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Tear-Downs Accounted for 10% of 2016 National Average Mortgage Rates
Housing Starts

In some areas, they are called "scrape-offs," but the usual term is tear-down;
demolishing an existing home to build a new one in its place. Tear-downs, not
to be confused with in-fill building where a house is erected on a vacant lot in
a developed neighborhood, are often just a matter of replacing an aged or
decaying property with a new home. But not always.

Tear-downs can be a builders' staple in desirable towns where buildable land
is at a premium and housing prices are rising. There can be a tipping point
where the land is worth more to a builder than the house sitting on it will
bring from an owner-occupant or an investor.
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The National Association of Home Builders (NAHB) just issued a report on 30 Yr. Fixed 6.27% -0.08 0.00
tear-downs and estimates there were 79,300 single-family homes removed in

. 15 Yr. Fixed 5.65% -0.20 0.00
2016 to allow erection of a new structure. Thus tear-downs accounted for
10.2 percent of all single-family starts. The number and share jumped 30 Yr. FHA >.67% -0.05 0.00
sharply from 2015 when there were an estimated 55,000 such starts, a 7.7 30 Yr. Jumbo 6.49% -0.06 0.00
percent share. 5/1 ARM 6.05% -0.16 0.00
NAHB defines a tear-down start as a home built on a site where a previous Freddie Mac
structure was present or there is evidence there was. Their data is based on 30 Yr. Fixed 6.35% -0.51 0.00
reports from the new home's builder. This, they say, is the only practical way 15 Yr. Fixed 5.47% -0.69 0.00
to produce an estimate; if a structure had been present on a building site Mortgage Bankers Assoc.
riiel.'ltlz/hit whoultdbulsual Iytll':eabve. ls(;)me' evidence thata bt.JiII:jte:jc;ntdhetect. 'Il;o 30 Yr. Fixed 6.44% -0.06 0.54
obtain the chart below, the builders' answers were weighte e number .
of homes they started in 2016. ) ’ 15 ¥r. Fixed >-88% 016 0.68
30 Yr. FHA 6.36% -0.06 0.85
30 Yr. Jumbo 6.75% +0.07 0.39
5/1 ARM 5.98% -0.27 0.65
Rates as of: 9/6
Recent Housing Data
Value Change
Mortgage Apps Aug 28 226.9 +0.49%
Building Permits Mar 1.46M -3.95%
Housing Starts Mar 1.32M -13.15%
New Home Sales Mar 693K +4.68%
Pending Home Sales Feb 75.6 +1.75%
Existing Home Sales Feb 3.97M -0.75%
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Value Change

Builder Confidence Mar 51 +6.25%
Share of Builder's Single-family Starts
Attributable to Tear Downs
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NAHB said that since the 10 percent increase in such starts from 2015 to 2016 the incidence of tear-downs has become
relatively flat, "So the increase in tear-down starts in 2016 reflects the continued recovery of the single-family housing
market, as well as an increase in the reported tear-down percentage.”

The 79,300 single-family tear-down starts in 2016 are divided across the four principal Census regions as shown below.

SINGLE-FAMILY HOMES STARTED IN 2016
ON A SITE WHERE A PREVIOUS STUCTURE WAS TORN DOWN FIRST
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