
BUY VS. RENT: WHAT REALLY 
CREATES FAMILY WEALTH?
Courtesy of KCM Blog

There has been recent press regarding whether or not it makes better 
financial sense to rent rather than buy in today’s housing market. As an 
example, the recently released June summary of the BH&J Buy vs. Rent 
Index reported:

As of the end of the first quarter of 2015, the housing market in the U.S. and all 
cities in the index are trending either closer to renting being the superior option 
or strictly favoring renting over purchasing a home.

The summary goes on to explain that:

The index conducts a “horse race” comparison between an individual that is 
buying a home and an individual that rents a similar quality home and 
reinvests all monies otherwise invested in homeownership.”

Though the math may be correct, we are not as sure of the 
conclusion. Even if you check the methodology offered by the 

THE CHAIRMAN’S REPORT
Real Estate Update from Bert Waugh, Jr.  
Chairman of Berkshire Hathaway HomeServices Northwest Real Estate 

Second Quarter 
2015 Update

1

Portland Metro Quarterly Market Highlights from RMLS SW Washington Quarterly Market Highlights from RMLS

Portland Metro 
Highlights

SW Washington 
Highlights

New 
Listings

New 
Listings

Pending 
Sales

Pending 
Sales

Closed 
Sales

Closed 
Sales

Average  
Sale Price

Average  
Sale Price

Median 
Sale Price

Median 
Sale Price

Total  
Market 

Time

Total  
Market 

Time

2nd Quarter 2015

1st Quarter 2015

Year-to-date 2015

2nd Quarter 2014

1st Quarter 2014

Year-to-date 2014

2nd Quarter Change

1st Quarter Change

Prev. Quart. Change ‘15

Year-to-date Change

12,390

9,242

21,632

11,899

8,027

19,926

4.1%

13.1%

34.0%

8.5%

8,978

5,582

14,560

7,243

4,720

11,963

23.9%

18.2%

60.0%

21.7%

$358,700 

$331,533 

$345,116 

$334,233

$323,600 

$328,916 

7.3%

2.4%

8.1%

4.9%

$311,433 

$285,000

$298,216 

$286,666 

$273,833 

$280,249 

8.6%

4.0%

9.2%

6.4%

53

79

66

67

93

80

-20.8%

-15.0%

-32.9%

-17.5%

10,764

8,212

18,976

8,779

6,409

15,188

22.6%

28.1%

31.0%

24.9%

2nd Quarter 2015

1st Quarter 2015

Year-to-date 2015

2nd Quarter 2014

1st Quarter 2014

Year-to-date 2014

2nd Quarter Change

1st Quarter Change

Prev. Quart. Change ‘15

Year-to-date Change

3,170

2,453

5,623

3,094

2,116

5,210

2.4%

15.9%

29.2%

7.9%

2,668

2,178

4,846

2,164

1,686

3,850

23.2%

29.1%

22.4%

25.8%

2,192

1,461

3,653

1,759

1,159

2,918

24.6%

26.0%

50.0%

25.1%

$295,466 

$274,966 

$285,216 

$267,100

$256,800 

$261,950 

10.6%

7.0%

7.4%

8.8%

$266,100 

$246,433 

$256,266 

$238,400 

$230,100 

$234,250 

11.6%

7.0%

7.9%

9.3%

72

103

87

95

115

105

-24.2%

-10.4%

-30.0%

-17.1%

BH&J report itself, you will find that they realize:

Any extra savings from renting might be spent on non-wealth enhancing 
goods resulting in any benefits from renting versus owning disappearing in 
a cloud of consumption spending rather than savings.”

The Concept of ‘Forced Savings’ and Wealth Accumulation

Many believe the wealth accumulation of homeowners is tied into the 
concept of “forced savings.”  Late last year, The New York Times 
published an editorial entitled, “Homeownership and Wealth 
Creation, which discussed this concept. The article explained:

Homeownership requires potential buyers to save for a down payment, and 
forces them to continue to save by paying down a portion of the mortgage 
principal each month. Even in instances where renters have excess 
cash, saving a substantial amount is difficult without a near-term 
goal, like a down payment. It is also difficult to systematically invest each 
month in stocks, bonds or other assets without being compelled to do so.

