. One of the key provisions of the bill temporarily raised the conforming loan limits in Montgomery County from $417,000 to $729,750 allowing higher priced homes to qualify for the Fannie Mae and Freddie Mac government insured mortgage programs and FHA mortgage programs. In what appears to be a direct result of the increased loan limits, the number of homes sold in Montgomery County in the $599,000-$799,000 price range has more then tripled since the first of the year.
Prior to the increase in conforming and FHA loan limits, homebuyers needing bigger loans typically had to apply for jumbo loans that carried a higher interest rate than conforming loans. With the lower interest rates, home buyers gained the potential to save approximately $400 per month on a $600,000, 30 year loan.
According to Paul Valentino, president of Coldwell Banker Residential Brokerage in Greater Washington, “There is no question that mid-level homes in Montgomery County have really taken off in response to the higher loan limits. Buyers are taking advantage of this limited opportunity which has made a number of homes in the area much more affordable. People who couldn’t get financing at the higher rates were waiting on the sidelines and this is one of the changes that helped bring them back into the market.”
Valentino added that the biggest concern is that the conforming loan limits set by the economic stimulus package are set to expire at the end of the year and the new limits which go into effect January 1, 2009 will be lower. The down payment requirements on FHA loans will also change on the first of the year which could greatly increase the required down payment on some homes.
The Housing and Economic Recovery Act passed at the end of July sets new conforming loan limits which will go into effect on January 1, 2009. The National Association of Realtors predicts that the new conforming and FHA loan limits will be set at the cap of $625,000. 
“Overall, we are excited about the provisions of the Housing and Economic Recovery Act,” Valentino said. “The bill includes a number of key provisions including what basically amounts to a $7,500 no-interest loan for first-time homebuyers and a permanent increase in the conforming and FHA loan limits. On a national scale, the new loan limits are good news but the cap is lower than the current limit of $729,500. Montgomery County is somewhat unique in that it is one of only a handful of markets where the limits will actually come down.”

Valentino said that if the new loan limits were to go into affect today, with a 20 percent down payment, approximately 17 percent of the homes in the range affected by the limits set in Feb. would no longer be eligible for Freddie and Fannie conforming loans and the FHA programs. As a result, financing on these homes could potentially see a big jump in interest rates once the current loan limits expire at the end of the year.
Another area of concern for home buyers with loans in this $625,000-$729,000 price range are the new FHA down payment requirements. Currently, home buyers using FHA loans need a minimum 3 percent down payment. On October 1, the minimum increases to 3.5 percent. However with the reset in loan limits on the first of the year, homes with loans that fall in the $625,000-$729,000 price range will no longer be eligible for these low down payment programs. Home buyers in this price range will be looking at a more traditional down payment of 20 percent. On a $700,000 loan, this could mean the difference between a $21,000 down payment under the current 3 percent versus a 20 percent down payment of $140,000.
“I would advise buyers who are looking at homes in the $650,000-$800,000 price range not to wait too long. Interest rates are relatively low right now and once the new conforming loan limits go into effect, many buyers won’t be eligible for the advantages offered by the Fannie Mae, Freddie Mac and FHA programs,” Valentino concluded.


Coldwell Banker Residential Brokerage is dedicated to creating exceptional real estate services for its customers and communities through the delivery of truly remarkable service. 

For more information on how Coldwell Banker Residential Brokerage can help you, contact visit www.cbmove.com.

Coldwell Banker Residential Brokerage, a leading residential real estate brokerage company in the mid-Atlantic, operates 64 offices with more than 3,500 sales associates serving the communities of the Greater Washington, D.C. Metro area, Maryland and Delaware. Coldwell Banker Residential Brokerage, www.cbmove.com, is part of NRT LLC, the nation’s largest residential real estate brokerage company. NRT, a subsidiary of Realogy Corporation, operates Realogy’s company-owned real estate brokerage offices.
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