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Last chance for lowest-cost loans
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2. Down payment

Another big attraction of FHA loans is the low down payment requirement. You can get into an FHA-insured mortgage with as little as 3.5% down -- that's $8,750 on a $250,000 home.

That's likely to increase, too. The idea would be to raise a borrower's stake in the investment, reducing the chances you'd default.

The cost to you: Some in Congress want to raise the minimum down payment on an FHA-backed loan to 5% of the purchase price. That means you'd have to come up with $12,500 to buy a $250,000 home -- $3,750 more cash than today. (Read "The end of the 0% down payment" and "How to come up with a down payment" to learn how down payments work.)

3. Credit scores

During the housing boom you could get an FHA loan with a FICO score below 500. The government has been steadily raising the limit since mortgage lending has contracted.

Today, you need a minimum 600 FICO score to qualify for an FHA-backed loan. (Get a free credit score estimate here.) For many borrowers, that's not really an issue, because their lenders require even higher scores. But a few lenders resell their loans directly to the FHA, not to loan aggregators or other banks. These lenders, for a price, will lend to borrowers with the FHA minimum FICO score, which means that today it's still possible to get an FHA-insured loan with a FICO score of 600. That's about to end.

Donovan told Congress that the administration intends to raise the minimum FHA requirement "for the time being" to weed out risky borrowers. He didn't say by how much. Speculation ranges from 620 to 640. It's possible that the new requirements will be multilayered, letting borrowers balance a lower credit score with, say, a bigger down payment.
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"Of all these things, that will have the biggest impact, because there are so many borrowers who fall below the 620 score," says Dale Vermillion, author of "Navigating the Mortgage Maze: The Simple Truth About Financing Your Home." "Today, a lot of people have had credit issues, and their credit scores have gone down. When you combine the two (insurance and down-payment increases), it's certainly going to have an impact on purchases." (If your credit score is low, see "Raise your credit score to 740.")

Raising FHA's minimum score changes the playing field, says Stern. While private lenders usually do require higher credit scores, they can drop their limits quickly when lending safety has improved. A higher minimum FHA requirement means lost flexibility for retail lenders and their homebuying customers.

The cost to you: Buyers with FICO scores under the new minimum, be it 620 or 640, will be shut out of loans. The rules probably will become more rigid than they are today.

4. Seller contributions to closing costs

Sellers sometimes agree to help pay a buyer's closing costs. It's a way to help a cash-poor buyer make a purchase. Currently, the FHA lets sellers contribute as much as 6% of the house price. The administration is considering reducing that to 3%.

"Three percent is what conventional loans allow, industrywide," says Chad Bergman, a mortgage banker with Frost Mortgage in Littleton, Colo.
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The cost to you: Probably nothing. In practice, a reduction to 3% probably won't matter to most FHA buyers, at least today, Bergman says. Closing costs are based in part on loan amounts and interest rates, and they were considerably higher several years ago, when home prices and interest rates were higher. Today, closing costs average just $2,732 nationally on a $200,000 loan (they vary from state to state), according to a study by Bankrate.com.

If you were buying a home for $210,000, borrowing $200,000 and your closing costs were $4,000, currently the seller could pay up to $12,600 (6% of the home's price) toward your closing costs -- more than enough to cover the whole bill. If the seller's allowed "concession," as it's called, dropped to 3%, your seller could pitch in up to $6,300 -- still plenty.

'Still the best loan out there'

Taken together, the upcoming changes will make homebuying harder for individual consumers, no question about it. And the administration says it intends to back out of its expanded role once private lenders start making more loans again.

But, Stern says, "FHA still has the lowest down payment in the industry, still has unbelievably low interest rates and still is doing fixed-rate 30-year amortization mortgages. It's still the best loan out there."

