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Bucking historical trends, study
finds that new homes in California
often cost less than existing homes

BY TIM MURPHY
NORTH STATE BUILDING INDUSTRY
ASSOCIATION

istorically, buying a new home

has generally been more expen-

sive than buying an existing

one. That’s due to higher build-
ing costs for labor and materials, land
supply issues, more stringent permitting
requirements and, of course, high devel-
opment fees charged by local govern-
ments. In the Sacramento region, those
fees alone on average add more than
$100,000 to the cost of every new
home.

But as we all know, these are not ordi-
nary times. Mortgage interest rates are
stubbornly high, there is great economic
uncertainty due to massive changes in
federal policies and there’s still a relative
scarcity of existing homes on the market,
which drives up housing prices.

A recent study by mortgage lender
Lending Tree analyzed the cost differ-
ence between new and existing homes
across the country.

While in most parts of the country,
new homes still cost more, in three states
— California, Vermont and Delaware —
the study found that existing homes are
significantly more expensive than new
ones. In fact, in the Golden State, exist-
ing homes cost 24.7% more on average
than new ones — a difference of
$193,682.

The study also found that, on average,
California residents can qualify for a
new home with $173,786 in annual in-
come — nearly $57,000 less than the
income required for an existing home.
(The full report, compiled with statistics
from the National Association of Home
Builders, the Census Bureau and the
Federal Housing Finance Agency, is
available at https://www.lending-
tree.com/home/mortgage/new-vs-exist-
ing-study/ ).

So if you’re looking to buy a home, this
really is a good time to consider buying
new.

Many builders are offering generous
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A recent study found that in California, new homes today are on average significantly less expensive than existing homes - just
another reason why buyers should consider purchasing a new home.

incentives to make a new home more
affordable. These can include buying
down a buyer’s mortgage rate, providing
down payment assistance, covering some
closing costs and providing upgrades.

Besides the purchase price, there are
several other ways that buying a new
home will save you money compared to
an existing home.

e You’ll save on energy costs, because
new homes are far more energy efficient
than homes built even a decade ago —
and even more so compared to homes
built earlier than that. Homes have better
insulation, solar power and higher-effi-
ciency windows that block heat.

e You'll save on repair costs, since it’s
unlikely that your HVAC system, your
roof or your appliances are going to need
to be repaired or replaced for many
years. After all, they’re all brand new.

And in the event of an unlikely problem,
builder and manufacturer warranties will
cover many of your costs.

e And you won’t have to think about
undertaking costly renovations to make
your dated floor plan more functional.

There are many other advantages to
buying new.

One of the main ones is that new
homes have smart technology built in.
These features include such things as
thermostats that control the home’s
temperature automatically, lights that
turn off when you leave a room, security
cameras for inside and outside the home
and smart door locks that let you lock
and unlock your doors with the touch of
a finger or a voice command.

In addition, new homes are built for
today’s lifestyles with open floor plans,
modern kitchen designs and other im-

portant features. You can personalize
paint color, window finishes, flooring
and appliances. Also, master-planned
communities often include amenities like
parks, recreational facilities, trails and
community spaces.

So if you’re considering purchasing a
home, make sure to take a look at the
more than 190 new home communities
in the Greater Sacramento region, and
see how BIA member homebuilders are
working to help you buy the new home of
your dreams.
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housing opportunities in the Greater
Sacramento region.



