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Homeowners Insurance Affordability: 

Countrywide Trends and State Comparisons  
 
 

In the past 20 years, the average cost of claims per insured home in the United States has 
increased at a rate that has outpaced infla�on1. This trend is being driven by a combina�on of 
factors, including natural catastrophes, rising home repair costs, supply chain disrup�ons, and 
the ongoing migra�on of popula�ons into areas suscep�ble to disasters. Addi�onally, insurance 
companies face challenges related to fraud, excessive claims, and legal system abuse in the 
a�ermath of catastrophic events. These cost drivers have led to less affordable homeowners 
insurance countrywide. Some areas are experiencing both affordability and availability crises, as 
some insurers respond to these challenges by reducing coverage or withdrawing from specific 
markets en�rely. Examining these trends can reveal opportuni�es for improving both 
affordability and availability for all consumers. 

The IRC has developed a tool that measures homeowners insurance affordability, the 
affordability index, which determines the ra�o of average homeowners insurance expenditures 
to median household income. It measures the propor�on of household income used to pay for 
homeowners insurance; a higher index indicates less affordable insurance.  

Data on median household income are from the U.S. Census Bureau. Average homeowners 
insurance expenditures data are from the Na�onal Associa�on of Insurance Commissioners 
(NAIC).  The IRC uses the average premium amount for dwelling fire and homeowners owner-
occupied policy forms, which exclude renters and condo insurance.  

 
1 Insurance Informa�on Ins�tute, “Homeowners Claims Costs Rose Faster Than Infla�on for 2 Decades,” May 4, 2023, 
htps://www.iii.org/insuranceindustryblog/homeowners-claims-costs-rose-faster-than-infla�on-for-2-decades/ (accessed 
November 10, 2023). 
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factors, migration patterns, and claim abuse is driving 
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These data exclude flood and earthquake insurance, which are not part of standard homeowners 
policies. Average premiums can vary significantly depending on several factors, including the 
loca�on of the home, its value, the coverage op�ons, and the insurance company.  

The goal of calcula�ng an affordability index is not to establish a par�cular threshold at which 
homeowners insurance becomes affordable or unaffordable. Such a threshold would be 
subjec�ve, as different par�es can reasonably disagree about what would cons�tute affordable 
insurance. Rather, the index provides a method to compare homeowners insurance affordability 
over �me and across state jurisdic�ons. 

This analysis looks at the affordability of homeowners insurance for the overall popula�on and 
does not address the issue of affordability for specific demographic or geographic risk profiles. It 
is also worth no�ng that the data to es�mate affordability is available only through 2020, so this 
analysis does not reflect more recent increases in personal insurance rates.  

Countrywide Trends 
In 2020, the most recent year for which data are available, the average homeowners insurance 
expenditure was $1,311. Median household income in 2020 was $68,010. Thus, U.S. households 
spent an average of 1.93 percent of their income on homeowners insurance, an increase from 
the previous year (1.85 percent) but lower than the peak of 2.11 percent in 2014. For 
comparison, at the turn of the millennium, households spent an average of 1.21 percent.  

The overall trend in the expenditure-to-income ra�o shows that homeowners insurance has 
generally become less affordable for the average U.S. consumer over �me. In the 2000s, the 
median-income household spent an average of 1.54 percent of its income to pay for 
homeowners insurance. The index rose to an average of 1.99 percent in the 2010s, dropping 
slightly in 2019 and 2020. 

Homeowners Insurance Has Become Less Affordable Over Time 
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State Rankings 
Based on the 2020 affordability index, homeowners insurance was most affordable in Utah, 
where households spent 0.92 percent of their income on homeowners insurance. Other states 
with low expenditure-to-income ra�os in 2020 included Oregon, Wisconsin, Washington, and 
New Hampshire. The least affordable state in 2020 was Louisiana, with an index value of 3.84 
percent. Rounding out the top five least affordable states were Florida, Oklahoma, Mississippi, 
and Alabama—catastrophe-prone states.  

The index is a ra�o, so some states with high average homeowners insurance expenditures 
appear lower on the affordability rankings because of higher-than-average median income. For 
example, Colorado had the fi�h highest expenditures but ranked 18th least affordable due to its 
median income being 23 percent higher than the na�onal average. Other states are pushed up 
the ranks of least affordable states because they have low median household incomes. For 
example, New Mexico, with expenditures 11 percent below the na�onal average and the third 
lowest median income, ranked 11th in least affordability for homeowners insurance in 2020.  

