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The average new vehicle sold in June 2026 cost $49,758. The average monthly payment crossed $763. And the typical
American household now needs more than 35 weeks of grossincome just to cover the sticker price of a new car. These
numbers are not abstract economic data points. They directly shape what happens when your vehicle gets damaged in
an accident, when an insurer calculates what your car is worth, and when you try to recover diminished value or
dispute a total loss settlement. The connection between vehicle affordability and insurance claims is closer than most
driversrealize, and in 2026, it istightening.

New Car Prices Are Not Coming Down

After peaking at an al-time high of $50,326 in December 2025, new vehicle transaction prices have stayed stubbornly
close to that ceiling. The average transaction price through the first half of 2026 has held near $49,200, and the June
figure of $49,758 represents a 0.6% increase over the same month last year. Full-size trucks regularly transact above
$60,000. Even the most popular segments that Americans are buying in volume, like compact SUV's and sedans, are
landing in the $30,000 to $42,000 range.

What is keeping prices elevated is a combination of factors. manufacturing costs have not retreated, tariffs remain in
effect on imported vehicles, and automakers have shifted their product mix toward higher-margin SUV's and trucks. The
result is a market where the average new car is financially out of reach for a growing share of American households,
pushing more buyers into the used vehicle market and reshaping the economics of every insurance claim filed in the
country.

How Affordability Pressure Ripples Into the Used Market

When new vehicles become less affordable, used vehicle demand increases. More buyers who would have purchased
new are shopping pre-owned instead, competing for a limited supply of clean, well-maintained used cars. That demand
keeps used vehicle vaues higher than they would otherwise be.

The numbers confirm this. The Manheim Used Vehicle Vaue Index rose to 215.3 in March 2026, its highest point since
the summer of 2023 and a 6.2% jump year over year. Three-year-old used vehicles averaged $31,548 in Q1, the
second-highest first quarter on record. And wholesale auction demand has been running above historical norms all year,
with sales conversion rates at Manheim climbing to 68.2%.

For insurance claims, this creates a paradox. Higher used vehicle values should mean higher actual cash value
assessments and, by extension, higher total loss settlements and clearer diminished value calculations. But insurers are
not always adjusting their valuations to match the market in rea time. The tools they use, including CCC One and
Mitchell, rely on data sets that can lag behind current conditions, producing settlement offers that undervalue your
vehicle relative to what it would actually sell for in today's market.

appraisalengine.com Page 1


https://appraisalengine.com/appraiser-blog/how-to-document-diminished-value/

If the market says your three-year-old SUV isworth $32,000 but the insurer's software says $27,500, you are
leaving $4,500 on the table. That gap is where independent appraisals become essential.

The Negative Equity Crisis Makes Total Loss Claims Worse

Perhaps the most alarming consequence of the affordability crisis is what is happening with negative equity. In Q1
2026, 30.9% of all trade-ins toward new vehicle purchases carried negative equity, the highest share for any quarter
since early 2021. The average amount owed on those underwater trade-ins hit $7,183, the second-highest quarterly
figure ever recorded. By Q2, nearly 30% of trade-ins were still underwater, with an average shortfall of $6,884.

What does this mean for someone whose car gets totaled? If you owe $34,000 on a vehicle the insurer values at
$28,000, you are $6,000 in the hole the moment they cut the settlement check. Without GAP insurance, that difference
comes out of your pocket. And the insurer has no obligation to cover your loan balance. They only owe you the
vehicle's actual cash value.

This is exactly where an accurate, defensible appraisal matters most. If the insurer's ACV number is even a few
thousand dollars below market, the gap between what you owe and what you receive widens further. For a complete
breakdown of how this dynamic plays out, our guide on insurance claim FAQs covering appraisals, diminished
value, and total loss walks through the scenarios in detail.

The Affordability Snapshot: Where Things Stand Mid-2026

Avg. New Vehicle Price $49,758 +0.6%

Avg. Monthly Payment (New) $763 +0.5%

Avg. Auto Loan Rate 9.58% Flat

Weeks of Income to Buy (New) 35.3 weeks -3.4%

Trade-Ins w/ Negative Equity (Q2) 29.6% Record Q2 high
Avg. Negative Equity (Q2) $6,884 Record Q2 high
Avg. Used Vehicle, 3-Yr-Old (Q1) $31,548 Near-record high

Why Loan Terms Are Making This Problem Harder to Escape

To manage the higher prices, buyers are stretching their loans further. More than 35% of all new vehicle loans
originated in Q1 2026 carried terms of six years or longer. Nearly one in five new car payments now exceeds $1,000 per
month. The average used car payment sits at $531 per month.

Longer loan terms create a slower equity build. The vehicle depreciates faster than the loan balance decreases, leaving
the borrower underwater for alonger portion of the ownership cycle. If that car gets rear-ended in a parking lot at month
18, the owner isvery likely to owe more than the insurer will pay.
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For diminished value claims, the dynamic is different but equally important. A vehicle that was purchased at the top of
the market carries a higher pre-loss baseline value. When that car is damaged and repaired, the percentage of value lost
to accident history is applied to a bigger starting number. A 15% diminished value loss on a $45,000 vehicle is $6,750.
The same 15% on a $30,000 vehicle from five years ago is $4,500. The market is producing higher-value claims by
default, and insurers know it.

What This Means for Diminished Value Claims

The vehicle affordability crisis has a direct, measurable effect on diminished value. When prices are elevated across the
board, the financial impact of an accident history on your vehicle's resale value is amplified. A buyer who is already
stretched to afford a used car in this market will be even more reluctant to pay full price for one that shows a prior
accident on its Carfax report. The stigma discount gets bigger because the stakes for the buyer are bigger.

