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Home truths about the real cost of renovating your property 
Legal and financial checks at the outset of a home revamp can prevent cost 
blow-outs and lengthy legal rows. 
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Home renovators are defying the nation’s lending slowdown by borrowing to 
spend “staggering” amounts on major refurbishments and expansions, despite 
rising costs and longer completion dates. 

A mix of low interest rates, more time working and living at home because of 
COVID-19, confidence in rising property prices and a shortage of alternative 
properties are helping to drive the demand. 

There’s a big push to complete holiday homes, says architect Yelena 
Smetannikov. Peter Braig 

But many renovators are potentially paying too much for their finance, are 
being hit by hugely inflated building material costs and are often unaware of 
the legal risks when things go wrong. 

Exclusive analysis of different types of borrowing to fund a $100,000 
renovation shows there is a 57 per cent difference between the cheapest and 
most expensive. 

https://www.afr.com/newsfeed/about
https://www.afr.com/by/duncan-hughes-j7gc6
https://www.afr.com/policy/economy/home-loan-boom-appears-to-have-peaked-20210803-p58fby


Yelena Smetannikov, an architect with inner-Sydney Urban Den Architects, 
says demand is booming for new kitchens, bathrooms and home offices, which 
include additional room for an assistant and audio-visual equipment for video 
conferencing. 
“Many people are also clamouring to get their holiday homes done,” says 
Smetannikov. 

Phil Dwyer, a builder and national president of the Builders Collective of 
Australia, which aims to boost industry standards, says many renovators are 
paying millions of dollars, running the risk of over-capitalising on their 
properties. 

“It’s staggering,” says Dwyer. “People need to be very careful and do their 
homework about who they select to do their renovations. There are operators 
in the industry who will offer a cheap price for a renovation and then push up 
the price with changes to the plan.” 

For Sharon Mathews, an IT consultant and graphic designer, a two-week 
project to repair and paint the ceiling of her inner Brisbane apartment took 
nearly seven months to complete. Final costs exceeded her budget by 10 per 
cent. 

Mathews says she was advised not to sue her builder because there was no 
contract setting out the project specifications and a completion date. 

Builder Nathan Chamings, who runs NB Homes, warns disputes can arise 
because renovators often do not have a clear idea of what they want or how 
much they want to spend, which can mean changes mid-way through a 
project. 

“Best results are achieved by renovators with architectural plans, specified 
building materials and a clear idea about appliances, fittings, colour schemes 
and price,” Chamings says. 

A building contract should also identify whether it is the property owner, 
architect or builder who obtains the planning and building permits. 
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Online services such as Renovators Directory can help those seeking 
information about local qualified tradespeople ranging from builders and 
plumbers through to interior design and architects. 

The renovator can seek an online quote on the product or service required and 
then use that to make a comparison with other providers. The directory 
includes around 100,000 home improvement service providers. It’s free for 
consumers and financed by a fee for companies. 

“It helps consumers find out what’s available in their area and compare 
prices,” says Tracie Ellis, Renovators Directory chief executive. 

Latest borrowing numbers show that demand from upgraders during June 
increased by more than 4.5 per cent as first-home buyers continued to be 
squeezed out of the market by rising prices. 

More than 121,000 Australians had also applied for HomeBuilder, which has 
since been closed, according to the Treasury. The scheme could be used for 
renovations. 

Analysts claim continued demand from upgrading owner-occupiers and 
investors will continue to drive property price gains, despite lockdowns 
potentially slowing demand in the short term. 

According to research group IBISworld, renovations are expected to increase 
building industry revenues by 11 per cent during 2020-21 to more than $65 
billion. 

A shortage of housing supply is also persuading many to avoid the transaction 
costs of moving – which can be around 10 per cent of the sale price – to spend 
this on renovations instead. 

Dwyer, from the Builders Collective, advises checking the builder is a 
registered practitioner for the type of work they will be doing and has a 
current certificate of domestic building insurance. This should be done before 
paying a deposit. 



Also check home and contents policy cover in case extra cover is needed, he 
says. 

It’s recommended a building lawyer reviews contracts for major renovations 
before signing. 

Lynda McAlary-Smith, executive director of the Victorian Building Authority, 
says renovators in the state need to use a registered practitioner and complete 
a domestic building contract for a project that costs more than $10,000. Other 
states and territories have similar provisions. 

Repayment costs for a $100,000 loan to be repaid over five years can range 
from about $8240 to nearly $15,000, according to Canstar, which monitors 
rates and fees. 

The cheapest methods of repayment are a home loan redraw or an existing 
home loan increase. 

A redraw allows the borrower to withdraw from a home loan where 
repayments have been made over and above the minimum required amounts. 
On a $100,000 loan, total repayments will be $8240 (or monthly payments of 
about $1800) based on an interest rate of 3.16 per cent over five years. 

Another choice is to borrow extra money against the property. Those with 
equity and the ability to make extra repayments may be eligible for an 
increased home loan limit. 

Total payments on a principal and interest $100,000 loan increase will be 
$8499 based on monthly repayments of $1808 and a 3.16 per cent interest 
rate, says Canstar. 

Construction loans will typically have application costs of around $540 and 
interest rates ranging from around 3.16 per cent to 3.66 per cent. Total costs 
for the $100,000 loan would be around $9110, or monthly repayments of 
$1966 over five years. 



Alternatively, says Canstar, with a home loan line of credit the borrower can 
access funding as needed. Interest is charged as soon as the money is 
borrowed. In addition to an application cost of around $500, there can be an 
annual fee of $100-plus. Based on an interest rate of 5.03 per cent, costs over 
five years would total $14,966, or monthly payments of $2061. 
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