
Module 6 - Renting vs. Owning 

Question 1: 

A typical housing lease may require a tenant to: 

A. Repair certain types of damage to the property 

B. Purchase renter’s insurance for the property 

C. Avoid participating in illegal activity on the property 

D. Both A & B 

E. All of the above 

 

Renting vs. Owning 

It feels good to own something. Whether it's a phone, a car, or a prized collection of sneakers, 

you have total control. To these objects, you are the supreme ruler: keep, sell, lend, destroy... 

their fate is in your hands. 

It also feels good to rent something. Whether it's a movie, a book, or even an apartment, you've 

got less responsibility: just pay a fee to the owner and then take good care of the item for a 

certain amount of time. To these objects, you're a temporary caretaker. Rent a tux for the prom, 

return it when you're done, and then you don't have to worry about it ever going out of style. 

A lease is kind of like this. If you're renting an apartment or a house, a "lease" or "rental 

agreement" is a document you'll sign with the owner that gives you the right to live there in 

exchange for paying the rent and keeping the place in good condition. 

The lease includes the terms for the property you'd like to rent. "Terms" are the conditions that 

you and your property owner agree to - things like how much you're going to pay, how long 

you're going to stay there, if you can have pets or not, and any other requirements the owner 

might have. Once you start renting, you are called the "tenant" and the owner is called the 

"landlord." 

You'll also hear the term "lease" used at car dealerships. When you lease a car, you are agreeing 

to rent the car for a long period of time - usually for a few years. When that time is up, you return 

it to the dealer. 

You should also be aware of rent-to-own agreements and installment plans. These are a mix of 

renting and owning - but it can cost you serious money in the long run. Rent-to-own means just 

that: your rental payment goes towards owning the property later on - whether it's a cell phone, 

furniture, electronics, or something else. Installment plans work basically in the same way. Both 

these plans might seem like a cheaper option than buying an item upfront, but you'll pay a lot 

more in the long-run... sometimes twice as much as the item's original cost. 



Types of Assets 

Before deciding whether to rent or buy something, you'll first need to know the difference 

between appreciating assets and depreciating assets. Click the two buttons to learn more. 

Depreciating assets 

A depreciating asset is something you own that decreases in value over time. If you decide to sell 

that asset later on, you'll get less money for it than what you originally paid for the item. Cars are 

a great example of a depreciating asset. Cars typically lose a percentage of their value each year, 

but the amount of depreciation can vary depending on the type of car, the number of miles on the 

vehicle, and its condition. 

Appreciating assets 

An appreciating asset is something you own that increases in value over time. If you ever decide 

to sell an appreciating asset, you get more money for it than what you originally paid, whether 

it's an antique, a piece of art, a house, or some other valuable object. Property or houses are 

considered appreciating assets since they tend to increase in value over the long-term. However, 

even buying a house has some risks. There's no 100% guarantee that a house will appreciate over 

time. Property values can go up or down depending on the market. 

Move the slider to see how time can affect the value of an appreciating asset like a house. 

Appreciating Assets 

• Year 0 Congratulations! You just bought a home for $200,000. 

• Year 5 The market hasn't changed much in the five years you've lived here. 

• Year 10 After ten years, your home has lost a little value due to market conditions. 

• Year 15 Great news! The housing market has come back and your house is now worth 

$230,000. 

• Year 20 Even though the house price decreased in the first ten years, across the long-term 

its value increased, making it an appreciating asset. 

Depreciating Assets 

Now, see how time can affect the value of depreciating assets like a car by moving the slider 

across the years. 

• Year 0 You just drove off the lot with a new car for $24,000. 

• Year 1 Your car is only a year old, but it's already lost $9,000 of its original value. In 

general, your car loses the most value in this first year. 

• Year 2 In the second year, your car has lost another $2,000 in value. 

• Year 3 Another year has gone by, and the value of your car has dipped $3,000. 

• Year 4 At the four year mark, the car you originally paid $24,000 for is now only worth 

$9,000. 

Summary 

As you can see, there is some financial risk involved in owning assets as they may gain or lose 



value over time. Depending on your situation and needs, it might make sense to take that risk and 

buy the item you're considering, while in other situations it might make more sense for you to 

rent 

Question 1: 

Which of the following statements is correct? 

