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Lehigh Valley New Construction 
Investment Questions 
Detailed fact checked answers for Northampton Lehigh and Carbon 
Counties 

Prepared for Tim Tepes  |  September 16 2026  |  Research and website content draft 

Purpose and bottom line 
This report answers all 60 questions in the supplied inventory. It is designed as a factual foundation for an 
investor education website, not as a substitute for property-specific legal, tax, appraisal, insurance or lending 
advice. The most important conclusion is straightforward: new construction is not automatically a better or worse 
investment. The answer turns on effective basis, supportable rent, completed property taxes, insurance, 
restrictions, financing and the investor’s hold period. 

The original inventory contained useful topics but also several unsupported percentages and four material errors. 
Those claims have been removed or qualified. Local cap rate, cash-on-cash return, price-per-square-foot 
premium, rent growth, insurance savings and investor caps require a dated local dataset or property-specific 
documentation before publication. 

Critical corrections before publication 
Original claim Correct treatment 

Pennsylvania is an attorney state for closing 
Incorrect. Counsel is strongly advisable for builder 
contracts, but Pennsylvania does not generally 
require an attorney at every residential closing. 

Cost segregation allocates land versus building 
Incorrect. Land allocation and cost segregation are 
separate analyses; cost segregation identifies eligible 
shorter-life components after basis is established. 

A new build cannot close before everything is finished 

Too absolute. Pennsylvania permits temporary 
occupancy approval in limited circumstances, and 
lenders may permit narrowly defined postponed 
items. 

New builds insure for 15 to 25 percent less 
Unsupported as a general rule. Obtain comparable 
landlord-policy quotes with identical coverage. 

Local cap rate is 4 to 6 percent and cash on cash is 4 
to 6 percent 

Unsupported without a dated property-level or 
MLS/rent-roll dataset. Use a transparent calculation. 

Investor caps are usually 10 to 20 percent 
Unsupported. Builder, HOA, condominium and lender 
rules vary by project. 

CDD fees commonly apply 
CDD is not normal Lehigh Valley terminology. Use 
HOA, condominium, special assessment or municipal 
charge only when documents establish it. 

Recommended underwriting standard 
 Use effective acquisition cost after measurable credits, but disclose any financing cost tied to those credits. 
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 Use market rent supported by closed leases or the best available adjusted rental evidence; active asking 
rent is not collected rent. 

 Underwrite taxes at completed value, not from a vacant-land or partially improved bill. 
 Obtain a written landlord-insurance quote and verify flood exposure before the contingency expires. 
 Deduct economic vacancy, management, HOA, repairs, turnover and replacement reserves when calculating 

NOI. 
 Model base, downside and upside cases for years 1, 5 and 10, including sale costs and financing changes. 
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New build versus resale for investment 
1  Should I buy new construction or a resale for a rental in the Lehigh Valley? 
Direct answer  Neither is automatically better. A resale usually offers the stronger day-one yield because the 
acquisition price is lower and rent is set by the same tenant market. A new build may offer fewer early repairs, 
modern layouts, energy efficiency and stronger tenant appeal, but its price premium often suppresses cap rate. 
Compare the same submarket using actual rent comps, finished-home taxes, insurance, HOA charges, vacancy, 
management, replacement reserves and financing. Model years 1, 5 and 10. Choose new construction for lower 
operational friction and a longer hold; choose resale when immediate cash flow and basis matter most. 

Investor action  Use closed MLS sales and current rental comps within the same school district and property 
type; do not compare a new townhome with an older detached house. 

Primary guidance  Greater Lehigh Valley REALTORS market reports 

2  How much should I budget for maintenance on a new build rental versus an older one? 
Direct answer  There is no authoritative 1% versus 0.5% rule. Budget by component, not by property value 
alone. A new home may need a smaller repair reserve during the warranty period, but it still needs turnover work, 
landscaping, filters, appliance service, deductibles and repairs excluded from warranty. For each property, build 
a 10-year schedule for roof, HVAC, water heater, appliances, flooring, paint and exterior items. Use the 
inspection and system ages for a resale; use warranty terms and expected useful lives for a new build. 

Investor action  Keep operating repairs separate from capital replacements and from vacancy/turnover 
reserves. 

Primary guidance  NAHB warranty materials 

3  Is insurance cheaper on new construction? 
Direct answer  It can be, but a fixed 15–25% discount is not supportable. New roofs, wiring, plumbing and code 
compliance may improve underwriting, while higher replacement cost, larger square footage, landlord use, 
liability limits, deductibles, flood exposure and local loss history may raise the premium. During construction, the 
owner or builder also needs builder’s-risk coverage; after completion, an investor needs a dwelling-fire or 
landlord policy, not an owner-occupied homeowners policy. Obtain written quotes on both candidate properties 
using identical limits and deductibles. 

Investor action  Verify who carries builder’s risk, when coverage ends, and whether loss-of-rents coverage 
begins at completion. 

Primary guidance  Fannie Mae property-insurance requirements  |  FEMA flood insurance 

4  How is depreciation calculated on a newly built rental? 
Direct answer  Residential rental buildings are generally depreciated under MACRS over 27.5 years using the 
straight-line method and mid-month convention after the property is placed in service. Land is not depreciable. 
Allocate the total basis between land and building using a reasonable, documented method. Certain personal-
property or land-improvement components may have shorter lives if a defensible cost-segregation study 
supports them. Cost segregation does not determine land value, and accelerated deductions may create later 
depreciation recapture. Coordinate with a CPA before closing and again when the property is placed in service. 

Investor action  Placed in service normally means ready and available for rent, not merely completed or 
purchased. 

