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THE RENTAL
FUNDAMENTALS

By CHARLES SCUTT

CTW FEATURES
The American dream of
owning your own home
has turned into a nightmare
for many people who have
seen market values plum-
met, mortgages become
unaffordable and credit
options dwindle. While
home ownership offers
plentiful tax-lowering and
equity-building benefits, the
truth is that renting a resi-
dence is still the smarter
choice for many, say the
experts.

“The American dream of
owning your own home
gratifies our egos and our

(Broadway Books, 2009),
and he'll tell you that the
best candidates for renting
instead of buying include
those who have little extra
disposable income, seek to
diversify their investments,
don’t want the stress of
home maintenance, lack
the cash reserves for unex-
pected home costs, and are
arriving in a new neighbor-
hood, job or city.

“This also includes any-
body who needs flexibility
- for example, if you don’t
want to limit income
potential. Owning a house
keeps you in one area,
where the lucrative jobs

is nice for those who
either don’t know how,
don’t have the time, or just
don'’t feel like doing it

One of the biggest
plusses of renting over
owning is “relative liquidi-
ty,” says Walter Hall, chair-
man of HouseSavvy USA,
Norwell, Mass.

“Renters have no invest-
ment to recoup when
needing to move on,
whereas homeowners are
locked into a relatively
nonliquid investment
when needing to sell and
are controlled by the
vagaries of the market at
that time, particularly the
economy and credit mar-
ket”

Renting as opposed to
buying can also reap divi-
dends over the long term,
as Hall demonstrates.

“Over the years, home
buying has made a lot

feeling of independence may be elsewhere,” Sher- more financial sense than
but has very little financial ~ man says. renting. However, there
benefit unless you plan to Among other ideal rental have béen certair; relative-

live there a long time,” says-
Alan Brymer, a Provo, Utah-

candidates are those with
less-than-desirable credit,

ly short periods of time
when renters have been

based real-estate investor. credit-card debt and a his- way ahead financially? Hall
“Buying a house is only tory of spending problems,  ¢vs «As an example, con-
your best investment if val-  says Peggy Spiro, certified  gider one person renting a
ues are rapidly increasing reakestate divorce special- property for $1,500 a

or if it costs as much to ist, RE/MAX Alliance, month from 2005 to 2008,
rent each month as it does ~ Louisville, Colo.

and another person buying

to own a home?” “Twould also advise a home for $400,000 at the
CONTINUED ON PAGE 9 someone Wh() is p()tcntlﬂ.l- pCilk of the milrk,et m‘zo()s

Rick Lorenz, a licensed ty moving within three and having to sell it for
realestate broker in Duran- ~ Years tostick to renting,” ¢35 (451 2008 This is
£0, Colo., says that owning she says."A home can be not o,nly a ca;)ital loss of
“is not for everyone.That's [costly] and can create $80,000 but a further

part of the reason the
economy is in the mess it
is in right now. Owning is
a privilege that should go
to responsible individuals
who have shown and
established a good credit
history and have some
cash down payment that

more debt than necessary.
Homebuying is a privilege,
not a right. One has to
earn that privilege by sav-
ing money”

The advantages renters
enjoy are plentiful, Brymer
says.The biggest is security.
“In case employment or

investment of mortgage
interest, taxes, insurance,
maintenance and repairs
that - over and above
what the rent would have
been - would be at least in
the range of another
$20,000”

. The bottom line, says

; i incomes change, you also
;?)rélke;?ut of their own have the freedom to move léllll(f)fr;,df’{l Dlltlyffz;’fb I{OHkC] {afor
Ask Spencer Sherman, out if your circumstances ) v i Ga. is that “leas
author of the book “The change,” he says.“And hav- inl? helos l,\ ) ‘,vour ’
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exposure to losing moncy
in a declining housing mar-
ket. It also allows a person
who is fiscally responsible
to sleep better at night if
he was considering
stretching to buy his or her
next house instead”

However, there is the
flip side to consider, Spiro
says.

ter leverage today,"she
says.“In Colorado, for
example, the rental rates
are up, not down. With s0
many people back in the
rental market due to fore-
closures, the rental market
is very strong, so there is
no negotiating [for lower
rents]”
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