Let’s talk
renting vs owning
The advantages of renting your
home in retirement versus home
ownership can be compelling.

Over the last 40 years the S&P/TSX (Cdn) Composite Total
Return Index has averaged 9% annual returns. In 2016,
Canadian stock markets delivered a 17% return, and in
some years markets delivered a negative return, so this is
an average, over time.

But often, people are hesitant to consider renting versus
owning. They may say,

Over the last 40 years the S&P 500 (US) Index has averaged
12% annual returns.

“My house is paid for – it costs me nothing to live here.”

In contrast, the financial return from home ownership in
Canada over the last 30 years was 5.5%.

“My retirement income isn’t high enough to pay for rent.”
“I don’t want to draw down my savings by paying rent.”
Or, “I want to leave the money in my house to my kids.”
Well, often, these kinds of concerns are based on incorrect
assumptions, and a closer look shows that we do, in fact,
have attractive options. Why is that?
Well, first, consider some key financial factors.
At a certain stage of life, owning your own home and
paying down a mortgage was a form of “enforced” savings.
And, of course, you and your family needed a place to
live! For many Canadians, our home equity represents the
majority of our savings. But in retirement, it can make more
sense to rent, liberate the equity in your house, invest and
use those savings differently.

How much is that difference? Based on compounding your

gains, it means that if you live in your house for the next
twenty years, and the rates of return are the same as the
last 30 years, a house worth $500,000 today will be worth
$1.5 million, or a $1 million gain.

you sold your house and eliminated these costs, and also
invested the proceeds from the sale, you’d potentially
have more than $70,000 per year, which could be applied
against rent, or added to your retirement income.

If you sold your home instead, and you invested that capital
in the Canadian stock market, and left it there, your initial
$500,000 will be worth $2.8 million in 20 years, or a gain of
$2.3 million. Your simple annual average returns would be
roughly $45,000. Assuming you draw a monthly income
from retirement savings and investments. Bottom line –
staying in our homes costs us a great deal in foregone
investment income.

Of course, people have other, more personal concerns
about selling their homes. Those may include,

In comparing renting to owning, most of us also
underestimate the all-in cost of home ownership. We don’t
realistically factor in property taxes, insurance, utilities, and
maintenance. Even if your house is paid for, those costs of
home ownership are significant.

“Rental accommodation isn’t as nice.”

For example, we discount the cost of maintenance. Many
studies estimate an average cost of 2-3% of the value of our
homes annually for maintenance; more detailed estimates
for maintenance of a typical 2000 sq. ft. Canadian home
are $4500 to $10,000 per year. Of course, in real life these
expenses don’t get averaged out this way – more often,
they come as unwelcome “surprises”, like the roof that
needs replacing, or the old furnace that quits.
Property taxes vary, but in many cities in Ontario an owner
of a $500,000 home will pay between $5500 to $7000 per
year in property tax.
Utilities can include gas, hydro, water, waste removal,
furnace and water heater rentals, cable, internet and
security. Homeowners insurance also adds up. Total up
your bills for the last year, and you may be surprised: for the
average house these expenses are about $10,000 per year.
Taxes, insurance, utilities and maintenance are probably
costing you an average of nearly $30,000 each year. If

“If I rent, and the landlord sells, my lease might be terminated,
and I don’t want to move somewhere where I could be forced
to move again.”
“I want to be able to entertain my family and friends. How can I
do that if I move out of my house?”

“I want to be in a good area.”
“I like belonging to a good community.”
“I have hobbies and interests in my community, and I don’t
want to lose access to them”.
Schlegel Villages shares these values. We offer well
appointed independent living apartments where you can
entertain as you please, enjoy free parking, live in active
and beautiful neighbourhoods, and be part of vibrant
communities. And best of all, unlike living in your own
home, if your needs change over time, you can remain in
your own apartment, while having access to additional
support as and if you may need it. Beyond the financial
logic, our independent living apartments make the option
of renting extremely attractive for many people.
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