A. Cars typically lose the most value in the first year after purchase 

B. Houses will always appreciate in value over the long-term 

C. Both A & B 

D. Neither A nor B 

Renting Pros and Cons 

At some point in your life, you will likely make the decision to either rent a place to live or to 

buy one. Since home ownership is not always possible, especially if you're just starting out, it's 

good to know the pros and cons of renting before moving into your new pad. 

• Renting is more Flexible: It's easier to move out when you're renting since all you have 

to do is wait until your lease is over. 

• Renters can't move out early: In life, unexpected things can happen, and it's possible 

that you may have to move out before the end of your lease. If you ever have to "break 

your lease," you might have to pay a fee to your landlord. Renting a house tends to be 

cheaper in the short-term since you don't have to pay as much money up-front, but in the 

long-term, owning may actually help you save money and even make a profit! 

• Renting costs less upfront: Renting a place to live usually costs less up front. You might 

have to pay a security deposit, or even the first and last months' rent, but that's still a lot 

cheaper than a deposit for a home loan, which can be many thousands of dollars. 

• Renters must follows rules of lease: When renting, you have to abide by the landlord's 

rules. If you break the rules of your lease, you could get kicked out of the property and 

have to find a new place to live. 

Summary Renting a house tends to be cheaper in the short-term since you don't have to pay as 

much money up-front, but in the long-term, owning may actually help you save money and even 

make a profit! However, most people find it makes sense to rent a place to live until they have 

the right lifestyle and budget to buy - chances are you're going to start out renting. 

Explore a Lease Agreement 

If you do decide to rent, chances are good that you're going to have to sign a lease agreement, 

which is a document that lists all the terms for the property you'd like to move into. Terms are 

the conditions you and the property owner agree to. They can include things like how much 

you're going to pay each month, if you can have pets, throw a party, rent out a room and any 

other requirements the landlord might have. To learn more about typical leasing terms and 

conditions, click the different parts of this sample agreement. 



• Lease terms: The lease terms tell you the length of the lease, how much you'll pay for 

rent, when your rent is due, and what happens if you're late in making a payment. 

• Deposits & Fees: Leases list all the deposits and fees you're responsible for paying. For 

example, you may be responsible for paying a security deposit, which is an amount of 

money that the property owner holds onto during your lease that can later be used to pay 

for any damages you may cause. At the end of the lease, you'll get the security deposit 

back if you didn't cause any damage to the property and leave it clean and in good 

condition. 

• Lease Regulations: Your lease should list the rules you need to follow while living at the 

property. These can include a range of things, from whether or not you can paint the 

walls to what type of pets, if any, are allowed. 

• Repairs: A typical lease describes who is responsible for repairing damage to the 

property. 

• Utilities: Most leases will list which utilities are included in the rent. Utilities are things 

like gas, electric, and water. Some rentals include all utilities and others none at all. 

When deciding whether or not you can afford a place, make sure to take into account any 

utilities you'll have to pay each month. 

• Renters Insurance: Some leases require you to purchase renter's insurance before 

moving in. Renter's insurance protects you in case of theft, flood, fire, and other problems 

that may arise. 

Summary 

Though not all leasing agreements are the same, these are the most common terms you'll find 

when renting a place to live. 

Question 2: 

 A typical housing lease may require a tenant to: 

A. Repair certain types of damage to the property 

B. Purchase renter’s insurance for the property 

C. Avoid participating in illegal activity on the property 

D. Both A & B 

E. All of the above 

Owning Pros and Cons 

If you ever decide to buy a home, it's important to know all the advantages and disadvantages 

before signing on the dotted line. Take a look at three pros and three cons that come with owning 

your own home. 

• Pro: You Set the Rules (Mostly!) 

Home ownership means you can do pretty much what you want with your property. For 

example, you decide whether to allow pets inside or what color to paint your bedroom. 

• Pro: You Have Greater Control Over Your Payments 

With certain types of mortgages, you'll pay the same amount every month. Unlike 

renting, you don't run the risk of the landlord raising the rent every time your lease is up. 



However, there are mortgages with monthly payments that change over time, so be sure 

to read your agreement carefully. 

