Buy a house or rent one: A cash flow companson
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Renting vs. buying:

Semany g5

a cash flow anayisis.

Lifestyle plus economics
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area and was out of the way but not
in the hinterlands,” he sald.

Investment potenttal wasn't really
a big factor in the declsion to buy,
Gansler sald,

“Everything came ahead of thnl -
he said. *I love to {ish. I can walk to
he end ol my property and Just start
{ishing."

G' n:Ier iso’t totally unaware of
wvestment potential,

“Everyone that has come over
here, that's the flrst thing out of
their mouth, ‘This was a smart in-
vestmenl, Lake property can't do
anything except go up’,” he sald.

“I think that's great If that really
kappens. I'm enjoylng it too much to
think about that side of It now,” Gan-
sler sald.

TIE GILBERTS declded to buy
inlo a new subdivislon In Redford

Homearama closes

By Doug Funke
staff writer

At least four of the 10 models at
thls year's Homearama in Oakland
Township sold during the month-long
run of the show, organizers sald.

But that Isn't the main reason the
Builders of n

2a for the seventh-consecutlye year.

“We put on Homearama, of
course, to show new housing, but to
dv:munslrate the quality of builders
[n general," said Homearama chalr-
man Dennls P, Dickstein, chalrman
and chlel executive officer at Ralph
Manuel Realtors.
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Call..

Huilt by: Singt/Shapiro

A\

N. off 13 Mile » One block W, of Halsted

661-9210

1591-2312]
Eccentric|
644-1101

New Model

o 4 Bedrooms

» 2! Baths

o 2,741 Sq. Ft.
Colonial

 102' x 213’ Lot

3 (Yes, 3) Car Attached Garnge, Side Entrance
Immense Master Bedroom Suite, 26- 8* x 21. 10°
Huge Great Room, 23’ x 21-6°

— $2385,000 —

Highly Wooded Lot with TREES, TREES, TREES!!!
Model at 7475 Finnegan -- 932-0830

nearly four decades ago basically
because it was ctose to Walter's job
In Detrolt.

They had a place on Wolverine
Lake, but roads weren't then llke
they are naw.

Houses In that subdlvision now sel!
inthe mid to uppesr $40,000 range.

Incomo $46,000 {1 __Income $46,000
Averago monthly rent $669. 1 Average monthly payment §724 i oun Funke
Avallable to invest in
lieu of down payment $15,000 Homeowner deductions $10,470 Do hamv:-‘owgz? actl)unlly m?“ out
tantially better than renters on
Difference saved by rentin + a cash.flow basis given deductions
y renting $720 Taxable income $27,730 for ownership on federal income tax
. returns?
$15,720 Federal tax $4,159 {41 's examine a strictly hypolheu
cal case,
_Interest earned $1,368 10s hypothietical — and flawed —
in the sense that only deductions for
Tolal taxahle Income $34,568 morigage nterest, real cstate prop-
. erly taxes and stale incomie taxes
Federal tax - rental $5,814 will be considered in this exercise,
Less investment Interect - $1368 Keep in mind, too, that cvery situ-
atlon Is different and exact comparl-
" sons can’t be made.
Effective rental tax q $4,446 Family A buys a $75,000 house —
the average market value of houses
sold by Century 21 in metropalitan

Detroit in March.

Assume a 30-year mortgage at 20/
2 percent — a ballpark average for
the metro arca ‘through the first
cight months of this year projected
by Steve Conaway, presldent of Rai
dential Morlgnge Ce

valuatlon {half of market value) —
an average for Rochester, Birming-
ham, Farmington Hills, Garden Cily
and Canton.

Assume that the house is properly
assessed.

GIVEN THOSE conditlons, and as-
suming no deductions other than
mortgage interest, property taxes
and state income taxes, ibe home-
owner would have a federal tax lia-
bility for the year of about §4,159 us-
ing 1988 married-joint {utes

Fumily B rems o two-ladroom
apartment for $664 per anonth - an
average for the Citatien Club
Farmington Hills, Hampton Coutt in
Westland, Carriage Cove in Canton
and Whethersficld in Birmingham.

The renter with fuur exemptiuns
uand the 35,000 standard deduction
would face a federal 1ax liability of
about §5,436.

So it does pay more to own thun
rent?
Not so fast.
The

Northville.

