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The 2026 Baseline: A Firm Market Squeezes Budgets

The Q1 2026 RMI
scores >50.

This indicates a
dominant share of
remodelers view
market conditions
as “good.”

o

Contractor backlogs
remain long.

Because demand
outpaces labor,
pricing remains
historically firm.

NAHB/Westlake 100 '
Royal Remodeling : ul.'} -
Market Index (RMI)
Q1 2026

Conclusion: You cannot negotiate away macro-economic forces. Cost control

must happen entirely through internal project planning.
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The Budget Illusion

15-25%

National median budget

overrun on major projects

: )

s b
@®
1-1n-3
Ratio of homeowners who
blow past their budget

The Budget Vacuum

A
[ 1
Initial Final
Quote Reality

Overrun Waterfall

The National Baseline:
Midrange Major Kitchen Remodel: $82,000.

The Overrun Reality:
Over $100,000+ after the 15-25% gap is filled.

Major Addition Baseline:

Primary Suite Addition: $175,000+.
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The Anatomy of the Budget Vacuum

: Believing you can easily live
" without a functioning kitchen
. for six weeks.

B Assuming your 1970s

electrical panel is perfectly
fine for modern loads.

Waiting to choose the exact i N ’

shade of Benjamin Moore
paint until the painter is
standing in your living room.

A vague scope of work is a vacuum. It will inevitably be

filled with rush orders, change fees, and project delays.
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The 7 Hidden Costs Buried in Your Bid

~ Unforeseen Wall Conditions Permit & Planning Fees Logistics of Displacement
- (Rotted studs, ungrounded wiring). (Engineering reports, municipal fees). (Temporary housing).

T
o

The Financing Tax Code Mandates
(Stable, but high HELOC rates). ~ % (Stricter 2024 IRC compliance).

Material Allowances
= (The mid-range trap).
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The Cost of Not Living at Home

Contractor Bid

Short-Term Rentals: Thousands
per month for temporary
accommodations.

.~ The Logistics
- of Displacem

e_n N Storage Logistics: Moving
i and storing furniture to
to clear the workspace.

The Dining Out Tax: 2-3 mon-
ths of restaurant meals while

the kitchen is demolished.

If a project involves your kitchen or all bathrooms, staying in the
home becomes financially and mentally untenable.
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The 2026 Regulatory & Financial Tax

e

2926 Renovatlon Budget

|

Financing Reality

Code Mandates

Home Equity Lines
of Credit (HELOCs)
and construction
loans have
stabilized, but
at significantly
higher rates than
pre-2022.

Financing is now a
major independent
line item.

Adoption of the
strict 2024
International
Residential Code

i

Non-negotiable
hidden costs in
older homes for
electrical safety

and strict /

insulation R-values.

The IRA Opportunity |

Inflation Reduction
Act tax credits.

Requires pre-planning
to capture thousands
in federal credits for
high-efficiency heat
pumps, insulation,
and specific
compliant models
(e.g., qualifying
Andersen windows).
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The Bifurcated Supply Chain: Time is Money

The Fast Track

Standard Materials

ltems like basic lumber or James Hardie
ColorPlus siding. Readily available.

Low timeline risk.

WARNING:
16+ Weeks Lead Time.

The Long Tail

Custom & Luxury
European custom cabinetry, specialty

appliances, imported tile.
= ol

Design selections dictating “Long Tail” materials must be finalized months before

demolition, or carrying costs will inflate the budget while the site sits idle.




The Translation Matrix: Interrogating the Bid

The Homeowner's Question

What is explicitly NOT
included?

The Ideal Answer

Lists boundaries (e.g., finish
materials, final paint, hauling,
landscaping).

The Hidden Threat Avoided

The “Assumed Included”
budget trap.

What are the 3 most common
unforeseen issues for this type
of home?

How do you handle material
allowances?

Predicts code updates,
structural rot near plumbing,
hidden vents.

Demands finalized
selections/sign-offs on mid-

range items (e.g., Ferguson
supplies) before start, utilizing

Feigned contractor surprise
when inevitable older-home
issues arise.

The $5k allowance on a
$12k appliance package.

change orders for upgrades.
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Demystifying the Contingency Fund

‘ Project Survival - YES J ? Design Upgrades - NO x
- — =l

I

True unforeseen problems Mid-project design choices
discovered during demolition. and luxury pivots.

- Termite damage - Suddenly upgrading to a |
- Cracked foundations Waterworks faucet |

- Asbestos abatement - Switching from porcelain
- 2024 IRC code mandates to imported marble

A contingency fund is not an upgrade slush fund.

It is for project survival.



The Contingency Calculator

< 15 Years 0ld

T i

> 30 Years 0Old / Historic
/ Structural Changes

II‘WI‘IIIL I“|1‘I‘WI‘I‘HI‘I|WI|I‘|“|I‘IM‘i‘I‘WI[I‘I lw||‘|“‘I‘I“|I|l‘WI‘|‘”|‘I|IM|I‘ |

-10% Reserve 20% Reserve

(Standard NAHB guideline for newer homes
with fewer hidden structural surprises).
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The Most Expensive Phrase in Construction

| |

"While you're
at [l

Verbal Agreement

Project Delay Margin Explosion (No paper trail)

Unbudgeted Labor
& Material Premium

Scope Change
& Rush Order

This phrase signals an undocumented scope change.

Without an upfront contract revision, the financial control vanishes.



The Defense Strategy: Govern the Plan

40

Step 1:
Lock Your Scope

No ambiguity. Example:
Don't just say "tile.”

Specify: "Schluter-Ditra
uncoupling membrane under
Marazzi Montagna Saddle

6x24 inch porcelain tile.”

£

40

Step 2.
Finalize Finishes

Select every SKU,
appliance model, and paint
shade before demolition
begins.

Eradicate the Budget
Vacuum.

40

Step 3: Defend
Contingency

Enforce a strict written
change order protocol.
No verbal modifications.

Document cost and
schedule impact before
new work begins.
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Turn their sales bid into
your construction plan.

Get the plan right, and

the budget will follow.




