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Rate buydowns, closing cost credits, flex cash, and 'free' upgrades — what each one is
actually worth, and when builders are most motivated to deal.
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03. Understanding Builder Incentives

Rate buydowns, closing cost credits, flex cash, and 'free’ upgrades — what each one is actually
worth, and when builders are most motivated to deal.

The four incentive types

Interest rate buydowns: the builder pays points to lower your mortgage rate, either permanently or for the first
years (a '2-1 buydown' lowers the rate 2% in year one, 1% in year two). Often the most valuable incentive in
dollar terms — and almost always tied to using the builder's lender.

Closing cost credits: a flat contribution toward your title, lender, and escrow costs. Simple, transparent, and
easy to compare across builders.

Free or discounted upgrades: design center credit or included features. Valuable, but remember upgrades
are priced at retail with healthy margins — a '$20,000 upgrade credit' costs the builder considerably less than
$20,000.

Flex cash: a lump sum you direct toward price, closing costs, or the rate. The most flexible form and
increasingly common in Central Texas master plans.

Why incentives exist at all

Builders protect base prices because every visible price cut re-prices their unsold inventory and unsettles
buyers who already paid more. Incentives deliver the discount invisibly — the recorded sale price stays high,
the neighborhood comps stay intact, and you still get the value. Understanding this explains the golden rule:
builders will almost always give more in incentives than they'll cut in price.

When builders are most motivated

Incentives track the builder's calendar, not yours. Month-end matters; quarter-end matters more; fiscal
year-end matters most. A completed 'spec' or inventory home that has sat unsold for months carries real
carrying costs — those homes attract the deepest incentives. A to-be-built home on a lot the builder will
happily sell to the next visitor attracts the least.

How to evaluate any incentive

Convert everything to dollars. A rate buydown's value is the monthly payment difference times the months
you'll realistically hold the loan. An upgrade credit's value is what you'd have actually paid for those upgrades
— not the sticker. Then ask the only question that matters: what is the total cost of this house, with this loan,
after this incentive — compared with the same math at the builder across the street? Chapter 4's workbook
exists for exactly this.
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Reporting note: Incentives in the Austin market change weekly, and published numbers go stale fast. That's
why the Explorer's incentive tracker reports on a verification cycle rather than repeating whatever a flyer said
last month. Always confirm the current offer in writing before you write a contract.
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