Many of the points that were made in the article are on track with 
the research done by the Joint Center for Housing Studies at Harvard 
University which agrees that “forced savings” is a major advantage of 
homeownership. In a paper, The Dream Lives On: the Future of 
Homeownership in America, they concluded:

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.

The Truth is in the Historical Data

Edwards Deming once said, “Without data, you’re just another 
person with an opinion.” Let’s look at the data on this subject. The 
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and new home sales also coming alive.” Yun went on to caution 
that, “Housing affordability remains a pressing issue with home 
price growth increasing around four times the pace of wages. 
Without meaningful gains in new and existing supply, there’s no 
question the goalpost will move further away for many renters 
wanting to become homeowners.”

What Does This Mean To Buyers?

There is a lot of competition out there right now for your dream 
home. Prices are going to continue to climb, act now before you 
are priced out of your future home.

What Does This Mean to Sellers?

If you are on the fence about listing your home for sale right now 
and debating whether now is the time to move on with your plans 
of relocating, now is the time! There are more buyers that are 
ready, willing and able to buy their first, second, third, vacation, or 
investment property now than there have been in years! The supply 
of homes for sale is not keeping up with the demand of these buyers. 
Listing your home for sale now will give you the most exposure to 
buyers and the best sales price.

Bottom Line

Whether you are planning on buying or selling a house this year, 
waiting to act no longer makes sense.

WHAT IF I WAIT 
UNTIL NEXT YEAR 
TO BUY?
First-time homebuyers are flock-
ing to the housing market in 

greater numbers than any time in the last few years. Renters who 
are ready and willing to buy are now realizing that they are also 
able to as well. Many first-time buyers are Millennials (born be-
tween 1981–1997). If you are one of the many in this generation 
who sees your friends and family diving head first into the real 
estate market, and wonder if now is the time for you to do the 
same, keep reading! The cost of waiting to buy is defined as the 
additional funds it would take to buy a home if prices and inter-
est rates were to increase over a period of time. Let’s look at an 
example of what the experts are predicting for the upcoming 
year, and what that really would mean for you. Let’s say you’re 
30 and your dream house costs $250,000 today. Right now mort-
gage interest rates are at or about 4%. 

Your monthly mortgage payment (principal & interest 
only) would be $1,193.54.

Federal Reserve has conducted a study titled: Survey of Consumer 
Finances. The study found that the average net worth of a homeowner 
($194,500) is 36 times greater than that of a renter ($5,400).

Bottom Line
The New York Times editorial 
articulated it best:

Homeownership long has been 
central to Americans’ ability to 
amass wealth; even with the 
substantial decline in wealth 
after the housing bust, the net 

worth of homeowners over time has significantly outpaced that of renters, 
who tend as a group to accumulate little if any wealth…As a means to 

building wealth, there is no practical substitute for homeownership.

If you are a renter who is considering making a purchase, sit with a local 
real estate professional who can explain the benefits of signing a 
contract to purchase over renewing your lease! 

PENDING HOME SALES HIT HIGHEST 
MARK IN 9 YEARS! 
The National Association of Realtors (NAR) recently released their 
Pending Home Sales Index Report and revealed that it is at its 
highest level since April 2006. The Pending Home Sales Index is a 
forward-looking indicator based on contract signings. The higher 
the Pending Home Sales Index number, the more contracts have 
been signed by buyers that will soon translate to sales. Every region 
of the country has experienced year-over-year gains in pending 
sales as seen below. 