• Pro: Your Payments Go Toward Owning Your House 

A portion of your monthly mortgage payment goes toward owning your home. If you 

decide to sell your house later, you might be able to make a profit if its value has gone 

up. However, you can also lose money if its value goes down. 

• Con: You Can Lose Money on the House 

Depending on the market, a house can be an appreciating or depreciating asset, which 

means that the price of houses can increase or decrease over time. If the market is down 

when you decide to sell, you could lose money. 

• Con: You Have Less Flexibility When Moving 

When you rent, your responsibility to the property ends once your lease is up, which 

means you are free to move out. But if you buy a home and want to move, you'll either 

have to sell it or rent it. If you choose to rent your home, you'll have to find a tenant and 

become a landlord. 

• Con: You Are Responsible for Maintenance 

If you own a house and something goes wrong with the plumbing, electricity, roof, or 

something else, you're the one that has to pay for it to get fixed. These expenses can 

really add up, so it's important to consider this before you buy. 

Summary 

If you choose to buy a house, your monthly payments go toward buying that property. At the end 

of your mortgage, you actually own the house, which can help you build wealth. You'll also have 

the option to sell it in the future to earn some of your money back, and even make a profit if the 

market has gone up. 

Mortgages 

There's no way around it - houses are expensive. In some parts of the country, houses can start at 

over $500,000... and that's not always for a big mansion, either. Whether it's a hundred thousand 

or a few hundred thousand, a house is probably the most expensive thing you'll ever buy, and 

since most people don't have tens- or hundreds-of-thousands of dollars saved, they need to take 

out a loan to buy a home. This loan is called a "mortgage." 

And no matter how polite you are, or how neatly your shirt is tucked in, you can't just walk into a 

bank and ask for this much money and expect to get it right away. 

To get a mortgage, you first need to have a large amount saved up that you'll use to make a 

"down payment." A down payment is an amount you pay towards the property upfront. It's 

usually a percentage of the price of the house. When you apply for a mortgage, the bank also 

looks at your credit history and credit score â€“ which is a rating that helps determine how likely 

you are to pay back the loan. 

Based on your credit score, and other factors like your income and any debt you might have, the 

bank decides how much money they're willing to let you borrow and the interest rate on the loan. 



With most mortgages, you'll have 15 or 30 years to pay the money back, usually by making a 

monthly payment. 

But remember, just because this is a long period of time doesn't mean you're allowed to miss 

your payments and make up for it later. If you don't pay the mortgage, the bank has the right to 

take your house. Just like with any other debt, it's really important to pay your mortgage on time 

and only borrow what you can afford to repay on a monthly basis. 

While buying a house is probably several years in the future for you, renting a house or an 

apartment might be just around the corner. And even though renting is less expensive upfront 

than buying a home, it can still be costly, which is why you might consider living with your 

parents, family members, or friends. Living with a roommate or renting a room in a house can 

also help keep your costs down, since you are sharing the rent and other utility bills. Regardless 

of where you choose to live, be sure you can afford it and that you make a decision that makes 

the most sense for you. 

Housing Real-Life Decisions 

Question 1: Juanita is just starting out in her career and doesn't have a lot of money saved up. 

She's not making a high salary yet and she's having trouble finding a responsible roommate to 

help share the cost of a rental. She has family living in the area who have some extra space in 

their homes. 

What might be the best housing option for Juanita? 

A: Live with relatives 

B: Rent an apartment by herself 

C: Rent an apartment with a roommate 

D: Purchase a home 

Question 2: Kumar wants to move from his apartment in the suburbs to the city center, but it's 

more expensive. Kumar can afford about 70% of the monthly rent for the city apartment he likes. 

He really wants the apartment, but he doesn't want to dip into his savings to cover the extra cost. 

What do you suggest Kumar does? 

A: Live with relatives 

B: Rent an apartment by himself 

C: Rent an apartment with a roommate 

D: Purchase a home 

Question 3: Dan, who prefers to live alone, has been working for the last couple of years and has 

saved enough to cover one year of his living costs. He'd like to live in several different 

neighborhoods in his city over the next few years to figure out what area he likes the most. 

What's the best option for Dan? 