Assume a jolnt mx {iding with four
cxemptions and an income of
$46,000 — the average per household
indicated on Michigan tax returns
last year, according to the state
treasury department.

Assume a property tax rate of
$59.45 per $1,000 of state equalized

paid $8,688 in
principal, interest and tazes to Sive
In the house for & year.
The renter paid $7,968 to lcase,
‘That means the renter had $720
more in disposable income fur the
year than the homeowner,

BUT THAT'S not all. Remember,
the homeowner had to put down 20

T —g.(,.,v ‘

percent or $15,000 o get a mnrt-.:
gage. The renter, presumably, can ;
Invest the $15,008 as he or she,,
pleases In other ways,

Financial Dally Income mumy
market fund has averaged about 8.7y
percent  (hrough the first elght
monaths of this year,

The renter would garner about, N
$1,368 In interest income over a year .
assuming that rate and a simple ln-; .
terest caleulation. "

That additional inlerest would >
hnost the renter's federal inconse tax
by sornce $378 10 $5.814.

Now lel’s look at the bottom line. -

The homeowner's federal tax lin-

- bility is about $4,159. The renter's~

federal tax Habtlity is about $5,814...
That difference is $1,655. But the
had an addiuonal $1,368 in+
digp ~able income through Interest. »

The Iinal result ~ the homeowner .
has @ bolur cash flow by $287 [or
the ye

Tentor

llm- difference in this,

hypot 15 Jess than 1 pu»

cent of ad)u l; rOSs income.
Granted. ¢ i apprectation can

ake o g ¢ uver time In,

favor of the b wier’s balance’)
sheet. And every case is different. |

But maybe prch rence in lifestyle [
should count jusl as mnuch as eco-’
nomics in the decisivn o rent or buy,
in the short haul.
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homes sold during the month-long showcase of homes.

OF COPDER CRLEK
"on the golf ‘course™

*“The Hills of
Copper Creek is a
unique residential
development
whete every house
has the luxury of &
lush green golf
caurse at their
backyard and sure
rounded by a- nav
tuze setting."”

Give-In-To
TEMPTATION

Youlidecl

youstep into this world of veulted ceilings, fireplsces, and

two-atory Great Rooma. Builtln microwsaves backon from

spacious Kiichens a9 hardwood decks call you out to the

Tolting beauty of Farmington Hills. 4 Strong ks the lure of
. n

N

your Instinct a3 well as youe pood senss,

Northeast cor- ] 2. and 3bod-
aur of 13 Mile I toom Town-
a0d Helstad el | home and
Roads, in Far 5 7] Ranch Condo-
airgteatite, | [E1E- | | miotams. &
il Priced Irom
12.8 dsity. $122.500.

6611400

Devoloprd tad Dell by The it Crmep, buc.
“n—nmummsmaw wmonnessn

THE HILLS with the Luxury of Condo Living
FROM ...5242,900

MODEL HOURS:

Open Daily 1-6 {Closed Thurs.)
Model Phone:
553-5962

Located North off 12 Mile
One block West of Halstead.

N\

MEADOWRIDGE CONDOMINIUMS )
HOMES IN THE HEART OF FARMINGTON HILLS

« Best Value

« Fully Decorated Models

« Ranch or Townhouse

+ Full Basement/Walkouts

» Central Alr Conditioning
+ Insulated Wood Windows

Daily and Sunday 1-8 P.M.,
Clooced Thursday

rom $139.000

. 2 Full Baths

« 2 or 3 Bedrooms

+ 1st Floor Laundry

» Fireplace

» 2 Car Attached Garage
+ Private Entrance
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o Weal

The Luxury
You've Grown
to Appreciate.

1t's come 10 3 6u in small steps and big jumps: by
this time. you and luxury enjoy a familiaz,
comfortable fit,

As the sunlight streams through floor-to-ceiling N
windows, vaulted ceilings and two-story Great
Rooms impart a stalcly openness to your home.

* Touches like Roman-style sunka tubs add an
indulgent sparkte. while 141 acres of rolling woods
and fakes provide the tastelut clegance thal has
come to suit you 5o well.

Visit The Lagoans. At once. )'6u'|l know 3§u'vc

Luxury Detached Ay,
Condominium Homes.
Located just off
Pontiac Thail. ane mile
cast of Haggerty in
West Bl 1d.
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Model Hours:
126 Daily. b
Friced from $183,500. 363-6800 : ’