Year-Over-Year Pending Home Sales by Region

NAR’s Chief Economist, Lawrence Yun, cites job creation as a major 
reason that the housing market has boomed this spring, going on 
to say, “It’s very encouraging to now see a broad-based recovery 
with all four major regions showing solid gains from a year ago, 
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But you’re busy, you like your apartment, and moving is such 
a hassle. You decide to wait until next year to buy. CoreLogic 
predicts that home prices will appreciate by 5.1% in the next 
12 months; this means that same house you loved now costs, 
$262,750. Freddie Mac predicts that over this same period of 
time, interest rates will be a full point higher at 5.0%. Your new 
payment per month is now $1,410.50.

The difference in payment is $216.96 PER MONTH!

That’s basically like taking $8 and tossing it out the window 
EVERY DAY! Or you could look at it this way:

• That’s your morning coffee everyday on the way to work 
(average $2) with $10 left for lunch!
• There goes Friday Sushi Night! ($50 x 4)
• How about a few deep tissue massages with tip!
• You could get a brand new car for $217 a month.

Let’s look at that number annually! Over the course of your 
new mortgage at 5.0%, your annual additional cost would 
be $2,603.52! Had your eye on a vacation in the Caribbean? 
How about a 2-week trip through Europe? Or maybe your 
new house could really use a deck for entertaining. We 
could come up with 100’s of ways to spend $2,603, and 
we’re sure you could too! Over the course of your 30 year 
loan, now at age 61, hopefully you are ready to retire soon, 
you would have spent an additional $78,105.60, all because 
when you were 30 you thought moving in 2015 was such 
a hassle or loved your apartment too much to leave yet. Or 
maybe there wasn’t an agent out there who educated you 
on the true cost of waiting a year. Maybe they thought you 
wouldn’t be ready. But if they showed you that you could 
save $78,000 you’d at least listen to what they had to say. 
We’d like to think that 30 years from now when you are 60, 
looking back, you would say to buy now…

FOUR REASONS TO BUY NOW!
Summer is here! The temperature isn’t the only thing heating up 
right now, so too is the housing market! Here are four great reasons 
to consider buying a home today instead of waiting.

1) Prices Will Continue to Rise

The Home Price Expectation Survey polls a distinguished panel 
of over 100 economists, investment strategists, and housing 
market analysts. Their most recent report projects appreciation 
in home values over the next five years to be between 11.8% 
(most pessimistic) and 26.7% (most optimistic). The bottom in 
home prices has come and gone. Home values will continue to 
appreciate for years. Waiting no longer makes sense.

2) Mortgage Interest Rates Are Projected to Increase 

Freddie Mac’s Primary Mortgage Market Survey shows that 
interest rates for a 30-year mortgage have started to inch up, 
most experts predict that they will begin to rise even more over 
the next 12 months. The Mortgage Bankers Association, Fannie 

HOME SALES ARE BRISK
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Mae, Freddie Mac & the National Association of Realtors are in 
unison projecting that rates will be up approximately three 
quarters of a percentage point over the next 12 months. An 
increase in rates will impact YOUR monthly mortgage payment. 
Your housing expense will be more a year from now if a mortgage is 
necessary to purchase your next home.

3) Either Way You are Paying a Mortgage

As a recent paper from the Joint Center for Housing Studies at 
Harvard University explains:

Households must consume housing whether they own or rent. Not 
even accounting for more favorable tax treatment of owning, 
homeowners pay debt service to pay down their own principal while 
households that rent pay down the principal of a landlord plus a rate 
of return. That’s yet another reason owning often does—as Americans 

intuit—end up making more financial sense than renting.

4) It’s Time to Move On with Your Life

The cost of a home is determined by two major components: 
the price of the home and the current mortgage rate. It appears 
that both are on the rise. But, what if they weren’t? Would you 
wait? Look at the reason you are buying and decide whether it is 
worth waiting. Whether you want to have a great place for your 
children to grow up, you want your family to be safer or you just 
want to have control over renovations, maybe it is time to buy.

Bottom Line

If the right thing for you and your family is to purchase a 
home this year, buying sooner rather than later could lead to 
substantial savings.