Primary guidance  IRS Publication 527  |  IRS Publication 946 

5  Is a new-home warranty worth paying for as an investor? 
Direct answer  A strong warranty has real value, but coverage is contract-specific. The familiar one-year 
workmanship, two-year systems and ten-year structural pattern is common, not universal or guaranteed by 
Pennsylvania law. Review covered standards, exclusions, claim deadlines, transferability, deductibles, 
arbitration, right-to-repair language and the warrantor’s financial strength. A warranty reduces defined defect risk; 
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it does not replace inspections, maintenance or insurance. Treat its value as the probable cost of covered 
failures multiplied by the chance the claim will be honored—not as free insurance. 

Investor action  Require the complete warranty before signing, not at settlement, and calendar every notice 
deadline. 

Primary guidance  NAHB warranty materials 

6  Do new builds cash flow worse than resales in the first year? 
Direct answer  Often, but not always. New construction commonly carries a higher basis while market rent is 
constrained by competing rentals, producing a lower initial yield. The gap can narrow through lower repairs, 
concessions, energy efficiency and slower turnover. Do not assume lower vacancy or faster rent growth without 
local evidence. Calculate year-one NOI after realistic taxes, insurance, HOA, management, vacancy, leasing and 
reserves, then compare it with debt service. Repeat the analysis under flat rent and delayed-lease scenarios. 

Investor action  A deal that only works after aggressive rent growth is appreciation speculation, not stable cash 
flow. 

Primary guidance  Greater Lehigh Valley REALTORS market reports 

7  How much more per square foot is new construction in the Lehigh Valley? 
Direct answer  There is no reliable region-wide percentage. Price per square foot changes materially by 
municipality, school district, lot, product type, basement, garage, incentives and whether unfinished space is 
counted. Public asking-price portals mix detached homes, townhomes and custom builds and cannot establish a 
true premium. Calculate the premium from a dated MLS export: closed new-construction sales versus closed 
resales from the same submarket and property type, using consistent above-grade square footage. Report 
median price per square foot and sample size, then separately disclose concessions. 

Investor action  Refresh quarterly; builder credits can make contract price overstate the effective price. 

Primary guidance  Greater Lehigh Valley REALTORS market reports  |  Fannie Mae comparable-sales 
guidance 

8  How do I appraise or underwrite a new build when there are few closed sales? 
Direct answer  An appraiser should use the best available comparable closed sales, including sales outside the 
project when necessary, and explain adjustments. Active listings and pending sales can support market trends 
and competition but generally do not replace closed-sale evidence. The cost approach may be useful for new 
construction, while an investor should also test the income approach. Builder-controlled sales require scrutiny for 
concessions. Underwrite to the lower of supported value or contract price and include a clearly defined appraisal 
contingency or cash-gap limit. 

Investor action  Do not assume a new home appraises from active listings alone; lender standards still 
emphasize comparable closed sales. 

Primary guidance  Fannie Mae comparable-sales guidance  |  The Appraisal Foundation standards 
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Builder economics and negotiation 
9  Should I take a builder rate buydown or a price reduction? 
Direct answer  Compare present values rather than using a blanket rule. A permanent rate buydown can 
outperform a price cut if the loan remains outstanding long enough; a temporary 2-1 buydown only changes the 
first two years of payments and does not change the note rate. A price cut lowers basis, loan amount, transfer 
costs and downside exposure, but may reduce depreciation basis. Calculate after-tax cash flows for the 
expected hold and refinance date, include every lender fee, and confirm whether the incentive requires the 
builder’s affiliate. 

Investor action  Ask for three Loan Estimates: no incentive, builder-lender incentive, and outside-lender 
alternative. Compare APR, cash to close and five-year cost. 

Primary guidance  Consumer Financial Protection Bureau buydown guidance  |  HUD RESPA guidance 

10  Which builder upgrades actually return value on resale? 
Direct answer  Prioritize items that are difficult or costly to add later: structural options, usable square footage, 
an appropriate garage, rough-ins, electrical capacity, durable flooring and a functional kitchen layout. Cosmetic 
selections rarely return a fixed percentage, and no credible source supports universal 60–100% or under-40% 
claims. Investor upgrades must also earn rent or reduce operating cost. Estimate incremental rent, vacancy 
benefit, replacement life and resale contribution, then divide that value by upgrade cost. Avoid over-improving 
beyond local tenant expectations. 

Investor action  Request itemized option pricing and compare it with post-closing contractor pricing, while 
considering financing and warranty differences. 

Primary guidance  Freddie Mac new-construction consumer guidance 

11  How do lot premiums affect investment returns? 
Direct answer  A lot premium increases basis immediately but may add little rent. It can still be justified when 
the lot creates durable tenant and resale advantages—privacy, usable yard, safe access, parking, walkout 
potential or avoidance of adverse views. Test the premium against paired sales and rent comps rather than 
assuming zero appraisal value. Add the premium to invested cash, recalculate cap rate and cash-on-cash return, 
and model whether the feature adds rent, lowers vacancy or improves exit value. 

Investor action  Avoid paying for a subjective view unless local buyers and tenants demonstrably pay for it. 

Primary guidance  Fannie Mae comparable-sales guidance 

12  Should I use the builder’s preferred lender? 
Direct answer  Use the lender only if the complete economics win. Builder-affiliated lenders may offer credits, 
long locks and smoother coordination, but the advertised credit can be offset by rate, points, origination fees or a 
higher price. Federal RESPA rules generally prohibit requiring a buyer to use a particular settlement-service 
provider, although incentives may be offered. Obtain competing Loan Estimates on the same day with the same 
loan type, lock period and down payment. Compare cash to close, APR, five-year cost, prepayment terms and 
extension fees. 

