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Are You Cutting Corners?
While short cuts may save you lots of money upfront, in the end that approach 
often just leads to some lost opportunities.

Raising the conforming loan limit … would 
reduce mortgage payments for many  
borrowers, which would spur the housing 
market and the economy as a whole.

RecoveRy Tips - By John Walsh

Stimulate the Economy

Over the past several years the U.S. Government has enacted numerous programs intended to 
stabilize the real estate market and stimulate the economy in the face of the housing crisis. 
These programs have achieved varying degrees of success. One successful program that was 

started partly as a response to the crisis was the increase in Freddie Mac and Fannie Mae conforming 
loan limits in designated “high cost areas”. This program was originally a part of the Economic Stimu-
lus Act of 2008, and was intended to give a boost to the housing market.

Further expanding this program is a simple, logical, and low risk way to provide additional stimulus 
to the housing sector. This is why conforming loan limits should be raised to $729,750 uniformly across 
the country. Government sponsored entities (GSEs) Fannie Mae and Freddie Mac have statutorily im-
posed limits that dictate the maximum size mortgage they may fund. Currently the GSE loan limit 
(known as the conforming limit) is set at $417,000 in most areas. Loans above the conforming threshold 
are termed jumbo loans.

However, the $417,000 maximum does not apply across all states, cities, and towns in the U.S. In a 
small number of designated “high cost areas” (such 
as the greater New York City area, the Washington 
D.C. metro area, and many parts of California) 
the conforming loan limit is as high as $729,750. 
Currently in these high cost areas, loans that fall in 
between $417,000 and $729,750 are referred to as 
“high balance conforming” loans and are eligible 
for this program. There are millions of qualified 
borrowers who live outside these “high cost” areas, 

some only a block or two away, who could potentially benefit from increased conforming loan limits.  
Raising the conforming loan limit to $729,750 nationwide would spur home sales and allow many 

jumbo mortgage holders to refinance into the historically low rates that are currently available. Money 
saved on mortgage payments would be pumped back into the economy and the cumulative effect of 
these savings would have a substantial positive impact on the economy.  

Expanding the high-balance conforming loan program up to $729,750 nationwide would signifi-
cantly increase the pool of eligible, qualified borrowers in the beleaguered purchase market.  The influx 
of potential buyers would stimulate these markets and increase home sales.     

Extending the high-balance conforming program would benefit not only the purchase market, but 
the refinance market. There are many borrowers living outside high cost areas that are paying jumbo 
mortgage rates for loans that fall between $417,000 and $729,750. Borrowers who formerly had jumbo 
mortgages with high rates would be able to refinance into lower cost high balance conforming loans, 
saving thousands of dollars in the process.      

Unlike many other government initiatives to help the housing sector, this one would be readily ac-
cepted by both borrowers and lenders without any additional incentives. In light of the issues facing the 
housing market, now is an ideal time to implement this program. ❖
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