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a. The housing affordability index considers median income, median home prices, and interest rates. When the index is at 100, a family earning the median 
income can afford a medium-priced home with a conventional financial arrangement. A higher index indicates a more affordable housing market. 
SOURCES: Bank Rate Monitor, various issues; National Association of Realtors, Real Estate OuNook, Market Trends, and Insights; and Mortgage Bankers 
Association of America, National Delinquency Survey. 

One of the nlost interesting trends in 
housing finance throughout the 
1990s has been the declining impor- 
tance of government ins~lrance in 
the nio~stgage m2uliet. Early in the 
decacie, the Federal Mousing Au- 
thority (FHA) ancl the \ietel;lns Ad- 
n~inistration (VA). hy htr the largest 
two fecieral programs, guaranteeel 
loans in nearly half of all U.S. mort- 
gage originations. By the seconcl 
clual-ter of this year, liowe\~er, fecler- 
ally insureci mortg:1ges constit~lted 

only 31.9% of new originations. 
This general trend has been even 
more ixono~~nced  in Ohio. 

'I'he change is attributable to se\.- 
er;d klctors. First, private mortgage 
insur'lnce has become mucli more 
flexil~le over the last several ye:lrs. 
For ex;lniplle, loan-to-value ratios 
of 9i%, once unthinltable without 
fecleral guarantees, are now regularly 
~tppro\.eci I > J ~  private insurers. Second, 
the cornbination of low mortgage 
mtcs :lnd increasingly afforclahle 

housing in the L.S. has enableci 
more I~orrowers to forgo fecleral pro- 
gra~ns for less costly private insur- 
ance. Finally, the recent explosion of 
hanlis offering special loan programs 
for Ion-  ancl moderate-income 
t~orro~vers  (often with special sates 
ancl terms) has probably lielpecl 
retluce the volume of feclemllp guar- 
anteecl loans, 1,ecause these hank 
programs ofler such borrowers a pri- 
vate. niore altr:kctive, alternative. 
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