Investor action  A large credit is not savings if it buys an above-market rate for the entire hold. 

Primary guidance  HUD RESPA guidance 

13  Can I negotiate a to-be-built home the same way as a spec home? 
Direct answer  Usually not. A completed or near-complete spec creates carrying cost and inventory pressure, so 
price, closing-cost and rate incentives may be more negotiable. A to-be-built contract has less inventory pressure 
but more opportunities to negotiate lot premium, design credits, escalation caps, deposit schedule, completion 
protections and included features. Builders often protect recorded prices to preserve future appraisals, preferring 
incentives over price reductions. Negotiate the entire economic package and obtain every concession in signed 
contract language. 
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Investor action  Leverage depends on that builder’s inventory, sales pace and quarter-end targets—not a 
universal rule. 

Primary guidance  NAHB market and builder research 

14  Are new-construction incentives real or just marketing? 
Direct answer  They are real only to the extent they reduce your all-in cost. Rate subsidies, closing credits and 
upgrades may have measurable value, but restrictions, inflated option pricing, affiliate fees or an above-market 
contract price can offset them. National builder surveys can show broad use of incentives; they cannot establish 
the value of a specific Lehigh Valley offer. Convert each incentive to dollars, subtract added fees and compare 
an equivalent outside-financing offer. Also disclose concessions to the appraiser and confirm lender contribution 
limits. 

Investor action  Never add unrelated percentages such as a claimed design-center markup without invoices or 
market comparisons. 

Primary guidance  NAHB market and builder research  |  Fannie Mae interested-party contribution rules 

15  How much negotiating power do I have in the first phase of a community? 
Direct answer  There is no standard discount. The first phase can offer introductory pricing, but it also carries 
entitlement, amenity, construction and future-phase risk. The builder may resist recorded price cuts and instead 
offer lot, option or financing concessions. Measure leverage using standing inventory, monthly absorption, 
cancellations, remaining lots and the builder’s fiscal calendar. Ask for a written incentive sheet, then negotiate 
deposits, escalation language, completion terms and transferable warranties along with price. 

Investor action  Early-phase appreciation is possible, but later phases can also introduce cheaper product or 
larger incentives. 

Primary guidance  NAHB market and builder research 

16  Do Lehigh Valley builders negotiate off list price? 
Direct answer  Some do, especially on aged specs, cancellations and phase-end inventory; others protect base 
prices and negotiate through credits or upgrades. A national price-cut percentage is not proof of a local 
concession. For a defensible current answer, review MLS new-construction closings for original list price, final 
price, days on market and disclosed concessions, then contact each builder for its written investor and incentive 
policy. Recheck monthly because offers can change quickly. 

Investor action  Calculate effective price as contract price minus measurable credits and included upgrades, 
while separately showing any higher financing cost. 

Primary guidance  Greater Lehigh Valley REALTORS market reports  |  NAHB market and builder research 
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Process timeline contracts and inspections 
17  How long does buying new construction take? 
Direct answer  A finished spec can close on a normal mortgage timeline once the certificate of occupancy, 
appraisal, title and lender conditions are complete. A production home may take several months; a custom build 
can take a year or longer. Six to twelve months is a planning range, not a promise. The controlling documents 
are the construction schedule, permit status, selections deadlines, utility availability and contract extension 
clauses. Build financing, lease-up and rate-lock plans around a conservative completion window. 

Investor action  Use milestone dates and outside dates, not only the sales representative’s estimated month. 

Primary guidance  US Census new residential construction data  |  Pennsylvania Uniform Construction Code 

18  What are the construction phases and when do I pay? 
Direct answer  Typical phases are site work, foundation, framing, dry-in, mechanical/electrical/plumbing rough-
ins, insulation, drywall, finishes, final inspections and occupancy approval. In a retail builder purchase, the buyer 
may pay deposits at contract and selections, with the balance at closing. In an owner-controlled construction 
loan, the lender releases draws after inspections and lien documentation, and interest usually accrues on 
disbursed funds. The contract—not a generic schedule—controls payment timing. 

Investor action  Tie draws to verified work, require lien waivers, and preserve a retainage when the lender and 
contract permit. 

Primary guidance  Fannie Mae construction-to-permanent guidance  |  Federal Trade Commission contractor 
guidance 

19  Can a builder delay closing without penalty? 
Direct answer  Often yes if the contract grants extensions for weather, labor, materials, utilities, permitting or 
other stated events. Remedies vary widely; some agreements provide only notice and a remote outside 
termination date. Do not assume a per-day credit can be obtained. Have Pennsylvania counsel review the 
completion standard, force-majeure language, deposit refund rights, rate-lock extension responsibility and any 
limitation of damages before signing. If timing matters, negotiate a clear outside date and written remedy. 

Investor action  A projected delivery date in marketing material is not the same as a binding contractual 
deadline. 

Primary guidance  Pennsylvania Attorney General consumer guidance 

20  Do I need a final walkthrough on new construction? 
Direct answer  Yes, and it should not be the only inspection. Consider independent inspections before drywall, 
near completion and immediately before closing, subject to contract access rights. Document incomplete work 
and defects with dated photos and a written punch list. Life-safety, water-intrusion, structural and occupancy 
issues should be resolved before closing. Cosmetic items may be handled through a signed escrow or post-
closing agreement if the lender, title company and counsel approve. 

Investor action  A municipal code inspection establishes code compliance; it is not a substitute for a buyer’s 
property inspection. 

