
equity through mortgage payments takes years, so if you do not 
plan to remain in a home for a number of years (perhaps 7 to 10), 
may be worth it considering the alternative.

There are other economic considerations when comparing 
owning to renting.

Homeowner’s insurance is higher than renter’s coverage and 
repair and maintenance costs for a home can average 1% to 2% 
of the value of a house plus occasional big ticket items such as 
an HVAC replacement, new roof, painting, etc. These along with 
ownership costs should lead to the question, “how much am I 
actually paying to live here – not to own it?” The potential for 

for this is the leverage typically employed when buying a house. 
With a 20% downpayment, a 10% gain in price at sale results in 
a 50% gain on invested capital, but of course that cuts both ways 
such that a 10% decline in value produces a 50% loss on your 
capital, excluding consideration of equity build-up. Not to be 
excluded from these considerations are selling costs. Besides the 
selling commission, you may need to make neglected upgrades, 

such as more space typically, perhaps a yard for children 
and pets, ability to make changes, and the feeling of stability 
or permanence. These are all valid considerations and are 

economy, people are switching jobs more frequently than past 
generations, which may require relocation, and owning a home 
may complicate the process. Renting provides optionality, while 
ownership provides stability. In the end it comes down to the 
lifestyle you are looking for, but knowing the economics is an 
important input.

Much has been said about the current state of 
housing in the United States. Inventory of homes 
for sale is low, interest rates remain relatively 
high, and potential sellers are hesitant to lose 
their very low mortgage rates. Home ownership 

has always been considered a part of the American Dream and a 
right of passage to adulthood. But is it the right choice for you in 

rent decision and there are emotional and non-economic 
considerations as well.

We will start by looking at the numbers. After all, this is a 

equity and the prospect of a gain when you eventually sell. There 
is merit to this thinking, but there are also other considerations 

mortgage at 6.25%, you will pay down less than 4% of the 
beginning principal. Your payments are overwhelmingly interest. 
Couple that with property taxes, and a high portion of the 
monthly cost of home ownership is comparable to rent in that it 


