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How Home Insurance Premiums
Are Calculated: An Overview from
Your Independent Insurance
Agency

Have you ever compared your home insurance
premium to a neighbor’s and wondered why the
numbers don’t match? Or maybe you’ve gathered
multiple quotes and noticed a big difference in
price from one company to another. You're not
imagining things—home insurance isn’t one-size-
fits-all.

Every insurance company evaluates risk differently,
and your home comes with its own unique
characteristics. Understanding six primary factors
that go into your premium can help you make
better decisions, compare policies more effectively,
and know where you may have opportunities to
save.

Below we break down the six primary
factors that influence home insurance
premiums:

1. Rebuild Costs (Replacement Cost)
One of the biggest drivers of your home
insurance premium is the cost to rebuild your
home—not the price you paid for it, and not its
market value.

Replacement cost is what it would take to
reconstruct your home using materials of
similar type and quality. Insurers generally
consider factors such as:
e Your home’s square footage
e Construction materials (e.g., brick vs.
wood)
e Custom features like upgraded
countertops or specialty flooring
e Local labor and construction costs
e Current regional material costs, which
have fluctuated in recent years

Your home might sell for a certain amount
based on the neighborhood and land value, but
the rebuild cost could be significantly higher or
lower. Insurance is concerned only with
rebuilding the structure, not the land or market
conditions.

Location-Based Risks
Your address plays a major role in how
insurance companies assess risk and calculate
pricing.
e Weather- and disaster-related risks
Homes in areas prone to hurricanes,
tornadoes, wildfires, hail, or other natural
events generally face higher premiums
based on historical loss data and climate
patterns. Standard home insurance typically
does not include flood or earthquake
coverage; separate policies may be needed.
e Crime statistics
Higher levels of theft or vandalism in your
area increase the likelihood of a claim,
which may increase premiums.
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e Fire protection
Distance to a fire station, access to fire
hydrants, and local fire department ratings
all influence rates.

3. Property Characteristics

Insurers closely examine your home’s physical

characteristics.

e Age of the home
Newer homes typically receive lower
premiums because major systems are up to
current code. Older homes may cost more
due to outdated electrical systems, aging
plumbing, older roofs, or materials that are
expensive to replace.

e Construction type
Brick, masonry, and other fire-resistant
materials may reduce premiums, while
wood-frame homes often carry higher risk
ratings.

e Roof condition
The roof is a major factor. Older or worn
roofs increase the chance of damage and
may limit coverage options.

e Updates and upgrades
Modernizing your home can positively
impact pricing. Improvements such as
updated wiring, newer plumbing, security
systems, and impact-resistant roofing can
reduce risk. Carrier practices vary, and
many require updates within certain
timeframes.

4. Coverage Selections & Policy
Options

Your premium is directly tied to the types and
levels of coverage you choose.

o Dwelling coverage
This covers the cost to rebuild your
home; higher limits increase the
premium.

e Personal property coverage
Covers belongings such as furniture and
electronics; higher limits cost more.

e Liability insurance
Provides protection if someone is
injured on your property. Higher limits
typically add minimal cost.

e Deductible
Choosing a higher deductible generally
lowers premiums but increases
potential out-of-pocket expenses.

e Optional coverages
Examples include water/sewer backup,
scheduled jewelry or collectibles,
equipment breakdown, and service line
coverage.

5. Your Prior Claims History

Insurers typically review previous home
insurance claims to help assess future risk.

6. Additional Factors That May Affect
Your Premium

e Credit-based insurance scores
Many insurers use credit-based insurance
scores where permitted. Rules vary by state
and can change.

e Occupancy
Primary residences generally receive more
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favorable pricing than seasonal or
secondary homes.

e Discounts
Common examples include home/auto
bundling, security systems, smart-home
safety features, new homebuyer status, and
claims-free history.

e Continuous insurance coverage
Maintaining uninterrupted coverage can
help with pricing consistency.

Get Clear, Personalized Guidance
from an Independent Agent

Home insurance pricing is complex, and every
company evaluates risk differently. That’s why
working with an independent insurance agency
matters—we compare multiple carriers to help you
find the right combination of coverage, value, and
price.

We're here to help you protect your home with
confidence.

CONTACT US

Tonry Insurance Group, Inc. has two
convenient locations in Massachusetts,
Grossman Drive in Braintree and Bedford
Street in Lexington.

Tonry has served New England insurance
clients since 1926, providing
personalized, professional service and
competitive product pricing from a wide
range of local, regional, and national
insurance companies.

Our courteous, knowledgeable staff has
the experience to assist you with all your
insurance needs.

TONRY.COM
(617) 773-9200
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