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			How Interest Rates Affect the Cost of Building a New Home
		

				

				
				
			
In the real estate world, nothing has been more hotly discussed in recent months and years than mortgage interest rates. Will they go up, will they go down or will they hold steady? The truth is no one knows for certain. For those who are wanting to buy an existing home or build a new home, the best plan of action is simply to know your budget and buy when you are financially ready, regardless of what interest rates are doing.




However, for Gateway clients, it’s important to be educated about how interest rates affect the cost of new construction. This blog will explore how interest rates and other important factors impact the housing market and what this means when you are shopping homes for sale near Cheyenne, Wyo.




Factors That Influence the Housing Market




Interest rates are generally top-of-mind but not the only influencer when it comes to housing prices. Multiple factors affect the fluctuation in home costs. By understanding how each impacts the market, you can determine when it’s the right time to move forward with your new home purchase.




Interest Rates




Interest rates receive a lot of attention because they directly affect a homeowner’s monthly mortgage payment. When rates rise, the payment for a home increases; when they’re low, the cost decreases. For example, if you get a home loan for $200,000 with a 30-year term and you make a down payment of 20 percent (or $40,000), you will owe $160,000. If you put down 10 percent, you will have a $180,000 mortgage. The following table illustrates how much you will pay monthly and over the life of the loan in both scenarios.




	Mortgage rate	Payment after 20% down	30-year interest, 20% down	Payment, 10% down*	30-year interest, 10% down
	5.5%	$908	$167,302	$1,022*	$187,938
	6%	$959	$185,522	$1,079*	$208,632
	6.5%	$1,011	$204,302	$1,137*	$230,119
	7%	$1,064	$223,630	$1,197*	$251,584
	7.5%	$1,118	$243,481	$1,258*	$273,670

*Calculations do not include private mortgage insurance (PMI), which may be required on loans with down payments of less than 20%. The actual monthly payment may be higher.



In short, a one percent change in mortgage rate could equal tens of thousands of dollars in savings or additional cost over the life of a 30-year loan. In addition, higher interest rates typically reduce the amount of money you can borrow for a mortgage, while lower interest rates mean you can borrow more.
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Supply & Demand




Supply and demand are also critical factors shaping the housing market. When an excess number of homes is available, sellers must reduce their asking price to attract a buyer, creating a “buyer’s market” where supply outpaces demand. In a “seller’s market,” the demand is greater than the supply of homes, allowing sellers to price their home higher and increasing the competition among buyers.




The Economy




The overall health of the economy plays a role in the housing market since people will only buy or build a new home when they can afford to do so. Housing prices often increase during periods of economic growth. A robust economy typically leads to an increase in employment rates, resulting in financial security that often leads to the willingness to invest in a home purchase.




During periods of economic struggle, businesses close and jobs become less secure, making the average person less willing to make significant purchases such as buying a home. Inflation can also lead to higher mortgage rates and increase the cost of building materials, consequently increasing the cost of new homes.




Cost of Construction




As observed during the COVID-19 pandemic, higher material costs can significantly increase home prices. Many building materials — and lumber in particular — skyrocketed in price during this time. The price of lumber rose steadily from $200 for 1,000 board feet to over $1,600, causing the cost of building a new home to rise more than $35,000 on average, according to the National Association of Home Builders.    




The prices of other raw building materials like concrete, windows and doors, siding and roofing are often in flux too, further impacting the final cost of building a new home.
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Ready to Build a New Home? Work With Gateway




If you are considering a new construction home, Gateway can help you at every stage of the process, from working with our preferred lender to get the best interest rate to making design selections to the final walkthrough. We offer the opportunity to design and build a custom home or you can choose from our portfolio of customizable floor plans. To get started, call our team at (307) 632-8950 or contact us online to connect with a member of our sales team!




Stay up-to-date with Gateway by following us on social! You can find us on Facebook, X, Instagram, LinkedIn and YouTube.
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							Plans, dimensions, sizes, specifications, materials, and prices are subject to change without notice. All dimensions and sizes advertised are approximate and drawings may not be to scale. Pricing may or may not include incentives currently being offered. Floor plans and elevation drawings are artist renderings and may vary from actual construction. Features and options listed may not be available for all homes or in all communities. Pictures used to market a specific home may be of a similar home built with options not included in the base price. A homebuyer may be limited to what options are available on homes already under construction. Reproduction or any other use of the plans, pictures or artist renderings found on this site, or links within this site, is strictly prohibited without the express written consent of the copyright owner.
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			SHOPPING FOR A NEW HOME? 
		

				

				
				
			Get $1,000 OFF a Gateway Home!
		

				

				
				
							Sign up for our email list and we’ll send you our latest updates and new listings, along with serious savings on your next home purchase.
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