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The Rent vs. Buy Real Estate Decision
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The classic advice has always been to purchase 
your home if  you can afford it, but in emergency 
medicine the decision is much more complex. 
You can’t simply compare your rent to a mortgage 
payment. You have to consider tax breaks, fees 
associated with purchasing real estate, and how 
long you expect to stay at your current position. 
Here’s a breakdown as I see it.

Benefits of Home Ownership
• Interest payments and property taxes are deductible.
• When you sell, gains on home value are exempt from federal income 

tax, up to $250,000 if  single and $500,000 if  married.
• Making regular mortgage payments forces you to save.
• You can get some significant asset protection, as many states 

protect home equity from lawsuits.
• As you make mortgage payments and accumulate home equity, it 

adds diversity to your investment portfolio. Real estate is a great 
hedge against inflation and correlates only moderately with other 
investments, like stocks and bonds.

• Mortgage rates are at rock bottom right now, making it easier to 
purchase a home.

Downsides of Home Ownership
• Most home purchases have a three to five year break-even period, 

which just happens to coincide with the length of  most residencies, 
making the purchase of  a home during residency a toss-up.

• Real estate appreciation barely keeps up with inflation over the long 
haul. Economist Robert Shiller was awarded the Nobel Prize for 
proving this.

• Sudden moves or changes in employment can force you to either sell 
your house or become a landlord. Emergency physicians frequently 
leave the first position they take after residency.

• The classic teaching is that purchasing a home is a great investment 
because you don’t have to pay rent, but buying a home that is too 
expensive will harm you financially because of  all the associated 
costs, such as utilities, insurance, maintenance, and the costs of  
buying and selling. Expect to pay 5% of  the value of  the house when 
buying it, 1-2% of  the value each year to maintain it, and 10% of  the 
value when selling it.

Benefits of Renting
• You avoid the fees and ongoing expenses associated with buying, 

maintaining, and selling a home.
• If  you decide unexpectedly to change jobs, rental contracts are often 

annual and are easier and cheaper to terminate than selling a home.
• In high-cost areas like Hawaii, Southern California, and New York 

City it is often much more affordable to rent than to buy.

Downside of Renting
• You don’t get the benefits of  home ownership listed above.

Rent vs. Buy Calculators
You don’t have to make this decision on your own. Here are two online 
calculators to help you make your decision:
• Trulia Rent vs. Buy Calculator
• New York Times Rent vs. Buy Calculator

The reality is that this is a very personal choice, and there really isn’t a 
right or wrong answer. What you should do will be based purely on your 
own values and likely career path. My personal goal is to make sure I 
have my primary residence paid off and am mortgage-free at retirement.

If  you have ideas for future columns or have other resources you’d like to 
share, email me at jschofer@gmail.com.

The views expressed in this article are those of  the author and do not 
necessarily reflect the official policy or position of  the Department of  the 
Navy, Department of  Defense or the United States Government.  ■
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http://www.trulia.com/rent_vs_buy/
http://www.nytimes.com/interactive/business/buy-rent-calculator.php