Primary guidance  Pennsylvania Uniform Construction Code  |  Freddie Mac new-construction consumer 
guidance 

21  What does a new-home warranty cover and for how long? 
Direct answer  Coverage is whatever the written warranty says. One-year workmanship, two-year systems and 
ten-year major structural coverage is a common model, but builders may use different periods, standards and 
third-party programs. Exclusions often include normal shrinkage, owner maintenance, appliances covered 
separately, drainage altered by landscaping, consequential losses and unauthorized repairs. Confirm the start 
date, claim method, arbitration requirement, deductibles, transferability and who backs structural coverage. 

Investor action  Create a warranty calendar with inspections before each coverage period expires. 
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Primary guidance  NAHB warranty materials 

22  What should I check on a new-build rental walkthrough? 
Direct answer  Check grading and drainage; roof, flashing and penetrations; foundation and basement moisture; 
windows and exterior doors; plumbing pressure, drainage and leaks; HVAC operation and balancing; water 
heater; electrical panel, GFCI/AFCI and every receptacle; appliances; cabinets, counters, flooring and paint; 
garage doors; railings; smoke and carbon-monoxide alarms; locks; utility meters; and all promised options. Verify 
permits, final inspection, certificate of occupancy, warranties, manuals and keys. Photograph meter readings and 
every defect. 

Investor action  For rentals, also test durability, internet availability, exterior lighting, snow-storage areas, trash 
rules and tenant parking. 

Primary guidance  Pennsylvania Uniform Construction Code  |  Freddie Mac new-construction consumer 
guidance 

23  Do I need a real estate attorney to buy new construction in Pennsylvania? 
Direct answer  Pennsylvania does not generally require an attorney to attend every residential closing. 
However, builder contracts are drafted for the builder and often address deposits, delays, substitutions, 
arbitration, warranty limitations, escalation and default in ways standard resale forms do not. Independent 
Pennsylvania counsel is strongly advisable before signing, especially for an investor, entity buyer, construction 
loan, custom build or substantial deposit. A real estate agent and title company cannot provide individualized 
legal advice. 

Investor action  Correct the original draft: Pennsylvania should not be described as an attorney-closing state. 

Primary guidance  Pennsylvania Attorney General consumer guidance  |  HUD RESPA guidance 

24  Can I close before construction is completely finished? 
Direct answer  Sometimes, but not simply because the parties agree. A lender usually requires the collateral to 
be complete or allows only limited postponed improvements under its guidelines. Pennsylvania permits a 
building official to issue a temporary certificate of occupancy for a safely occupiable portion before all permitted 
work is complete. A buyer should not accept unfinished work without written lender approval, a valid occupancy 
document, a precise completion agreement, adequate escrow or holdback, insurance confirmation and counsel 
review. 

Investor action  The safest investor plan is to close after final completion and occupancy approval, then begin 
marketing under local rental rules. 

Primary guidance  Pennsylvania Uniform Construction Code  |  Fannie Mae construction-to-permanent 
guidance 
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Financing 
25  Can I get a DSCR loan on new construction before it is rented? 
Direct answer  Often yes, because many non-QM DSCR programs use the lower of actual lease rent or the 
appraiser’s market-rent schedule, and some will lend on a vacant, rent-ready property. But DSCR products are 
private, lender-specific programs—not a single federal standard. A lender may require completion, a certificate of 
occupancy, a 1007 rent schedule, seasoning, reserves, entity documents and a minimum ratio. A construction 
loan, bridge loan or delayed DSCR takeout may be needed before completion. 

Investor action  Obtain a written term sheet stating vacancy treatment, appraisal rent method, minimum DSCR, 
LTV, reserves and prepayment penalty. 

Primary guidance  Fannie Mae rental-income guidance  |  Pennsylvania Uniform Construction Code 

26  What are current DSCR loan requirements? 
Direct answer  There is no universal 2026 requirement or rate. Common program variables include credit score, 
purchase LTV, DSCR threshold, liquidity and reserves, property type, lease status, borrower experience, entity 
vesting, recourse, prepayment penalty and appraisal rent. Published rates are especially unstable and should 
not be hard-coded into evergreen website copy. Request at least three same-day quotes and show the lender’s 
index, points and lock period. Stress-test at the quoted payment plus taxes, insurance and HOA. 

Investor action  Label all quoted terms with an as-of date and lender; refresh at least monthly. 

Primary guidance  Fannie Mae rental-income guidance 

27  How can I qualify for a rental loan without job income? 
Direct answer  A DSCR loan may underwrite primarily to property cash flow rather than personal employment 
income, but that does not mean no documentation or no personal risk. Lenders typically verify identity, credit, 
assets, reserves, entity documents, property value, market rent, insurance and title, and often require a personal 
guarantee. Some lenders also require experience or a minimum debt-coverage ratio. Compare the DSCR option 
with conventional investment financing because the latter may offer better pricing if the borrower qualifies. 

Investor action  Do not advertise 'no income' as 'no ability-to-repay review' or 'no documents.' Program rules 
differ. 

Primary guidance  Fannie Mae rental-income guidance 

28  Do I need an extended rate lock for a new build? 
Direct answer  Possibly. Match the lock to a conservative completion date plus time for the appraisal, certificate 
of occupancy and final underwriting. Extended locks can carry upfront fees, worse pricing, expiration charges or 
float-down conditions. Builder delays may not obligate the builder to pay extension costs. Compare locking, 
floating and a capped float-down using the expected loan balance and break-even cost. Confirm what happens if 
construction ends early, ends late or the borrower changes loan type. 

