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HOVE BUYER TAX CREDIT WON' T FI X THE FORECLOSURE CRI SIS AND WON' T KEEP PECPLE I N
THEI R HOVES
Congress Shoul d Focus on Restructuring Mrtgages, Not on Housing Oversupply

WASHI NGTON, DC -- Lawrakers under political pressure to “do something” to fix
the current foreclosure crisis nmust act carefully and reject proposals that
will

do nmore harmthan good, including pending |egislation that would create a new
tax credit for people who buy a new house or a house in default or foreclosure
The following is a statement by Jim Arbury, Senior Vice President of Government
Affairs for the National Milti Housing Council and the National Apartnment
Associ ation Joint Legislative Program

“We understand efforts to hel p those who can reasonably afford their houses to
stay in them but a honme buyer tax credit does nothing to help people stay in
their houses. The real problemin the housing market is not the oversupply
probl em which the hone buyer tax credit targets, but the liquidity problem
Investors have | ost confidence in the nortgage market securitization process
and

until that confidence is restored, the housing market will continue to suffer.

“I'f Congress wants to address the problens in the housing sector, we would
encourage themto start with neasures targeting the nortgage market instead of
the sal es narket.

“Proponents argue that the tax credit is needed to stinulate house sales, but a
t axpayer - fi nanced solution to oversupply problens is neither necessary nor
fiscally responsible. The marketplace can, and should, correct it just as it
has corrected past oversupply problens in housing and other sectors

“The uni ntended consequences of a home buyer tax credit should cause any
| awmmaker to pause and reconsider. In short, such a credit could actually
i ncrease foreclosures and accel erate house price declines.

“1t woul d increase forecl osures because it creates an incentive for lenders to
forecl ose so that they can entice a buyer to use the governnment subsidy to take
t he house off their balance sheet. |In essence, the credit would bail out

| enders who nmade bad deci sions by nmaking risky nortgages.

“I't would al so accelerate the decline in house prices, specifically the house
prices of fiscally responsible owers. |f these responsible owners want or
need

to sell their houses, they are now conpeting with new and forecl osed properties
that come with a $15, 000 taxpayer subsidy (the value of the proposed hone buyer
credit). These responsible owners will be forced to |lower their sales prices
by

$15,000 in order to conpete. Should the government be using taxpayer dollars
to

erode the equity of hardworking, responsible homeowners?

“I'f buyers need a $15,000 incentive to cone back to the nmarket, then hone

buil ders and | enders shoul d absorb that cost, not taxpayers. Moreover, |eading
economi sts say house prices will continue to fall and could drop another 10 to

20 percent. Wiy woul d the governnment want to use taxpayer dollars to encourage



people to buy an asset that is expected to fall in value in the future?

“The truth of the matter is that mllions of people were pushed into
unsust ai nabl e homreownership. The fact that many of these forecl osures are
anong

househol ds whose adj ust abl e nortgages have not even reset yet is further
evi dence that there are a lot of people in houses that they sinply cannot
afford

and could not afford on the day they bought them

“We shoul d hel p those honmeowners who can afford their nortgages through sone
restructuring, but we should al so recogni ze that a sizeabl e nunber of

forecl osures are unavoidable. These are the real costs of a failed

‘ homeowner ship at any cost’ housing policy that convinced peopl e house prices
woul d al ways go up. It was exacerbated by the lack of oversight and by the
failure of investors to conduct proper due diligence. Hardworking taxpayers
shoul d not be asked to reward that kind of failure.

“We recognize that the ‘cost’ of this correction may push the econony into a
recession. Qur focus should be on neasures that stinulate the general econony
and that help those nost in need and not on industry-specific bailouts.

“If Congress has $9 billion to invest in a hone buyer tax credit, we should
reconsider our priorities and instead invest that to create nore affordable
housi ng for the people who are going to be displaced fromtheir single-famly
houses in this narket downturn. Mre Anericans are hurt by our shortage of
af f ordabl e housi ng than by the subprime crisis. As of 2005, nore than 4.5
mllion working famlies pay nore than half their incone for housing. That
figure has increased 87 percent since 1997

“This housing downturn is just reinforcing the degree to which we need a

conpl etely new approach to our housing policy. For decades, we have focused on
single-fam |y housing, but changi ng denographi cs and housi ng preferences are
driving nore people away fromthe typical suburban house. According to

Prof essor Arthur C. Nelson, director of the Metropolitan Institute at Virginia
Tech, the U S. will have a likely surplus of 22 mllion large-lot homes (houses
built on a sixth of an acre or nore) by 2025. That's roughly 40 percent of the
| arge-1 ot honmes in existence today.

“I'n the short-term we need to focus on the nortgage market and enact policies
that keep people who can afford their houses in those houses. In the |ong-
term

we need a new housing policy that tackles our affordabl e housing shortage and
that catches up with the changi ng denbgraphics that are driving new housing
choices. In other words, we need a nore bal anced housing policy.”

EDI TOR S NOTE: On January 29, Senator Johnny |Isakson (R-GA) introduced a bil
(S. 2566) to create a one-tine $15,000 tax credit for taxpayers who purchase a
primary residence that is certified by the seller to neet one of the follow ng
requirenents: (1) a new hone for which a building pernmt was issued and
construction began on or before Septenber 1, 2007; (2) an owner-occupi ed hore
for which the first nortgage loan is in default; or (3) a single-famly home
owned by a nortgagor or its agent as a result of a foreclosure. Senate
Republ i can | eaders have al so i ncluded a hone buyer tax credit proposal in a
housi ng stimulus bill currently under devel opnent.

* *x %

NVHC and NAA operate a Joint Legislative Programand represent the nation's
leading firnms participating in the nmultifam |y rental housing industry.

NVHC/ NAA' s conbi ned nenber shi ps are engaged in all aspects of the devel oprment
and operation of apartnent comunities, including ownership, construction

fi nance and managenent. Together, the organi zations operate a federa



| egi sl ati ve program and provide a unified voice for the private apartnent
industry. Nearly one-third of Americans rent their housing, and nore than 14
percent of all U S. households live in an apartnment honme. For nore information,
contact NVHC at 202/974-2300, e-mail the Council at info@nhc.org, or visit
NVHC s web site at www nmhc. org.