FIRST-TIME HOMEBUYERS LEAD 
THE WAY
The National Association of Realtors’ (NAR) latest Existing Home 
Sales Report revealed that first time homebuyers made up 32% 
of all sales in the month of May; marking the highest share since 
September 2012 and up from 27% the same time last year. NAR’s 
Chief Economist, Lawrence Yun, cited “strong job gains among 

young adults, less expensive mortgage insurance and lenders 
offering low down payment programs,” as contributing factors 
to the increase in first-time buyers. Existing home sales rose 
5.1% to a seasonally adjusted rate of 5.35 million. Total housing 
inventory for sale remains under the 6.0 months needed for a 
historically normal market at a 5.1 month supply. Homes sold 
quickly in May, as 45% of homes sold in less than a month. May 
also marked the 39th consecutive month of year-over-year price 
gains as the median existing home price rose 7.9% above May 
2014 to $228,700. Below is a chart showing the breakdown of 
price increases by region: 

Existing Home Prices by Region

Solid sales gains were seen throughout the country in May as more 
homeowners listed their home for sale and therefore provided greater 
choices for buyers. However, overall supply still remains tight, homes are 
selling fast and price growth in many markets continues to teeter at or near 
double digit appreciation. Without solid gains in new home construction, 

prices will likely stay elevated, even with higher mortgage rates above 4%.

Bottom Line

More first-time buyers are expected to enter the market in 
coming months, but the overall share climbing higher will 
depend on how fast rates and prices rise. If you are a homeowner 
considering a move, meet with a local real estate agent who 
can show you the opportunities available right now! Don’t miss 
out on the influx of new buyers entering the market every day.
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Berkshire Hathaway HomeServices Northwest Real Estate has 
teamed up with A Perfect Clean LLC to offer Oregon and Washington 
homeowners superior window washing, gutter, roof and air duct 
cleaning services. Locally owned and operated for more than 15 
years, A Perfect Clean offers professional, high quality work, 
satisfaction guaranteed.

Window Washing: 
$200 for 20 windows

Additional windows are $12/window
(Inside, outside, track & screen) 

Pressure Washing:
$169 for 500 ft.2

(includes patios, walkways & garages)

Other Services:
• Roof Cleaning  •  Soft Wash Roof Treatment  

•  Gutter Cleaning   • Air Duct & Dryer Vent Cleaning  
•  Holiday Lighting

Mention this offer when making an appointment.
Call Don at (360) 600-6974 or email
Don@APerfectCleanServices.com 

www.APerfectCleanServices.com

Service Areas: Canby*, Clackamas, Gresham, Hillsboro, Lake Oswego, Portland, 
Sandy*, McMinnville*, Newberg*, Yamhill*, Scappoose*, Battle Ground, and 
Vancouver, WA area  *Travel fee may apply, expires: 9/30/2015 

For all your homeownership needs, 
call HomeServices at 877-849-8898. 

I’m pleased to present 
this valuable offer!

Good to know.®

Toll free 800-547-1982  |  9600 SW Barnes Road, #100
Portland, Oregon 97225  |  www.bhhsnw.com

Bert Waugh, Jr., Chairman
Founder, Transitional Youth

The Hotel Eastlund  |  Transitional Youth 
Charity Golf Tournament

Monday, September 14, 2015
Shotgun Start  •  9:00 AM 

Scramble Format

$120 registration fee includes:
Boxed lunch  •  Green fees  •  Practice balls  

•  BBQ Dinner  •  Prizes

Register a foursome for only $400!
Visit www.PlayGlendoveer.com for directions 

and course information.

Glendoveer Golf Course • 14015 NE Glisan Street 

Portland, OR 97230

To register, please email Sandy Gillison 
at marketing@bhhsnw.com

Help at-risk and homeless youth by 
joining us for a great day of golf!

http://www.APerfectCleanServices.com
http://www.transitionalyouth.org/about-us/founders-message/
http://pnwrealestateblog.com/this-week-in-real-estate-july-27-2015/
http://www.PlayGlendoveer.com

