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ByBOBTEDESCHI
rTn HE federal economic stim-

! ulus package signed last
å month has started to take

effect for mortgages, and the re-
sults for borrowers in the New
York area are not encouraging.
\iffrile more homeowners are eli-
$ble for bigger loans than were
initially expected, they are not
yet getíing a meaningful break on
interest*rates, dampening hopes
lhat thgplan would give the hous-
ing market an immediate boost.

The stimulus plan lifted the
$!ze;;11i¡pits for loans eligible for
purihase by Fannie Mae and
Freddie Mac, two government-
sponsored companies that resell
packages of loans to investors.
Previously, only mortgages be-
low $417,000 qualified as so-called
conforming loans.

Mortgage executives had be-
lieved the new limits would reach
about ,$650,000 in the greater
New York area, but earlier this
month the government said loans
below $708.750 for Fairfield Coun-
!y, Conn., and loans below
5729.750 elsewhere in the New
York City area would qualify.

Fannie Mae and Freddie Mac
set rel4tively strict standards
that banks must use to screen
bornowers for these mortgages,
thus building a safer package of
loans to sell to investors. That,
Dlus.-the suarantee that Fannie' :  , É I l  1 '  -
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A\ü/errd Froffì the Naysayers
Mae and Freddie Mac will buy
the loans, helps keep rates on
these mortgages low.

But when banks began actually
accepting applications for the
loans in recent weeks, investors
who will buy the loans from Fan-
nie Mae and Freddie Mac ap-
peared a bit gun-shy, apparently
because they believe the bigger
loans will be less lucrative in the
long run. The result? Rates on
the new "jumbo conforming"
mortga€es were five-eighths to
three-quarters of a percentage
point higher than on the smaller
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loans.
"This will be a big disappoint-

ment for consumers who were
hoping to see rates the same or
close to conforming," said Penn
Johnson, president of the Stam-
ford Mortgage Company, a Con-
necticut mortgage broker.

Mr. Johnson said that around'March 
20, banks like Chase,and

Wells Fargo were offering mort-
gages at 6 percent for conforming
loans, while rates on jumbo con-
forming mortgages were at least
6.75 percent. Loans above
$708,750, he said, carried interest
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rates of 7 percent.
Mr. Johnson and other lend.ers

said they would continue direct-
ing borrowers who wanted big-
ger loans to savings banks. They
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often keep mortgages on their
own books, rather than selling
them to invèstors, so they can
make loans under their own un-
derwriting standards.

Rates on $700,000 loans from
savings banks in late March were
about 5.5 percent, but they were
also more difficult for borrowers
to get. In some cases, only those
with more than 30 percent equity
in their homes could qualify.

"Right now, the mortgage por-
tion of the stimulus packaee is to-
tally useless," saidbaniei Shluf-
mán, pfesident'óf the FCiVIC.:
Mortgage Corporation in Clifton,
N.J. "And if rates don't drop by
May 1" - when many buyers will
want their financing lined up, be
believes - "it's not going to help
the purchase market at all."

The refinance market coulcì
possibly flourish, IvXr. Shh¡f¡nan
said, if rates dropped to about
6.25 percent. "And I do believe
the rates will come down," he
said. r'Something's got to give."

Frank Sillman, chief executive
of the IndyMac Mortgage Bank
in Pasadena, Calif., said he, too,
believed that lower rates might
be on the way and that Fannie
Mae and Freddie Mac might ulti-
mately buy and hold more large
mortgages. "Obviously, we're in a
market where the supply and de-
mand for mortgages is out of
whack." he said.
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