
 

 

National Housing Resource Center 

846 North Broad Street, 2nd Floor 

   Philadelphia, PA 19130-2234 

 

[DATE] 

Senator [Senator first] [Senator last] 

[Office address line 1] 

[Office address line 2] 

Washington, D.C. 20510 

Dear Senator [Senator last]: 

As Congress considers revamping our nation’s housing finance system, it is critical to strike a balance  

between protecting taxpayers by ensuring responsible lending, on the one hand, and protecting the 

American dream of homeownership by ensuring that well-qualified borrowers have access to affordable 

mortgage credit, on the other. The downpayment requirement proposed in S. 1217 does not appropriately 

strike this balance, as it would provide little additional protection to taxpayers, while at the same time it 

would deny access to affordable mortgage credit for large numbers of creditworthy borrowers. 

Accordingly, the below-signed housing counseling agencies and supporters of housing counseling 

urge you to support the downpayment amendment to S. 1217 that was proposed by Senator 

Menendez (amendment 89). 

When coupled with the qualified mortgage (QM) product limitations and documentation requirements (as 

is the case with S. 1217), a 3 or even 10 percent downpayment requirement has been shown to have a 

minimal impact at lowering default rates.
1
 At the same time, a 5 percent downpayment requirement would 

make homeownership a much more difficult, if not impossible, dream for many creditworthy borrowers to 

realize. For example, for a family earning the national median income, it would take 11 years to save for a 

5 percent downpayment.
2
 The negative impact of the downpayment requirement would be especially felt 

by Latino and African American borrowers, as it would take these borrowers, on average, 16 and 13 

years, respectively, to save for a 5 percent downpayment requirement.
3
  

A far better alternative to a legislatively mandated downpayment requirement is to allow the FMIC 

flexibility to set the downpayment requirement for borrowers who have received pre-purchase housing 

counseling. Pre-purchase counseling has been shown to significantly reduce default rates. For example, 

                                                      
1
 See, e.g., Roberto G. Quercia, Lei Ding, and Carolina Reid, Balancing Risk and Access: Underwriting Standards 

and Qualified Residential Mortgages, January 2012 (examining a sample of 19.5 million loans originated between 

2000 and 2008 and finding that for loans meeting the QM product restrictions and documentation requirements, 

5.8% were 90-plus days delinquent, in foreclosure, or had been foreclosed as of January 2012, that an additional 

downpayment requirement of 3 percent only reduced that rate to around 5.5 percent, and that an additional 

downpayment requirement of 10 percent reduced that rate to 4.7 percent). We could expect the currently proposed 

downpayment requirements to fall somewhere in this range, but likely much closer to the 0.3 percent reduction that 

was seen with a 3 percent downpayment. 
2
 This is based upon the purchase of a 2011 median-priced house ($173,600) by a borrower with median income in 

2011 ($50,502) and assumes an annual savings rate dedicated to a downpayment of 2.6 percent. Median income is 

from the American Community Survey. 
3
 This is based on the same calculations as above, but using the 2011 median income for Latinos ($39,589) and 

African Americans ($33,232). 



 

one recent study found that borrowers who received pre-purchase counseling and education were one-

third less likely to become at least 90 days delinquent than were borrowers who did not receive pre-

purchase counseling and education.
4
 At the same time, pre-purchase counseling helps to expand access to 

affordable mortgage credit for creditworthy borrowers, as well as to steer borrowers who are not prepared 

for homeownership away from purchasing a home until they are more ready to do so. 

The amendment proposed by Senator Menendez would keep in place the proposed downpayment 

requirement of 5 percent, or 3.5 percent for first-time homebuyers, but would give the Federal Mortgage 

Insurance Corporation (FMIC) flexibility to set the rate for certain, narrowly defined classes of 

borrowers: 

 Borrowers who have completed a pre-purchase housing counseling program provided by 

a HUD-approved housing counseling agency; or 

 Borrowers who are participating in a program supported by the Market Access Fund. 

Importantly, Senator Menendez’s proposed amendments includes additional protections for MIF. First, 

the FMIC may establish additional standards for borrowers to qualify for the FMIC-established 

downpayment requirement. Also, the legislation requires that the downpayment amount that is established 

by the FMIC not negatively impact the MIF.  

These additional protections, coupled with the proven effectiveness of pre-purchase housing counseling at 

reducing delinquencies, will ensure the integrity of the MIF is not threatened will also ensuring greater 

access to affordable mortgage credit for all creditworthy borrowers. With your support for Senator 

Menendez’s proposed downpayment amendment, we can ensure a housing finance system that is both 

sound and fair. 

Sincerely, 

 

 

                                                      
4
 Neil S. Mayer and Kenneth Temkin, Pre-Purchase Counseling Impacts on Mortgage Performance: Empirical 

Analysis of NeighborWorks America’s Experience, March 7, 2013. 


