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Little-known laws make buying a house easier for low-income residents 

Steve Higgins , Register Business Editor 

For people who live in census tracts designated as low- or moderate-income areas, a new federal law and a little-known banking provision together make this a good time to consider buying a home, said Steve Habetz, president of Threshold Mortgage in Westport. 

Much of the New Haven area falls into those income categories, which are U.S. Census Bureau designations.

Few people are aware of a provision of the federal Community Reinvestment Act of 1977 that requires banks to provide credit throughout their market area and not just in wealthier neighborhoods. The idea is to prevent racial discrimination in lending, both to homeowners and small-business owners.

Since federal approval for bank expansions partly hinges on compliance with the CRA, banks offer a variety of programs in low-to-moderate income areas, known as LMIs, in order to make a significant amount of loans in those areas.

"There are some attractive programs out there for people living in those areas," said Mike Savinelli, executive director of the Mortgage Broker’s Association.

Habetz said many banks offer low-interest mortgage loans to attract more customers from LMIs, some at a discount of up to three-eighths of a percentage point off the going rate. Right now that would result in a mortgage loan at 5.75 percent interest.

"This is a program of great benefit to the consumer and should be promoted more to the general public," said Habetz. "Someone may be able to afford a home they might not otherwise be able to."

The federal government also passed a law last year making mortgage insurance tax-deductible for anyone with a household income of $100,000 or less if they buy or refinance a home after Jan. 1, 2007.

Consumers who put less than 20 percent down must pay mortgage insurance, and many low-income buyers make much smaller down payments.

A homeowner with a $100 a month mortgage insurance payment and a 25 percent marginal tax bracket would save $25 a month simply by refinancing, Habetz said.

"Combining these two items makes home buying more affordable this year than last," he said.

The low-interest LMI loans also are affecting the refinance market, since interest rates have dropped over the past year, he said.

"Anyone who bought a house a year ago at 6.5 percent can refinance now and save significant money on their monthly bill," Habetz said. "For instance, if you took out a $250,000 loan at 6.5 percent and refinance at 5.75 percent, that’s a savings of $1,875 a year."

To find out if you live in a census tract designated low or moderate income, go to www.ffiec.gov, click on "geocoding/mapping system," enter your address and click "search," then click "get census demographic" on the next page, then see the line "tract income level."
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