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Introduction 
The following summary is based on interviews with local for profit and not for profit developers, as well as realtors. They should be fact checked against local conditions. 

Constraints

Land Costs

Generally, San Mateo County is a desirable place for housing and available land is in short supply, which contribute to high land costs. These costs vary both between and within jurisdictions based on factors like the desirability of the location and the permitted density. The typical land value for a single family home lot runs between xxx and xxx in [Jurisdiction], which ends up adding xxx to the cost of a single family house. 

Generally, multifamily and mixed use land costs more. Recent sales show land prices averages between xxx an xxx an acre. Based on a typical multifamily construction in San Mateo County, land costs add $40,000-$60,000 per unit, but can run as upwards of $75,000 per unit in some locations. Along the El Camino corridor in San Mateo County, land costs range from roughly $2 million to $5 million an acre, with the permitted density driving much of the difference. 

For San Mateo County, land costs average around 15-20 percent of construction costs for multifamily and 40 percent of construction costs for single family.  

Construction Costs

Construction costs include both hard costs, such as labor and materials, and soft costs, such as architectural and engineering services, development fees and insurance. For multifamily homes in San Mateo County, hard costs account of 60-65 percent of the building cost and soft costs average around 15-20 percent (the remaining 15-20 percent is land costs). For single family homes, hard costs often are roughly 40 percent of the total cost, soft costs are 20 percent and land is the remainder. 

According to the Association of Bay Area Governments, wood frame construction at 20-30 units per acre is generally the most cost efficient method of residential development. However, local circumstances of land costs and market demand will impact the economic feasibility of construction types.

One factor affecting costs is the use of prevailing wage labor. Construction costs for a typical apartment complex (45 units per acre, structured parking, 800 square units), are around  

$200,000 a unit for prevailing wage labor and $175,000 a door for non-prevailing wage labor. 

Single family homes costs roughly $125 per square foot for a two story house and $160 for a three story home. 

Costs can change dramatically over time. For instance, in late 2008/ early 20009, construction costs dropped roughly ten percent. 

Financing
Until mid 2008, home mortgage financing was readily available at attractive rates throughout San Mateo County and California. Rates vary, but ranged around 6.25 percent to seven percent from 2006-2008 for a 30 year fixed rate loan (HSH Associates Financial Publishers). However, rates have been as high as ten or 12 percent in the last decade. 

Starting in late 2008, it became harder to get a home purchase loan, but the average interest rate has fallen to around five percent. In particular, people with short credit history, lower incomes or self-employment incomes, or those with other unusual circumstances, have had trouble qualifying for a loan or were charged higher rates. 

Small changes in the interest rate for home purchases dramatically affect affordability.  A 30 year home loan for $400,000 at five percent interest has monthly payments of roughly $2150. A similar home loan at seven percent interest has payments of roughly 20 percent more, or $2660. 

Construction loans for new housing are difficult to secure in the current market. In past years, lenders would provide up to 80 percent of the cost of new construction (loan to value ratio). In recent years, due to market conditions and government regulations, banks require larger investments by the builder. 

Many builders are finding it nearly impossible to get construction loans for residential property at the current time. Complicated projects, like mixed use developments, are often the hardest to finance. Non profit developers may find it especially difficult to secure funding from the private sector. 
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