
Harvard’s 5 Financial Reasons 
to Buy a Home
Courtesy of KCM Blog

Eric Belsky is Managing Director of the Joint Center of Housing Studies 
at Harvard University. He also currently serves on the editorial board 
of the Journal of Housing Research and Housing Policy Debate. Last 
year, he released a paper on homeownership—The Dream Lives On: 
the Future of Homeownership in America. In his paper, Belsky reveals 
five financial reasons people should consider buying a home. 

Here are five reasons, each followed by an excerpt from the study:

1. Housing is typically the one leveraged investment available.

“Few households are interested in borrowing money to buy stocks 
and bonds and few lenders are willing to lend them the money. 
As a result, homeownership allows households to amplify any ap-
preciation on the value of their homes by a leverage factor. Even 
a hefty 20 percent down payment results in a leverage factor of 
five so that every percentage point rise in the value of the home 
is a 5 percent return on their equity. With many buyers putting 10 
percent or less down, their leverage factor is 10 or more.”

2. You’re paying for housing whether you own or rent. 

“Homeowners pay debt service to pay down their own principal 
while households that rent pay down the principal of a landlord.”

3. Owning is usually a form of “forced savings”.

“Since many people have trouble saving and have to make a 
housing payment one way or the other, owning a home can 
overcome people’s tendency to defer savings to another day.”
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4. There are substantial tax benefits to owning.

“Homeowners are able to deduct mortgage interest and property 
taxes from income...On top of all this, capital gains up to $250,000 
are excluded from income for single filers and up to $500,000 for 
married couples if they sell their homes for a gain.”

5. Owning is a hedge against inflation.

“Housing costs and rents have tended over most time periods to 
go up at or higher than the rate of inflation, making owning an 
attractive proposition.”

Bottom Line
We realize that homeownership makes sense for many Americans 
for many social and family reasons. It also makes sense financially.
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Our 60-second Market Videos, produced from the latest MLS 
data, delivers clear and accurate real estate activity and price 
trends. Click here to get a true market snapshot of your area. 

http://www.bhhsnw.com/housing-report-video.aspx
http://www.bhhsnw.com/housing-report-video.aspx
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A HOMEOWNER’S NET WORTH IS 
36x GREATER THAN A RENTER!

Over the last six years, homeownership has lost 
some of its allure as a financial investment. As 
homeowners suffered through the housing bust, 
more and more began to question whether 
owning a home was truly a good way to build 
wealth. The Federal Reserve conducts a Survey 

of Consumer Finances, every three years, and just released their 
latest edition this past week. Some of the findings revealed in 
their report:

• The average American family has a net worth of $81,200

• Of that net worth, 61.4% ($49,856) of it is in home equity

• A homeowner’s net worth is over 36 times greater than 
that of a renter

• The average homeowner has a net worth of $194,500 
while the average net worth of a renter is $5,400

Bottom Line

The Fed study found that homeownership is still a great way for a 
family to build wealth in America.
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YOU NEED A PROFESSIONAL 
WHEN BUYING A HOME

Many people wonder whether they should hire a real estate 
professional to assist them in buying their dream home or if they 
should first try to go it on their own. In today’s market: you need 
an experienced professional!

You Need an Expert Guide if Traveling a Dangerous Path

The field of real estate is loaded with land mines. You need a 

true expert to guide you through the dangerous pitfalls that 
currently exist. Finding a home that is priced appropriately and 
ready for you to move in to can be tricky. An agent listens to 
your wants and needs, and can sift out the homes that do not 
fit within the parameters of your “dream home”.

A great agent will also have relationships with mortgage 
professionals and other experts that you will need in securing 
your dream home.

You Need a Skilled Negotiator

In today’s market, hiring a talented negotiator could save you 
thousands, perhaps tens of thousands of dollars. Each step of 
the way—from the original offer, to the possible renegotiation 
of that offer after a home inspection, to the possible cancellation 
of the deal based on a troubled appraisal—you need someone 
who can keep the deal together until it closes.

Realize that when an agent is negotiating their commission 
with you, they are negotiating their own salary; the salary that 
keeps a roof over their family’s head; the salary that puts food 
on their family’s table. If they are quick to take less when 
negotiating for themselves and their families, what makes you 
think they will not act the same way when negotiating for you 
and your family? If they were Clark Kent when negotiating with 
you, they will not turn into Superman when negotiating with 
the buyer or seller in your deal.

Bottom Line

Famous sayings become famous because they are true. You get 
what you pay for. Just like a good accountant or a good attorney, 
a good agent will save you money…not cost you money.