Investor action  Put lock-extension responsibility in writing; a verbal promise from sales staff is not enough. 

Primary guidance  Consumer Financial Protection Bureau buydown guidance 

29  What happens if a new build appraises below the purchase price? 
Direct answer  The lender bases the loan on the lower of price or appraised value, so the buyer may need more 
cash unless the builder reduces price or the appraisal is successfully reconsidered. Whether the buyer can 
terminate depends on the signed financing and appraisal provisions; builder forms may limit those rights. Set an 
appraisal contingency and maximum gap before signing, preserve the right to challenge factual errors, and 
ensure all plans, specifications, options and concessions reach the appraiser. 

Investor action  Do not call appraisal gaps 'common' without local data; evaluate the actual project and sales 
evidence. 

Primary guidance  Fannie Mae comparable-sales guidance 
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30  How does construction financing work for a build-to-rent property? 
Direct answer  Construction financing funds approved costs through inspected draws while the project is built. 
The borrower may pay interest only on funds advanced and must cover equity, overruns, fees, taxes, insurance 
and carrying costs. A construction-to-permanent structure converts after completion; a two-close structure 
requires a separate permanent loan. Investor eligibility, LTC/LTV, recourse, reserves, draw controls and takeout 
requirements vary materially. Confirm whether land equity counts and whether rental use is permitted. 

Investor action  Model interest on the expected draw curve, not on the full loan for the full term, and include 
extension and conversion risk. 

Primary guidance  Fannie Mae construction-to-permanent guidance 

31  Can I finance several new builds as one portfolio? 
Direct answer  Yes, through separate loans, a portfolio facility or a blanket loan, but terms are lender-specific. 
Blanket debt can simplify closings yet complicate partial releases and concentrate default risk. The lender may 
impose global DSCR, cross-collateralization, cross-default, portfolio concentration, liquidity and experience 
standards. Compare the total cost and flexibility of one facility with separate property-level loans. Negotiate 
release prices and substitution rights before closing. 

Investor action  Do not publish fixed 75–85% LTV claims without a dated lender quote. 

Primary guidance  Fannie Mae construction-to-permanent guidance 

32  What is a no-ratio DSCR loan? 
Direct answer  It is a private non-QM program that may not impose a minimum DSCR, or may accept a ratio 
below the lender’s standard threshold. The term is marketing language, so definitions vary. Such loans generally 
compensate for weak property cash flow through lower leverage, higher pricing, stronger credit, more reserves or 
a prepayment penalty. Calculate the actual monthly deficit and required capital; financing a negative-cash-flow 
asset does not solve the underlying economics. 

Investor action  Use only with a documented value-creation or lease-up plan and sufficient liquidity for the 
downside case. 
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Returns and underwriting 
33  What is a realistic cap rate on a new build in the Lehigh Valley? 
Direct answer  A credible local cap rate cannot be stated without a defined dataset. Single-family cap rates are 
rarely reported transparently, and asking rents divided by list prices ignore vacancy, expenses and concessions. 
Build property-specific NOI from verified market rent less vacancy, management, taxes at completed value, 
landlord insurance, HOA, repairs, turnover, utilities and reserves; divide by effective acquisition cost. Compare 
the result with actual investor sales or broker opinions in the same submarket. Publish a range only after 
documenting the sample and date. 

Investor action  Remove the unsupported 4–6% claim unless an MLS/rent-roll study demonstrates it. 

Primary guidance  Greater Lehigh Valley REALTORS market reports 

34  How do I estimate rent on a new build with no direct rental comps? 
Direct answer  Expand in a controlled order: same community, same municipality/school district, similar age and 
product, then competing nearby submarkets. Use active listings only after adjusting for concessions and likely 
negotiation; closed lease data is stronger where available. Normalize for bedrooms, baths, garage, basement, 
yard, utilities, pet policy, condition and square footage. Ask the appraiser for a market-rent schedule and verify it 
independently. Use a range, not one precise number, and test slower lease-up. 

Investor action  The 1% rule is not a rent appraisal method. 

Primary guidance  Fannie Mae rental-income guidance 

35  Does the 1% rule apply to new construction? 
Direct answer  Use it only as a quick screen, never as an underwriting standard. The rule compares monthly 
rent with purchase price but ignores taxes, insurance, HOA, vacancy, maintenance, management, financing and 
local appreciation expectations. New construction often fails the screen because of its higher basis, but that 
alone does not make the investment poor. Calculate NOI, cap rate, cash-on-cash return, debt coverage and total 
return under conservative assumptions. 

Investor action  A $400,000 property needs $4,000 monthly rent to satisfy the rule; the market—not the rule—
determines whether that rent is realistic. 

36  Will a new build cash flow better in year five? 
Direct answer  It may if rents rise while fixed-rate debt service remains stable, but taxes, insurance, HOA and 
repairs can rise too. Do not assume 4–5% annual local rent growth without a verified series. Prepare a year-by-
year projection with base, downside and upside cases. Include lease-up, renewals, vacancy, management, 
taxes, insurance, replacement reserves and any buydown expiration. Year five should be calculated from 
compounded inputs, not described as automatically positive. 

Investor action  A temporary 2-1 buydown can make years one and two look better while year three worsens; 
show the note-rate payment from the start. 

Primary guidance  Consumer Financial Protection Bureau buydown guidance 

37  What cash-on-cash return can I expect on Lehigh Valley new construction? 
Direct answer  There is no defensible marketwide answer. Cash-on-cash return depends on effective price, 
down payment, points, closing costs, initial repairs or upgrades, operating cash flow, reserves and whether 
principal reduction is excluded. Calculate annual pre-tax cash flow after debt service divided by all cash invested. 
Show stabilized and first-year returns separately because lease-up and concessions distort year one. Compare 
the result with resale alternatives using the same leverage and management assumptions. 