States Exhibit Drama�c Differences in Homeowners Insurance Affordability
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Cost Drivers 
Ul�mately, homeowners insurance affordability is determined by the underlying key cost drivers, 
which must be addressed to improve affordability. The specific factors driving high insurance 
costs can vary from state to state. Many of these key cost drivers are described below and shown 
in the “Cost Drivers by Affordability of Home Insurance” table. 

Claim frequency, catastrophe claims (CAT)—The number of catastrophe claims paid in a 
par�cular year for every 100 exposures insured for the en�re year. An event is designated a 
catastrophe by the industry when claims are expected to reach a certain dollar threshold, 
currently set at $25 million, and more than a certain number of policyholders and insurance 
companies are affected. Claim frequency is a standardized measure of how o�en homeowners 
insurance claims are paid. This report's paid claim frequency data are from the IRC study, Trends 
in Homeowners Insurance Claims: 2001–2021.  

Claim frequency, non-catastrophe claims (NonCAT)—The number of non-catastrophe claims 
paid in a par�cular year for every 100 exposures insured for the en�re year. Claim frequency is a 
standardized measure of how o�en homeowners insurance claims are paid. This report's paid 
claim frequency data is from the IRC study, Trends in Homeowners Insurance Claims: 2001–2021. 

Claim severity, catastrophe claims (CAT)—The average claim payment for all catastrophe claims 
paid during the year. Claim severity measures how much is paid for the average homeowners 
insurance claim. This report's claim severity data are from the IRC study, Trends in Homeowners 
Insurance Claims: 2001–2021. 

Claim severity, non-catastrophe claims (NonCAT)—The average claim payment for all non-
catastrophe claims paid during the year. Claim severity measures how much is paid for the 
average homeowners insurance claim. This report's claim severity data are from the IRC study, 
Trends in Homeowners Insurance Claims: 2001–2021. 

Weather risk—The expected annual loss per $1 million of aggregate building value from 
weather-related hazards, based on Na�onal Risk Index data from the Federal Emergency 
Management Agency (FEMA), which includes both residen�al and commercial buildings. 
Weather hazards include cold wave, hail, heat wave, hurricane, ice storm, lightning, strong wind, 
tornado, and winter weather. Losses due to coastal or river flooding are excluded since they are 
not covered by standard homeowners policies. 

Other natural hazard risk—The expected annual loss per $1 million of aggregate building value 
from non-weather hazards, based on Na�onal Risk Index data from FEMA, which includes both 
residen�al and commercial buildings. Non-weather hazards include avalanche, landslide, 
tsunami, volcanic ac�vity, and wildfire. Losses due to earthquake are excluded since they are not 
covered by standard homeowners policies. 

https://www.insurance-research.org/research-publications/trends-homeowners-insurance-claims-2001%E2%80%932021
https://www.insurance-research.org/research-publications/trends-homeowners-insurance-claims-2001%E2%80%932021
https://www.insurance-research.org/research-publications/trends-homeowners-insurance-claims-2001%E2%80%932021
https://www.insurance-research.org/research-publications/trends-homeowners-insurance-claims-2001%E2%80%932021
https://www.insurance-research.org/research-publications/trends-homeowners-insurance-claims-2001%E2%80%932021
https://www.insurance-research.org/research-publications/trends-homeowners-insurance-claims-2001%E2%80%932021
https://hazards.fema.gov/nri/
https://hazards.fema.gov/nri/
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Expense index—The amount insurers spent to process, inves�gate, and li�gate claims (loss 
adjustment expenses) as a percent of incurred losses. Based on the five-year average from the 
NAIC’s Report on Profitability by Line by State in 2021. 

Claims li�ga�on—The percent of homeowners claims with li�ga�on, based on data from the 
NAIC's Market Conduct Annual Statement Scorecard and measured by the ra�o of suits opened 
to claims closed without payment mul�plied by the ra�o of claims closed without payment to the 
total claims closed. New York and North Dakota do not par�cipate. 

