
The Sterling Capital VAULT
U.S. Housing: Out with the New and in with the Old?

Textual data is as of 08.31.2025 unless otherwise noted and is sourced from the Federal Housing Finance Agency and Bankrate.com. Chart data is as of 
07.31.2025. Sources for both charts: U.S. Census Bureau; National Association of Realtors; Sterling Capital Management Analytics.. The views expressed 
represent the opinions of Sterling Capital Management. Any type of investing involves risk and there are no guarantees these methods will be successful. This 
information must be read in conjunction with the definitions and disclosures on the last page.

Since 2020, the premium for a new home has declined versus the median home price of an existing home and, aside 
from a pandemic-induced blip in 2021 when the cost of capital was historically cheap, the median price for an existing 
home is now sustainably above that of a new home. Historically, new homes are priced at a premium to existing homes 
due to newer materials, construction standards, and updated features and designs. What’s happening?

Lock-In Effect
Mortgage rates and home prices (both new and existing) soared post-pandemic and changed the calculus on the cost of 
homeownership. Since 2022, more homeowners hold a below-market rate on their existing mortgage and would face 
higher borrowing costs on a new mortgage. Homeowners are no longer opportunistically moving as they were in 2021. 
The Federal Housing Finance Agency estimates that every 1% increase in the gap between a borrower’s existing rate 
and the market rate cuts sales probability by 18%. As of Q1 2025, 71.3% of outstanding mortgages are below 5%, with 
the average at 4.3%.
Supply
As potential homebuyers opt to remain in their existing homes with their below-market rate, the supply of existing homes 
has fallen below historical averages. Meanwhile, homebuilders have attempted to fill that gap by accelerating production 
of new homes. This dynamic is pressuring new home prices lower and existing home prices higher.

Smaller Homes
Builders have reduced the size of the homes they build. The median square footage of a new single-family home 
declined to approximately 2,140 square feet as of Q1 2024, the smallest since 2009. If a prospective buyer wants a 
larger home, they’ll likely need to turn to the undersupplied existing home market. However, as discussed, many 
existing homeowners are locked into their below-market rate mortgages and are not incentivized to move.
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New Home Prices versus Existing Home Prices

Existing Home Price Minus New Home Price New Single-Family Home Sales Existing Single-Family Home Sales
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Important Information & Disclosures

Past performance is not indicative of future results. Any type of investing involves risk and there are no guarantees that these methods 
will be successful. Economic charts are provided for illustrative purposes only. The information provided herein is subject to market 
conditions and is therefore expected to fluctuate.

The opinions contained in this presentation reflect those of Sterling Capital Management LLC (SCM), are for general information only, and are 
educational in nature. The opinions expressed are as of the date of publication and are subject to change without notice. These opinions are not 
meant to be predictions and do not constitute an offer of individual or personalized investment advice. They are not intended as an offer or 
solicitation with respect to the purchase or sale of any security. This information and these opinions are subject to change without notice. All 
opinions and information herein have been obtained or derived from sources believed to be reliable. SCM does not assume liability for any loss 
which may result from the reliance by any person upon such information or opinions.

Investment advisory services are available through SCM, an investment adviser registered with the U.S. Securities & Exchange Commission and 
an indirect, wholly-owned subsidiary of Guardian Capital Group Limited. SCM manages customized investment portfolios, provides asset 
allocation analysis, and offers other investment-related services to affluent individuals and businesses.

SCM does not provide tax or legal advice. You should consult with your individual tax or legal professional before taking any action that may have 
tax or legal implications.
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