Investor action  Remove the unsupported 4–6% range unless it comes from a dated portfolio or MLS-based 
study. 

Primary guidance  Greater Lehigh Valley REALTORS market reports 
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38  How do I calculate the real total return on a new build? 
Direct answer  Separate four components: after-tax cash flow, principal reduction, change in market value and 
tax effects. Divide by equity invested and use an IRR for multi-year cash flows, including sale costs and loan 
payoff. Depreciation may shelter income, but passive-activity limits, basis, cost segregation, depreciation 
recapture and the investor’s tax position change the benefit. Appreciation should be scenario-based rather than 
guaranteed. Report leveraged and unleveraged returns so debt does not hide a weak property yield. 

Investor action  Have a CPA validate tax assumptions; a tax deduction is not a dollar-for-dollar return. 

Primary guidance  IRS Publication 527  |  IRS Publication 946 

39  Do new builds appreciate faster than resales in the Lehigh Valley? 
Direct answer  Not reliably. Early buyers may benefit when a builder raises later-phase prices, but those asking-
price increases are not the same as closed-market appreciation. New homes can also face resale competition 
from builder incentives and brand-new inventory. Compare repeat sales or matched cohorts by municipality, 
property type and closing year; control for upgrades and concessions. Underwrite appreciation conservatively—
ideally with a flat-value downside case—because current supply, rates and local employment can overwhelm 
age effects. 

Investor action  Do not present 2–4% annual appreciation as an expected fact; it is an assumption that must be 
labeled. 

Primary guidance  Greater Lehigh Valley REALTORS market reports 

40  What gross rent yield should I expect on a new build rental? 
Direct answer  Calculate it directly: annual scheduled rent divided by effective acquisition cost. Then move 
immediately to net yield because gross yield ignores almost every material expense. No verified source supports 
a universal 4–6% new-build and 6–8% resale range for the Lehigh Valley. Use current property-level rents and 
prices, subtract concessions from acquisition cost, and disclose whether utilities or HOA services are included in 
rent. 

Investor action  For example, $2,000 monthly rent on a $400,000 effective cost is 6% gross yield, but that says 
nothing about profit. 
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Carrying costs investors underestimate 
41  Do HOA fees kill new-build rental returns? 
Direct answer  They can, but the amount depends on the fee and services. Deduct non-reimbursed HOA 
charges from NOI and review the declaration for leasing caps, minimum lease terms, tenant registration, pet and 
parking rules, capital reserves, special assessments and developer control. A fee that replaces owner-paid 
exterior maintenance may be partly offsetting; a fee for amenities may add little rent. Pennsylvania projects 
usually use HOA or condominium assessments; 'CDD fee' is not standard local terminology unless a specific 
assessment actually exists. 

Investor action  Read the resale disclosure or public-offering statement and current budget before signing. 

Primary guidance  Fannie Mae property-insurance requirements 

42  How much does insurance cost on a new build rental in Pennsylvania? 
Direct answer  Only a property-specific landlord quote is reliable. Premiums depend on replacement cost, 
construction type, roof, protection class, liability limit, deductible, loss-of-rents coverage, claims history, 
occupancy, pets, flood zone and insurer appetite. A statewide $1,200–$2,500 range can materially mislead. 
Obtain quotes before the contingency expires, using the same coverage assumptions for every property. Confirm 
builder’s-risk responsibility until completion and the exact date permanent coverage begins. 

Investor action  If the site is in or near a Special Flood Hazard Area, obtain a flood determination and separate 
quote. 

Primary guidance  Fannie Mae property-insurance requirements  |  FEMA flood insurance 

43  How much will property tax increase after a new build is completed? 
Direct answer  The vacant-land bill is not a valid forecast. New construction can trigger an assessment change, 
and the finished assessment is then multiplied by county, municipal and school millage, subject to Pennsylvania 
assessment rules and the county’s common-level framework. The increase could be large, but a universal 15–
50% estimate is unsupported because the starting land value and finished improvement differ. Ask the county for 
the assessment method and model taxes from comparable completed homes in the same taxing districts. 

Investor action  Also check interim bills, timing, exemptions and potential reassessment or appeal exposure. 

Primary guidance  Northampton County Assessment  |  Commonwealth of Pennsylvania property-tax resources 

44  When and how does Northampton County assess a new home? 
Direct answer  Northampton County’s assessment office values taxable real property, and new construction is a 
recognized reason an assessment can change outside a countywide reassessment. The precise effective date, 
assessment ratio, notice and interim billing should be confirmed for the parcel with the county and local tax 
collectors. Estimate the finished assessment from recently assessed comparable new homes—not from sale 
price alone—then apply current county, municipal and school millage. Preserve the assessment notice and 
appeal deadline. 

Investor action  Do not state that the county simply assesses at full finished market value without confirming the 
base-year and ratio mechanics. 

Primary guidance  Northampton County Assessment  |  Commonwealth of Pennsylvania property-tax resources 

45  What is the hidden property-tax surprise on new construction? 
Direct answer  It is underwriting from the land-only or partially improved bill. After improvements are added, 
county, municipal and school taxes can change, and an interim or supplemental bill may arrive after closing. The 
correct approach is to estimate the completed assessment, apply every taxing district’s millage and reserve for 
timing uncertainty. Review the settlement proration language so buyer and builder responsibility for pre- and 
post-completion periods is clear. 