 

The following table shows a value for each of these cost drivers in each state, with color coding 
represen�ng where each jurisdic�on rates rela�ve to the rest of the country. The red highlights 
represent the states with higher expenditure-to-income ra�os that tend to have less favorable 
rankings with respect to these cost drivers, while the green highlights illustrate the more 
favorable rankings among the more affordable states.  

This visual evidence shows the importance of these factors in determining overall homeowners 
insurance affordability. Furthermore, the report's data cost driver analysis can provide direc�on 
for policymakers in individual states to explore ways to improve the affordability of insurance in 
their specific jurisdic�ons. 

 

https://content.naic.org/sites/default/files/publication-pbl-pb-profitability-line-state.pdf
https://content.naic.org/mcas_data_dashboard.htm
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Cost Drivers by Affordability of Home Insurance 
Red highlights show less favorable rankings; green highlights show more favorable rankings. See notes on previous pages. 
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Utah 0.92 1.03 3.71 $9,255 $11,161 $21 $387 13.2 0.23 
Oregon 0.99 0.73 2.35 $26,812 $17,563 $5 $129 12.9 0.41 
Wisconsin 1.16 1.50 2.02 $10,939 $14,140 $174 $4 12.9 0.20 
Washington 1.18 0.28 2.68 $10,782 $18,014 $4 $189 13.9 0.33 
New Hampshire 1.19 0.23 1.62 $5,419 $14,714 $303 $7 13.1 0.43 
Maryland 1.23 2.11 4.84 $9,078 $12,312 $404 $7 13.0 0.23 
Idaho 1.25 1.14 3.91 $9,745 $12,245 $13 $326 12.6 0.23 
D.C. 1.31 0.69 4.52 $6,045 $12,234 $53 $1 13.7 0.39 
Alaska 1.32 0.04 2.35 $7,074 $20,325 $3 $169 13.1 0.23 
Virginia 1.32 2.05 4.12 $8,430 $11,495 $415 $8 12.9 0.17 
Pennsylvania 1.33 1.47 3.55 $8,778 $11,308 $139 $4 14.4 0.65 
Arizona 1.34 0.76 3.58 $8,303 $11,804 $18 $162 13.4 0.23 
Nevada 1.39 0.17 3.10 $7,213 $13,031 $3 $197 14.2 0.33 
Delaware 1.46 0.82 3.29 $10,238 $11,709 $303 $9 13.3 0.27 
Iowa 1.47 6.41 3.34 $12,379 $12,013 $436 $5 12.2 0.15 
Ohio 1.47 2.04 3.02 $8,980 $11,499 $148 $4 13.1 0.24 
Maine 1.49 0.52 2.24 $4,536 $14,028 $386 $5 13.1 0.46 
Vermont 1.49 0.37 2.70 $4,784 $13,914 $117 $10 12.7 0.33 
New Jersey 1.51 1.64 3.56 $7,399 $13,320 $311 $15 14.4 0.79 
Illinois 1.56 4.22 2.68 $11,628 $15,131 $180 $1 12.7 0.25 
Indiana 1.57 2.25 3.02 $9,853 $12,778 $199 $2 12.8 0.29 
Hawaii 1.59 0.11 2.88 $49,796 $14,993 $112 $159 14.9 0.37 
Michigan 1.60 1.59 3.22 $7,750 $13,670 $181 $3 13.0 0.39 
California 1.65 0.92 2.47 $56,785 $21,965 $5 $209 15.7 0.59 
South Dakota 1.77 2.36 4.77 $12,474 $10,925 $512 $144 12.2 0.06 
North Carolina 1.78 2.73 3.80 $7,177 $10,715 $897 $13 12.5 0.14 
West Virginia 1.80 0.56 2.93 $11,995 $15,265 $91 $32 13.8 0.32 
Massachusetts 1.90 0.58 0.93 $5,530 $16,473 $355 $3 14.7 0.52 
Minnesota 1.92 4.03 2.98 $17,564 $15,269 $273 $29 12.2 0.09 
North Dakota 1.97 1.82 4.73 $11,327 $10,534 $583 $52 12.2 N/A 
New York 1.99 1.47 2.79 $7,339 $17,533 $202 $2 14.5 N/A 
Kentucky 2.03 2.48 4.20 $7,749 $10,116 $237 $26 13.0 0.27 
Connecticut 2.07 2.17 3.27 $9,755 $17,155 $365 $2 13.9 0.85 
Colorado 2.09 6.35 3.86 $12,750 $14,061 $376 $115 12.4 0.22 
Kansas 2.12 2.98 4.23 $11,950 $11,401 $404 $29 12.3 0.09 
Wyoming 2.14 2.71 5.00 $13,427 $13,044 $86 $121 11.8 0.13 
Rhode Island 2.15 2.24 4.69 $6,199 $13,185 $314 $2 14.0 0.62 
Missouri 2.16 3.18 3.29 $11,320 $13,765 $279 $12 12.5 0.31 
Nebraska 2.20 4.46 3.90 $11,725 $9,394 $674 $13 11.9 0.06 
South Carolina 2.20 2.25 3.50 $7,843 $11,398 $1,514 $15 13.7 0.27 
New Mexico 2.29 1.71 4.85 $10,883 $10,130 $38 $211 12.8 0.28 
Georgia 2.30 3.54 4.55 $8,968 $12,769 $485 $12 12.9 0.19 
Tennessee 2.33 2.07 3.88 $12,803 $12,642 $173 $6 13.1 0.24 
Montana 2.45 1.64 3.73 $18,356 $15,871 $39 $203 12.9 0.33 
Texas 2.86 6.88 3.75 $11,435 $12,332 $750 $48 13.6 0.50 
Arkansas 2.91 3.03 5.24 $10,396 $11,209 $394 $43 12.4 0.06 
Alabama 3.28 2.94 4.26 $10,080 $12,651 $840 $9 12.8 0.23 
Mississippi 3.64 2.45 4.45 $10,325 $12,494 $1,010 $32 12.5 0.20 
Oklahoma 3.66 3.76 4.06 $13,023 $13,446 $509 $116 13.0 0.26 
Florida 3.79 4.02 4.12 $15,933 $14,691 $2,291 $83 19.3 4.39 
Louisiana 3.84 11.55 4.16 $15,335 $11,705 $1,724 $14 13.4 3.83 
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About Insurance Research Council 
The Insurance Research Council (IRC), affiliated with The Ins�tutes, is an independent, nonprofit 
research organiza�on supported by leading property and casualty insurance companies and 
associa�ons. IRC provides �mely and reliable research to all par�es involved in public policy issues 
affec�ng insurance companies and their customers. IRC does not lobby or advocate legisla�ve 
posi�ons.   
 
