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Fire and Your Homeowners’ Insurance 

 

Choosing the Correct Amount of Coverage 

Choosing the correct amount of home insurance coverage can be confusing, here is 

some helpful information. 

Appraised value:   

An appraised value is assigned to a property by a professional real estate 

appraiser. How do appraisers determine the value of a home? 

5 ways to find out what your house is worth 

1. Enter your address into a home value estimator. ... 
2. Ask a real estate agent for a free comparative market analysis. ... 
3. Check your county or municipal auditor's website. ... 
4. Identify trends with the FHFA House Price Index calculator. ... 
5. Hire a professional appraiser. 

Market value:   

By way of contrast, the market value of a property is decided by buyers, who value 

real estate holdings based on what they think the price of a property should be … 

and, most importantly, what they are willing to pay for it. 

Insurance value (replacement value):   

The home replacement cost is the amount it would take to rebuild your home 

with similar materials if it is damaged or destroyed. Your primary residence 

must be insured to at least 80% of the property's replacement cost, otherwise, 

insurance companies may not cover the entire cost of your home. 

As far as insurance companies are concerned, replacement costs are the costs 

necessary to rebuild or repair your home with building materials of similar 

type, quality, and style that were used in the initial construction of your 

home. That's what insurance companies look at when evaluating the replacement 

value. 
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How do I calculate the replacement cost value of my home?  

The easiest method for a quick calculation is to multiply the square footage of 

your home by the average cost per square foot to build in your area. This will 

give you a general estimate only. 

What is the difference between market value and replacement insurance? 

Market value is the price paid for your house. Replacement cost is the price or cost 
it will take to rebuild your house in the same spot, same size and same quality of 
construction, at today's costs. Insurance companies use the replacement cost 
valuation. These can be two completely different numbers. 

 

 