Investor action  The bill may rise substantially, but saying it will double or triple without parcel-level math is not 
responsible. 
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Primary guidance  Northampton County Assessment  |  Commonwealth of Pennsylvania property-tax resources 

46  What utility and sewer fees come with a new build? 
Direct answer  Possible costs include water and sewer tapping or capacity fees, meter charges, lateral 
installation, electric and gas extensions, stormwater fees, road or recreation impact fees where authorized, well 
and septic work, inspection fees and utility deposits. Responsibility varies by municipality, authority and contract; 
some charges are embedded in the base price and others are buyer extras. Obtain a written schedule directly 
from each serving authority and reconcile it with the builder’s specifications. 

Investor action  Also verify recurring minimum bills and who maintains private roads, pumps, stormwater 
facilities or shared systems. 

47  What property-management costs should I expect? 
Direct answer  Management pricing is local and contract-specific. Common components include a monthly 
percentage or flat fee, leasing/renewal fees, inspection charges, maintenance coordination markups, court or 
notice fees and an early-termination provision. Do not publish 8–12% plus one month as if universal. Request 
proposals based on the same services, then model the full annual cost at expected turnover. New construction 
lowers some repair activity but does not eliminate leasing, accounting, compliance or emergency response. 

Investor action  Review who holds security deposits, authorization limits and whether affiliated vendors are 
disclosed. 
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Risk 
48  Is buying in phase one of a new community risky? 
Direct answer  Yes. Phase-one buyers face uncertainty about final amenities, HOA budgets, construction 
duration, future product, traffic, developer control and later incentives. They may receive introductory pricing, but 
that is compensation for risk, not guaranteed appreciation. Review the recorded plan, public-offering documents, 
development schedule, bonding, utility capacity and the builder’s right to modify future phases. Stress-test resale 
while the builder is still offering new inventory. 

Investor action  Do not rely on renderings or verbal promises; require material commitments in enforceable 
documents. 

49  What if my builder goes bankrupt during construction? 
Direct answer  Outcome depends on who owns the land, who holds deposited funds, the construction loan, title 
status, bonding and contract rights. The buyer is not automatically an unsecured creditor in every structure, but 
unsecured deposits can be at serious risk. Before signing, investigate the entity, litigation and liens; verify 
deposit escrow; require title updates and lien waivers; understand completion-bond or warranty backing; and 
have counsel review termination and step-in rights. Owner-controlled projects also need adequate contingency 
and lender oversight. 

Investor action  Never advance money outside the approved draw and escrow structure. 

Primary guidance  Federal Trade Commission contractor guidance  |  Pennsylvania Attorney General consumer 
guidance 

50  Can a builder increase the price after I sign? 
Direct answer  Only if the contract permits it or the buyer approves a change order. Base-price, option, 
allowance, escalation, substitution and tax language determine the result. Materials escalation clauses may shift 
defined increases to the buyer; allowances can create overages; selections after contract add cost. Require a 
complete specifications sheet, fixed or capped allowances, written change orders, an escalation ceiling and 
termination rights for excessive increases. Have counsel flag one-sided clauses before the deposit becomes 
nonrefundable. 

Investor action  A sales worksheet is not a substitute for the integrated signed agreement. 

Primary guidance  Pennsylvania Attorney General consumer guidance 

51  What happens if too many new rentals are built in one submarket? 
Direct answer  Rents, concessions, lease-up speed and occupancy can weaken even if the wider Lehigh Valley 
remains healthy. Regional occupancy figures cannot protect a specific corridor or product type. Map the 
competitive pipeline: permitted and under-construction units, delivery dates, bedroom mix, asking rents, 
concessions and property managers. Stress-test at least slower lease-up, one month of concession and a rent 
decline; use more severe cases when deliveries are concentrated. 

Investor action  Differentiate by location, layout, parking, yard, school district and service—not cosmetic finishes 
alone. 

Primary guidance  US Census new residential construction data  |  Greater Lehigh Valley REALTORS market 
reports 

52  How do I protect against rent saturation? 
Direct answer  Buy for durable demand and maintain liquidity. Diversify by municipality, tenant price point and 
product; avoid multiple identical units completing at once; use conservative rent growth; and maintain a renewal 
and marketing plan before lease expiration. Stress-test economic vacancy, not merely physical vacancy, 
because concessions reduce collected rent. Monitor competing listings, days on market and concessions 
monthly. A 2–3% vacancy assumption may be too low for a new lease-up or concentrated delivery period. 

Investor action  The best hedge is a basis and payment that still work under lower rent and longer vacancy. 
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53  What if later-phase prices drop after I buy? 
Direct answer  Your price normally remains governed by your contract, while cheaper later sales can hurt 
appraisal and resale value. Broad price-protection clauses are uncommon, so negotiate before signing if this risk 
matters. Preserve appraisal and financing contingencies, cap the cash gap, avoid excessive nonrefundable 
deposits and study the builder’s release schedule. Incentives on later homes may also reduce effective prices 
even when recorded prices stay flat. 

Investor action  Compare net effective prices, including credits and upgrades, not just public list prices. 

Primary guidance  Fannie Mae comparable-sales guidance 

54  What is the biggest hidden risk of buying new construction to rent? 
Direct answer  The central risk is paying an owner-occupant retail price for an asset whose rent cannot support 
its completed operating cost and debt. Taxes, insurance, HOA restrictions, concessions ending, lease-up and 
builder competition compound that problem. The remedy is disciplined underwriting: market rent, completed 
taxes, written insurance quote, all fees, realistic vacancy and management, capital reserves, appraisal downside 
and a clear exit. Do not rely on warranty or appreciation to rescue weak NOI. 

