
The U.S. home improvement industry is stronger than it has 
been in decades. Not only do remodeling projects encompass 
the sale of building materials, appliances, décor, and other 
enhancements, improvements made by property owners also 
include services from contractors, tradespeople, and other 
workers who help to build, install, modify, and upgrade their 
homes. The home improvement industry plays a significant role 
in the U.S. economy.

With a nationwide shortage of housing and record-high home 
prices — not to mention the effects of inflation — more and 
more homeowners are choosing to stay in their properties and 
make home improvements versus moving to new homes.

The cost of waiting to remodel

According to the Harvard Joint Center for Housing Studies, in 
2022 the home remodeling market is projected to reach $432 
billion — an increase of 17% over last year. In 2021, home 
remodeling projects generated $369 billion in revenue, an 
increase of 9% over 2020. The average annual growth rate for 
home remodeling is 4.4%² — which means the longer you wait likely the more you’ll pay for home improvements.

It’s no secret that the home remodeling market is extremely competitive and highly fragmented. Home improvement 
costs vary widely from one region of the U.S. to another, with price structures differing considerably based on 
geographic location, with no sign of costs trending downward. Cost quotes can even vary widely in the same city — 
you may have experienced this firsthand if you’ve ever gotten bids on one project from three different contractors.

When it pays to be trendy — and when it doesn’t

There are so many interesting options and technological enhancements homeowners can do to improve and upgrade 
their houses — it’s no wonder popular trends change from year to year. New changes are always on the horizon for 
upscale property improvements, including spacious chef-style kitchens, indoor and outdoor pools and spas, elaborate 
home offices, state-of-the-art home theatres and music rooms, and destination-themed bars and wine cellars. 

However, if you want a good return on your remodeling investments, going with trendy improvements may not always 
be the smartest idea. Traditionally, the best remodels are likely to focus on upgrades that will enhance appearance 
or function now and continue to be attractive additions in the future. 

Average cost to remodel a house

An average whole-house remodel runs between $15 to $60 per square foot or between $19,800 to $73,200, 
depending on the rooms being renovated and the size of the home. Kitchen and bathroom renovation costs run 
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How Inflation Affects Home Improvement 
Costs 

Economic inflation is one of the most 
influential factors affecting home 
improvement costs. Because home 
remodeling expenses are closely linked 
to the availability and costs of materials 
and labor, 2022 has generated countless 
headlines for the volatility the housing 
industry is experiencing. 

Americans are still feeling the pinch of 
the shortages in 2021 when general 
construction materials (i.e., lumber, steel, 
and paint) increased by 20.4% year over 
year. To put this into perspective, the 
postponed kitchen remodel bid at $80,000 
before COVID would cost $110,000 today.¹
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$100 to $250 per square foot based on size of the room and 
quality of materials. A complete gut renovation costs between 
$60 to $150 per square foot. Keep in mind any unforeseen 
damages or structural changes made to the layout could add 
significantly to the overall cost of the remodeling project.³

Consider your return on investment (ROI)

The return on investment (ROI) is the bottom line if you’re 
looking to sell your home quickly and make a profit. If you plan 
on flipping your property soon, be aware of popular trends and 
what the likely return on remodeling costs will be for particular 
projects. To understand what’s getting the best returns in your 
area right now, it pays to do your homework. A local realtor is a 
good resource for up-to-date information. 

Homeowners who have lived in their house more than six years 
make up 60% of the remodeling market. However, they generally 
spend 50% less than recent homebuyers who have lived in their 
house less than a year, spending around $30,000 on average 
remodeling projects. The average ROI for a home remodeling 
project is 56%.² However, depending on the size of the home, 
scale of the upgrade, and location of the property, a remodeling 
project could generate much higher returns, especially for 
higher-end homes.

Paying for your home improvements

Should you decide it’s time to dream big and finance your home 
addition or home improvement project rather than paying cash, 
home equity lines of credit are one possible option. We offer a home equity line with no bank fees at closing. Or, 
depending on the terms of an existing first mortgage, a refinance cash-out mortgage may be a solution if you can 
reduce your existing interest rate and/or reduce the term of an existing mortgage. Contact Commerce Trust today for 
more information. 

¹Lamont Bros., ”Why Have Remodeling Costs Increased in 2022?”, https://lamontbros.com/why-have-remodeling-costs-increased-in-2022/, June  6, 2022.
²  Tony Mariotti, RubyHome, “Home Remodeling Statistics: Trends and ROI (2022)”, https://www.rubyhome.com/blog/home-remodeling-stats/, June 23, 2022.
³Tom Groupa, HomeGuide, “How much does it cost to remodel or renovate a house?”, https://homeguide.com/costs/house-remodeling-cost, July 19, 2021.
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The Ultimate Renovation Loan

For homeowners with a mortgage, the 
Ultimate Renovation Loan allows you 
to preserve the interest rate with your 
current mortgage and activate an Ultimate 
Renovation Loan in a second lien position 
for your renovation.

Or if you’ve found the right house to 
purchase but it needs an update to 
transform it into your dream home, the 
Ultimate Renovation Loan can be used 
as your primary mortgage to efficiently 
purchase your new property and plan for 
improvements at the same time. 

Whether you’re making an addition to your 
home, designing a gourmet kitchen, or 
finishing the basement to increase your 
living space, enjoy the freedom to dream 
big, as we structure your loan based on the 
expected appraised value of your home after 
it is renovated.

To learn more about the Ultimate 
Renovation Loan, contact a private banker.
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Kevin is a private banking relationship manager for Commerce Trust 
Company. As a member of the private client team and an 
experienced, tenured private banker, he and his dedicated client 
support staff are responsible for ensuring each client’s experience 
with Commerce Trust exceeds expectations. Kevin’s specific 
responsibilities include management of our clients’ day-to-day 
banking, cash management, and credit needs, while also helping 
them navigate the wide array of our financial services to find the 
solutions that best fit their needs. He joined Commerce in 2003 as 
financial manager of student loans before taking his current position. 
Prior to joining Commerce, Kevin was employed at Saint Louis 
University as a director of development, scholarship coordinator, and 
a counselor for prospective families and alumni on accessing higher 
education financing. Kevin earned his bachelor of arts degree in 
communications and promotion and master of business 
administration degree from Saint Louis University. Kevin serves on 
the Executive Advisory Board for the John Cook School of Business 
at Saint Louis University and as a volunteer and fundraiser for Good 
Shepherd School for Children and Saint Louis University High School.
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