Capping Mortgage Interest Deduction is Wrong Approach
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President Obama’s budget proposal to place a cap on all itemized deductions will hurt both current and future home owners. It’s the type of medicine that will do more harm than good. Congress should stop this measure in its tracks before it results in another damaging blow to housing. 
On its face value, it sounds like only higher-income individuals will be adversely affected. Those making more than $250,000 annually will not be able to deduct all of their mortgage interest. Instead, mortgage write-offs would be scaled back based on their income.  “So, what’s wrong with that,” you may ask. “Rich people shouldn’t be able to deduct all the interest on their mortgage!”
What President Obama and other proponents of this measure have overlooked is that it will make the steps on the proverbial housing ladder even steeper.  Higher end buyers will have less financial incentive to buy bigger houses and will stay put.  Without the mortgage interest deduction incentive it will cost much more to own higher-end housing and thus decrease its value.  This downward pressure will cause middle and lower-end housing values to decline. The chain reaction will further destabilize home values in virtually every market in the country.
Be assured, this is the first of what will be more attempts to chip away at the deductibility of mortgage interest.  President Obama has an ambitious spending program and he sees the mortgage interest deduction as a tempting way to pay for other spending priorities.  This directive can still be stopped if citizens contact members of congress and let them know the importance of preserving the current tax policy on mortgage interest deductibility. 
A housing market with a “bad cold” surely doesn’t need the “flu” that this chilling proposal would bring about. The vast inventories of unsold homes will grow even larger. In this economic climate, chipping away at mortgage interest deduction will deal another tough blow to homeowners struggling to sell their homes. 

The ability for Americans to fully deduct the interest on their mortgages has been one of the economic hallmarks of our nation. This policy has provided the incentive to make Americans the best housed nation in the world, with over 70 percent of persons owning their own home.  A vast amount of our nation’s wealth is in its homes—a whopping $8.5 trillion of equity. 
Property taxes from homes provide the police, fire protection, schools and other local government services that communities depend upon. One only has to look at how the decrease in property values has negatively impacted the local government’s ability to provide such vital services in communities throughout the region. 
Stabilization of the housing market preserves this important cornerstone of the nation and will help end the downward spiral of the economy.  The new $8000 federal tax credit provides an unprecedented opportunity for first-time home buyers.   These buyers will be able to take advantage of record-low interest rates, a large selection of homes and some attractive prices. For more information on the first-time homebuyer credit, visit www.federalhousingtaxcredit.com. It’s only available until Nov. 30, 2009.
Many builders have “move-in” houses ready and will offer upgrades or other incentives to bring even more value to the proposition. Get an up-close and personal look at over 50 “move-in ready” new homes at the first-ever tri-state Cavalcade of Homes,  held at scattered sites in both Greater Cincinnati and Northern Kentucky, May 2-3, 9-10 and 16-17. Visit www.homebuildersnky.com for more information, including a map to participating homes. Call (859) 331-9500 for a list of participating builders.  Admission to the Cavalcade of Homes is free. 
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