Investor action  Reject the deal if it fails a flat-rent, higher-expense downside case and the investor’s objective 
is income. 
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Build to rent strategy 
55  Will Lehigh Valley builders sell new homes to investors? 
Direct answer  Some will, some restrict investor purchases, and policies can differ by community, phase, lender 
and HOA. There is no verified public basis for saying 'many' without contacting the active builders. Ask in writing 
whether non-owner-occupied sales are allowed, whether title may vest in an LLC, whether assignments are 
prohibited, whether rental caps apply, and whether incentives differ for investors. Review HOA documents 
separately because builder permission does not override recorded leasing restrictions. 

Investor action  Maintain a dated local builder-policy matrix and refresh it monthly; this is a strong local 
information advantage. 

56  How many units can an investor buy in one new community? 
Direct answer  There is no standard 10–20% cap. A builder, HOA, condominium regime, lender or agency 
project standard may impose different limits, and some communities have none. Obtain the recorded declaration, 
public-offering statement, current owner-occupancy data and builder investor policy. For condominiums and 
planned projects, financing eligibility can change as investor concentration rises. Do not rely on a salesperson’s 
verbal estimate. 

Investor action  If buying multiple units, require confirmation that each purchase remains permitted when its 
closing occurs. 

57  Can I get a discount for buying multiple new homes? 
Direct answer  Possibly, but volume alone does not guarantee price reduction. Builders may offer per-unit 
credits, lot concessions, option packages, phased deposits or preferred-lender incentives, particularly on specs 
or quarter-end inventory. Compare the package with individual-market pricing and account for concentration, 
synchronized lease-up and cross-default risk. Negotiate release schedules and the right to decline later units if 
appraisal or financing fails. 

Investor action  Underwrite each property as a stand-alone deal before assigning any value to an uncommitted 
bulk concession. 

Primary guidance  NAHB market and builder research 

58  Should I self-manage or hire a manager for new rentals? 
Direct answer  Choose based on scale, location, skill, compliance and the value of your time—not simply the 
age of the buildings. New rentals still require advertising, screening, leases, deposits, inspections, accounting, 
maintenance response and legal notices. Compare a manager’s complete fee schedule with the systems, 
staffing and after-hours coverage required to self-manage. Pennsylvania licensing and trust-account rules may 
apply when managing for others; owners managing their own property face different considerations. 

Investor action  Use written performance standards for response times, leasing, arrears, inspections and owner 
reporting. 

59  Is build to rent a good strategy in the Lehigh Valley? 
Direct answer  It can be for patient investors who value newer product and lower near-term capital work, but the 
deal must survive local rent, completed taxes, insurance, HOA rules and financing. Regional for-sale strength 
does not prove rental feasibility, and unsupported 96% occupancy or 4–5% rent-growth claims should be 
removed unless backed by a dated, defined dataset. Target submarkets with demonstrated tenant demand, 
limited competing delivery and a payment supported by conservative rent. 

Investor action  Build a municipality-level scorecard using closed rents, active competition, permits, employers, 
commute access and completed tax estimates. 

Primary guidance  Greater Lehigh Valley REALTORS market reports  |  US Census new residential 
construction data 
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60  Is it better to build rentals or buy existing units? 
Direct answer  Build to rent is usually slower, more capital-intensive and lower yielding at stabilization, but it can 
reduce early capital repairs and deliver a consistent product. Existing units offer immediate operations, 
observable rent history and often a lower basis, but may carry deferred maintenance and tenant or compliance 
problems. Compare unleveraged yield on cost, stabilized cash-on-cash, ten-year capital plan, tax consequences, 
execution time and downside. The better choice is the one that meets the investor’s actual income, growth and 
liquidity goals. 

Investor action  Run both through one standardized model and require the same return hurdle. 

Primary guidance  IRS Publication 527  |  Greater Lehigh Valley REALTORS market reports 
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Source notes and publication controls 
Sources were selected for authority first: IRS, Pennsylvania government, Northampton County, federal housing 
agencies, Fannie Mae, FEMA, the Appraisal Foundation, U.S. Census, NAHB and GLVR. Commercial lender 
pages and investor forums were not used as controlling authority because their terms, definitions and incentives 
can change and may be promotional. 

Content that must be refreshed 
 Monthly: mortgage and DSCR pricing, builder incentives, standing inventory and written investor policies. 
 Quarterly: local new versus resale price per square foot, market rent, concessions, absorption, cap rates and 

cash-on-cash examples. 
 Annually or when adopted: millage, assessment ratios, HOA budgets, insurance quotes, utility fees and 

building-code requirements. 
 At every transaction: builder contract, warranty, community documents, appraisal, title, lender term sheet, 

insurance binder and completed tax estimate. 

Required professional review 
Before using these answers for a specific acquisition, obtain independent Pennsylvania legal advice on the 
contract and community restrictions; CPA advice on basis, depreciation, passive losses and recapture; lender 
confirmation of current terms; a licensed appraiser’s property-specific value and rent analysis where required; 
and written insurance and tax estimates. Tim Tepes may explain real estate facts and investment considerations 
within the scope of his license, but should not present legal, tax, appraisal or lending conclusions as personal 
professional advice. 

Suggested website disclosure 
Information is provided for general educational purposes and reflects sources available as of September 16, 
2026. Real estate markets, builder incentives, loan programs, taxes, insurance, community rules and 
construction schedules change. Figures are not guarantees. Buyers and investors should verify all property-
specific information and consult qualified legal, tax, lending, insurance and appraisal professionals before acting. 