The Ins�tutes, a leading provider of risk management and insurance knowledge solu�ons, offer 
innova�ve educa�on, research, networking, and career resources, including professional 
designa�ons such as the CPCU® program, leadership programs, con�nuing educa�on courses, events 
and conferences, associa�ons, custom solu�ons, publica�ons, and assessment tools.  
CPCU is a registered trademark of The Ins�tutes. All rights reserved.  
For any inquiries, please email:  irc@theins�tutes.org 
 
2023 IRC Members 
Acuity Insurance 
Allstate Insurance Company 
American Family Insurance 
American Property Casualty Insurance Associa�on 
Amica Mutual Insurance Company 
CSAA Insurance Group 
Erie Insurance 
Horace Mann Insurance 
The Hanover Insurance Group 
Liberty Mutual Group 
Na�onal Associa�on of Mutual Insurance Companies 
Sentry Insurance 
State Farm Insurance Companies 
United Services Automobile Associa�on 
 
2023 IRC Advisory Board 
Gavin Blair, Hanover Insurance Group, Chairperson 
Brigete Arnall, Allstate Insurance Company 
Jon Bloom, Erie Insurance 
Michael Braaten, State Farm Insurance Companies 
Deborah Brancel, American Family Insurance 
Michael Gillerlane, Amica Mutual Insurance Group 
Michel Leonard, Insurance Informa�on Ins�tute 
Jamie Loiacono, Acuity Insurance 
Robert Passmore, American Property Casualty Insurance Associa�on 
Andrew Pauley, Na�onal Associa�on of Mutual Insurance Companies 
Michael Robon, Liberty Mutual Group 
Robert Valliere, CSAA 
Mathew Veibell, United Services Automobile Associa�on 
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