Meanwhile, insurers continue to rely on formulas and internal tools that systematically undervalue diminished value
losses. The 17c formula, still widely used despite being designed as an internal insurer convenience rather than a
market-reflective methodology, was never built to account for the pricing dynamics of a market where new cars cost
$50,000 and used car demand is running above historical norms. A professional appraisal based on actual comparable
salesin your local market remains the only reliable way to cal culate what you have lost. For more on how segment-level
trends factor into the calculation, see our breakdown of diminished value loss by vehicle segment.

What This Means for Total Loss Settlements

If your vehicle is declared atotal loss, the insurer owes you the actual cash value of the vehicle immediately before the
accident. In amarket where used car values are elevated, your ACV should reflect that. But it often does not.

The replacement cost problem is the clearest illustration. If the insurer pays you $28,000 for your totaled three-year-old
crossover, but replacing it with a comparable vehicle in the current market costs $32,000, you are absorbing a $4,000
loss on top of the disruption of losing your car. That replacement cost gap is widening because the market is moving
faster than insurer valuation tools are updating.

Add the negative equity problem and it compounds. If you owed $34,000 on that same crossover, the insurer's $28,000
check leaves you $6,000 short. Without GAP coverage, you are paying off aloan on a car you no longer own while
simultaneously financing a replacement at today's el evated prices and interest rates. Our analysis of how to get a higher
ACYV from insurance covers the specific steps you can take to challenge an undervalued offer.

How Off-Lease Inventory Could Shift the Landscape

One factor that could provide some relief to used vehicle prices in the second half of 2026 is the projected increase in
off-lease returns. Lease volumes dropped sharply during the 2021-2022 production shortage, which meant fewer
three-year-old vehicles entered the used market in 2024 and 2025. That constraint is now easing. Off-lease volumes are
projected to rise by more than 25% in 2026, bringing nearly half amillion additional units back into dealer inventory.

If that supply materializes as expected, it could moderate used vehicle prices in certain segments, particularly compact
SUV's and EVs where lease penetration was highest. For insurance claims, that means your vehicle's ACV could shift
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during the second half of the year. Timing matters. A total 0ss settlement negotiated in September based on July market
data could leave money on the table if wholesale prices softened in August. An independent appraisal captures the
market as it stands at the time of loss, not as an algorithm estimated it months earlier.

Protecting Yourself in a Market That Works Against You

The affordability environment is not going to fix itself overnight. Prices are not coming back to 2019 levels. Loan terms
are not getting shorter. And insurers are not suddenly going to start offering settlements that reflect the full cost of
replacing your vehicle in this market. What you can control is how well you document your claim and how accurately
your vehicleis valued.

If your vehicle was damaged in an accident that was not your fault, get a professional diminished value appraisal. If
your car was totaled, do not accept the first settlement offer without verifying it against current market data. Request the
insurer's full valuation report. Compare their comparable vehicles against actual listings in your area. And if the
numbers do not add up, exercise your right to dispute the offer with an independent appraisal.

The gap between what insurers offer and what vehicles are worth in this market is wider than it has been in years. For
vehicles with higher price tags, the EV market adds another layer of complexity that most valuation tools handle poorly.
Our analysis of electric vehicle depreciation in 2026 breaks down that specific challenge.

Not Sure If Your Claim Reflects Current Market Value?

Whether you are dealing with a diminished value loss or a total loss settlement that does not add up, an
independent appraisal gives you a defensible number backed by real market data.

Get Your Free Quote Read the Full Article Online

Frequently Asked Questions

Does the current high price of new cars affect my insurance settlement?

Y es. New vehicle prices directly influence used vehicle values, which in turn determine your vehicle's actual cash value
for insurance purposes. When new cars cost more, used car demand increases, pushing up values across the board.
However, insurer valuation tools do not aways keep pace with market movements, which is why independent
appraisals frequently produce higher, more accurate numbers.
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What happens if | owe more on my car loan than the insurance settlement covers?

If your vehicle is totaled and you owe more than the insurer's settlement, you are responsible for the difference unless
you have GAP insurance. With nearly 30% of trade-ins carrying negative equity and average shortfalls approaching
$7,000, this scenario is increasingly common. Getting an accurate ACV through an independent appraisal can reduce
the gap, but GAP coverageis the only product that eliminatesit entirely.

How do rising used car values affect my diminished value claim?

Higher vehicle values typically produce larger diminished value claims because the baseline from which the loss is
calculated is higher. If your vehicle was worth $40,000 before the accident, a 15% diminished value loss equal s $6,000.
In a softer market where the same car might be worth $34,000, that same percentage loss is only $5,100. The current
market environment generally favors claimants, but only if the claim is supported by a professional appraisal that
captures real market value.

Will the increase in off-lease vehicles lower my car's value?

The projected 25%+ increase in off-lease returns in 2026 could moderate values in specific segments, particularly
compact SUVs and electric vehicles. If your vehicle falls into one of those categories and you have a pending claim,
timing matters. An independent appraisal captures your vehicle's market value at the time of loss rather than relying on
data that may be weeks or months old.

Should I dispute my total loss settlement in this market?

If the settlement does not cover the cost of replacing your vehicle with a comparable one in the current market, you
should absolutely challenge it. Request the insurer's valuation report, compare their comparable vehicles to actua
listings in your area, and get an independent appraisal. In a market where replacement costs are elevated, the financial
impact of accepting an undervalued offer is more significant than ever.
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