FUTURE HOMEOWNERS SHARE 
AMERICAN DREAM

Two recently released 
reports indicate that 
both young adults 
(Millennials) and teen-
agers (Generation Z) 
still see homeownership 
as an important piece of their future success. A report by The 
Demand Institute, Millennials and Their Homes: Still Seeking 
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the American Dream, revealed that the Millennial Generation 
is optimistic about their financial future and still believe in 
homeownership. The findings were based on a survey of millennial 
households (ages 18 to 29). The report predicted that:

• 8.3 million new Millennial (Gen Y) households will form 
in the next five years

• $1.6 trillion will be spent on home purchases by GenY 
Millennials and $600 billion on rent over the next five years

What about the next generation (today’s teenagers)?

A recent survey by Better Homes and Gardens® revealed that 
Generation Z (teens ages 13-17) is very traditional in their views 
toward homeownership and is willing to sacrifice to attain the 
American Dream. 

Findings from the survey show:

• 82% of Gen Z teens indicate that homeownership is the 
most important factor in achieving the American Dream.

• 89% said owning a home is part of their interpretation 
of the American Dream

• 97% believe they will own a home

• 77% percent chose owning a home over owning a business

Bottom Line

It seems that the belief that homeownership as a huge part of 
the American Dream still beats in the hearts of the young people 
of this country.

BUYING A HOME IS 38% LESS 
EXPENSIVE THAN RENTING!

In Trulia’s 2014 Rent vs. Buy Report, it was explained that 
homeownership remains cheaper than renting throughout the 
100 largest metro areas in the United States; ranging from an 
average of 5% in Honolulu, all the way to 66% in Detroit, and 
38% Nationwide! 

The other interesting findings in the report include:

Even though prices increased sharply in many markets over the 
past year, low mortgage rates have kept homeownership from 
becoming more expensive than renting.

Some markets might tip in favor of renting later this year as prices 
continue to rise faster than rents and if—as most economists 
expect—mortgage rates rise, due both to the strengthening 
economy and Fed tapering.

Nationally, rates would have to rise to 10.6% for renting to be 
cheaper than buying—and rates haven’t been that high since 1989.

Bottom Line

Buying a home makes sense. Rental costs have historically increased 
at a higher rate of inflation. Lock in a mortgage payment now 
before home prices and mortgage rates rise as experts expect 
they will.

74% expect to move within the next five years

79% expect their financial situation to 
improve

75% believe homeownership is an important 
long-term goal

73% believe homeownership is an excellent investment

24% already own their home

60% plan to buy a home in the future

44% do think it would be difficult to qualify for 
a mortgage

 Millenials optimistic about their 
  finances and homewonership.          
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Like Ron Peltier, CEO of HomeServices of America, I am confident 
the housing market is gaining momentum and I look forward to 
seeing the industry get stronger in the months and years ahead.

Good to know.™
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Bert Waugh, Jr., Chairman
Founder, Transitional Youth

FINDING THE RIGHT AGENT IS CRUCIAL

The information delivered by your neighborhood real estate agent 
in the past is now available on the internet. You no longer need 
agents for information regarding which homes are for sale or what 
houses in your neighborhood sell for. You can easily find that 
information online. This information itself is no longer what you 
need from your real estate professional. However, you still need 
someone to deliver a thoughtful analysis of this information.

“There’s a large gap between information and 
actionable knowledge.”

In other words, information by itself is essentially useless. What’s 
truly important is being able to understand, analyze, and use the 
information for the best outcome. And that’s what a real estate 
professional’s job has become! What you really want is someone 
who can…

• Analyze all the available information

• Connect the dots and let you know if now is a good time to buy 
or the right time to sell

• Take the time to explain your options—simply and effectively

You now need a real estate agent who truly understands the market 
and can help you feel confident that you are making the right 
decisions for you and your family.

Ron Peltier, HomeServices of America CEO, says the housing 
market is “normalizing” but the mortgage process is not rational. 
We have to bring common sense back into the marketplace, says 
Peltier. Click here to watch the video.

Dec. 12, 2014, 7:30PM
Proceeds benefit Transitional Youth

General Admission: $29.95 
Reserve Seats: $48.50 

Dinner + Reserve Seats: $100

Click below to order tickets:
http://michaelallenharrison.com/new-listings.html

An Evening of Holiday Joy! 

Michael Allen Harrison at the Old Church

http://www.transitionalyouth.org/about-us/founders-message/
http://video.cnbc.com/gallery/?video=3000322014
http://video.cnbc.com/gallery/?video=3000322014
http://michaelallenharrison.com/new-listings.html

