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�
IMPLICATIONS FOR COOPERATIVE EXTENSION. Educators providing money management or homebuyer education should be aware that certain consumers will be more likely to seek a certain type of loan. Educators can provide information about loan to value ratios, mortgage insurance, and mortgage rates and can assist consumers with their ability to qualify for a mortgage with the best terms.








The purpose of this study was to explore the issues that determine whether homebuyers choose a conventional mortgage or a federally guaranteed mortgage specifically those offered through the Federal Housing Administration (FHA) or the Federal Department of Veteran’s Affairs (VA). The research used demographic factors (age, education level, marital status, gender and race), economic factors (income, net worth, debt to assets and loan to value ratio), and credit management factors (credit turn-down history and delinquency experience).





While the U.S. homeownership rate increased to 67 percent in 2000 the denial rate for home loans for low income and minority household also increased for those seeking conventional mortgages. Because FHA and VA mortgage loans are completely guaranteed by the US government they require a smaller down payment than conventional mortgages. FHA and VA loans open more borrowing opportunities to minority and lower income households, and to those who may not meet the guidelines for conventional financing. However, there are times when a guaranteed mortgage is more expensive, i.e. with a loan to value ratio above 80 percent.





The researchers used the 1998 Survey of Consumer Finances. This survey represents 4,305 household. The subsample used for this research consisted of 1,162 who were homeowners, had positive income and had obtained a mortgage on a primary residence between 1993 and 1998. Of the 1,162 households surveyed 31 percent had a federally guaranteed loan while 69 percent had a conventional mortgage loan. Other demographic characteristics of the studied subsample indicated an average age of 44 and education of 14 years. Fourteen percent of the heads of households were women and 16 percent were non white. The average household income was $79,942 with a net worth of $366,437. About 25 percent of respondents had been turned down for a loan or got less than they had requested and over 4 percent had been two or more months late with payments.





Demographic factors that significantly increased the likelihood that the household would obtain a federally guaranteed mortgage included: younger, less well educated and non white head of household.
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�
Economic factors found to affect the decision to obtain a FHA or VA loan included lower income, higher debt-to-assets ratio and higher loan-to-value ratios. Credit management factors, specifically being turned down for credit and late payments, were significantly related to having a federally guaranteed loan.
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