Funding the Build

How homeowners are actually paying
for major renovations in 2026—and
the hidden costs that derail them.
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S$470B

The S$S470 Billion
Question

Americans spent over $470
billion on home improvements
last year. Yet, the most critical
decision happens before a
single hammer is swung.

Liquidate
savings
(Cash)

Leverage
existing equity
(HELOC)

Borrow against
future value
(Construction Loan)
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The 2026 Renovation Landscape

6.0% - 8.5%

Interest Rates

Stabilized. Holding in a
predictable range, allowing for
accurate long-term forecasting.

+1.5% - 2.5%

Material Costs

Cooling. Producer Price Index
(PPI) shows only modest growth
as supply chains resolve.

+4.5% - 5.5%

Labor Costs

Rising. Wages are up year-
over-year due to persistent
skilled labor shortages.

Federal Incentives: Inflation Reduction Act (IRA) tax credits can offset efficiency

upgrade costs by up to 30% (windows, heat pumps, electrical panels).

& NotebookLM



The Baseline Cost of Major Projects

$78,500 - $94,000

Slate descriptor

$79,000 - $88,000
Slate descriptor

$165,000 - $205,000
Slate descriptor

$150,000 - $225,000

Slate descriptor

Kitchen Remodel (Midrange)

Bathroom Remodel (Upscale)

Primary Suite Addition (Midrange)

ADU Conversion (Garage)

Recoups 55% - 65%
at resale
Blueprint Blue

Recoups 50% - 60%
at resale
Blueprint Blue

Recoups 45% - 55%
at resale

Creates distinct
asset value
Blueprint Blue

Data reflects national median contractor-led projects for 2026. Lower ranges suit cosmetic updates; higher ranges cover structural changes.
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/‘\ 4_ The Contractor Bid
/ ' 4“ , Direct Costs: Labor & Materials

= | _
| / Financing Costs: $5k-$9k
| | . | A Origination, appraisals, title insurance, and
‘\ /'I construction interest per $150k borrowed.

2

} A Architects/designers ($5k-$15k), structural
v/y/ engineers, and city building permits ($1k-$4k).
J

/ Soft Costs: $6k-S$19k

| Contingency Buffer: 10%-15%

\ A Required buffer ($10k-$15k per $100k project),
, especially critical for homes over 30 years old.

‘ Adds 20% - 30% to total project cost. |
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e Zero borrowing costs or origination fees.
e Uncomplicated timeline with no draw schedules,

bank inspections, or appraisals to coordinate.

Rapid depletion of liquid emergency reserves.

High opportunity cost (lost investment
returns on that cash).

Large structural projects can easily exceed
initial cash reserves, halting progress.




Funding Path 2: Leveraging Equity (HELOC)

Ultimate flexibility for evolving e Variable interest rates mean

project scopes or phased monthly payments can fluctuate
timelines. unexpectedly.

Low to zero closing costs. e Using your primary home as
collateral puts it at risk if
payments fail.

The Math

(Appraised Home Value x 0.85) - Current Mortgage Balance = Maximum HELOC Available




- Funding Path 3: Borrowing Against Future Value

Construction Loan

Mechanism: Short-term financing based on the home’s appraised value after the renovation. Funds

are released in strict stages ("draws") following city inspections. 2026 Rates: 7.0% - 8.5%.

The Advantage The Risk

ey “faw3+ gty DU | Rl o Lo
Carpentry | Released_l_ that exceed current rigorous bank
o S | equity and cash Inspections.
in & e strict draw 000 - $6,000).
Rough-in i _Released____ schedule legally
s protects you from e Higher baseline
" ™ g - - paying contractors for interest rates than
Foundation | F{elr::’se q incomplete work. standard traditional
e ;s mortgages.

e | | . . | | | =
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The Alternative: The Cash-Out Refinance Trap

ﬁ

Mechanism:

Replacing your existing mortgage with a new, larger one
and taking the difference in cash to fund the build.

pr
| When It Works:

Only mathematically viable
If current 2026 mortgage
rates are lower than the
interest rate locked on
your original loan.

The Trap

If current rates are higher than your original mortgage, you will pay the new, higher rate on your ENTIRE

mortgage balance—not just the renovation funds. In this scenario, preserving your low primary rate and
using a HELOC is mathematically far more cost-effective.
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2026 Projects In Practice

Cash Profile HELOC Profile Construction Loan Profile
| Project: Midrange Kitchen Project: Phased Backyard & Project: Second-Story Addition
| . - : Prm:lary Bath . @ : :
All-in Cost: (ISR All-in Cost: | e All-in Cost:
$92,000 ‘ o $145,000 credit line $380,000 f
Slate A | Slate ek ] Slate -
Outcome Outcome Outcome
Completed two weeks ahead of Work spanned 9 months. Disbursed across 5 strict draws.
schedule. Zero bottlenecks Homeowner only paid interest on The structure actively protected
because funding never required the $110,000 actually drawn, the homeowner from advancing
lender approval or phased preserving $35,000 of untouched funds before the rough-in
appraisals. equity without penalty. framing passed city inspection.
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The Master Financing Matrix

Construction Loan

Cost to Close None Low to Zero High (S3k - S6k)
Interest . Gid i Fixed/Draw-Based
e N/A Variable (6.5% - 9.0%) (7.0% - 8.5%)
Flexibility Maximum High (Revolving) Low (Highly Disciplined)
Ideal Project Midrange / Phased / Uncertain Ground-Up / Structural
Scope Cosmetic Timelines Additions
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Aligning Timeline with Capital

_i_

The Core Insight: The biggest mistake is choosing a loan based on a single variable
+(interest rate). You must structurally match the financial tool to the job.

_i_

-1

Project Type

-

o

Ground-Up Addition

-

-

Evolving/Phased Project

18-Month Structural
Addition

Match: Discipline & Protection

Match: Capital Efficiency

Mismatch: Payment Shock

Financing Type

-

L

Construction Loan

=

il

-

L

HELOC

R

il

12-Month
Interest-Only Loan
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Execution: The Three Critical Questions

rY

&

What is the all-in cost, including fees, interest, and contingency?

5

&

4

+
What a good answer | Bid is $120k, plus 15% contingency ($18k) and $4.5k loan fees.
sounds like: Total required capital: $142,500.

4+

&

4 4
What is the detailed draw schedule and inspection process?
- 4+
¢What a good answer Five draws. 10% at permits, 25% after framing passes city
sounds like: inspection. All subsequent draws strictly require lien waivers.
i 4
by &
@ ¢

How does this project’s cost compare to its resale value?

s

4

&
What a good answer sounds like:

Median cost for this scope is $85k, adding roughly S$5Ik in resale value (a 60% recovery). {b

iy
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The Final Blueprint

R

:|s/ Calculate your exact available equity and liquid reserves.

/ Map the true cost, budgeting an extra 20-30% for the

‘bottom of the iceberg’ (fees and contingencies).

/ Select the financing tool that structurally aligns with
your project’s scale and timeline to avoid payment shock.

/| Verify the draw schedule and required inspections

before signing anything.

Data sourced from Remodeling Magazine 2026 Cost vs. Value Report, NAHB Remodeling Market Index, Bureau of Labor
Statistics, Federal Reserve Economic Data, and Harvard Joint Center for Housing Studies.
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