A: Live with relatives 

B: Rent an apartment by himself 



C: Rent an apartment with a roommate 

D: Purchase a home 

Question 4: Alicia would like to settle down in her current city. She has quite a bit saved and has 

been considering long-term investment opportunities. Alicia has a well-paying job and an 

excellent credit score. 

What might be the best option for Alicia? 

A: Live with relatives 

B: Rent an apartment by herself 

C: Rent an apartment with a roommate 

D: Purchase a home 

Summary 

When you're ready to move into your first place, remember these situations and the decisions 

you helped Juanita, Kumar, Dan, and Alicia make to help guide your own choice for where 

you're going to live. 

Mortgage Terms and Factors 

Unless you happen to have $100,000 or so stuck between the sofa cushions, chances are you'll 

need a mortgage to buy your dream house. As you know, a mortgage is a type of loan used to 

finance the purchase of real estate. What you might not know is that they come in many different 

varieties: fixed-rate, adjustable-rate, balloon payment, and even others. 

Some of these can cause your monthly payments to change over time, so be sure that you 

understand the terms of your loan before you sign on the dotted line. For now, the most 

important thing is that you understand the different parts of the mortgage and how they can affect 

the cost of your loan and your monthly payments. 

The biggest factor in how much your loan will cost is the price of the home itself. With a bigger 

and more expensive house - like one with a giant pool and amazing views - comes a bigger and 

more expensive loan. But even with an expensive home, or any home for that matter, there are 

things you can do to reduce your monthly payments. 

Making the biggest down payment you can afford reduces the total cost of the loan and the 

amount you'll have to pay each month. 

The length of the loan is also important. The longer the loan, the less you'll pay each month, 

though you will be tied down to your mortgage for a longer period of time. 

This brings us to the last factor: the interest rate. The higher your interest rate, the more you'll 

have to pay each month toward your mortgage. More of your payment will go toward your 

interest rather than toward the "principal," which is the original amount of the loan. You'll also 

accrue more interest over the life of your mortgage, making the total cost of your house much 

higher. 



Whatever property you decide to buy, make sure you can afford your monthly payment, and 

always make sure to pay it each month. If you fail to pay back your loan in a timely way, you 

may end up "defaulting" on your mortgage. When you default on your mortgage agreement, the 

bank can "foreclose" on the property; that means you'll lose your rights of ownership and the 

bank takes ownership of the house. 

But if you pay your mortgage on time, you'll achieve one of the biggest dreams that people have 

- home ownership. As a home owner, you'll have a place where you can express yourself, hang 

out with friends, and to call your very own. 

Question 3: 

Which of the following will affect the size of your monthly mortgage payment? 

A. The size of your down payment 

B. The length of your mortgage 

C. The purchase price of your house 

D. All of the above 

Transportation Choices 

Getting your driver's license and buying your first car is a major milestone, a rite of passage on 

wheels. A car means the freedom to come and go as you want, to have adventures with friends, 

to enjoy the thrill of the open road... or the not-so-open road if you're stuck in traffic. But this 

kind of freedom comes with a price. With cars, there are many costs to consider, starting with 

whether to lease or to buy. 

If you decide to lease, you are signing a long-term rental agreement for a car or other type of 

vehicle. With a lease, you pay "rent" each month to the dealership you leased it from. There are 

several additional costs attached to leases that you'll need to consider. Many leases have a 

mileage maximum that limits how much you can drive the car each year without being charged 

extra. 

There is also a wear and tear requirement that might make you think twice before taking a leased 

car on that off-road obstacle course. If the car gets too banged up, your bank account will get 

banged up with additional charges. Plus, just like with renting a house, there are early 

termination fees if you end the lease early. Finally, since you don't own the car, you can't make 

any of your money back by selling it later on. 

With all these restrictions, there are still reasons why some people choose to lease a car rather 

than buy. First, monthly lease payments tend to be cheaper than loan payments, and you don't 

need to pay a lot of money upfront. Second, you can "lease to own," which some people find 

desirable since they can pay less each month than they would for a regular auto loan and own the 

car at the end of the agreement. But if you're thinking about doing this, remember that leasing to 

own tends to be a more expensive option than buying the car outright. 



Maybe you've weighed the pros and cons of leasing and have decided to buy. If so, there are 

different things to consider. First, buying means that you'll have full ownership, so you can do 

pretty much whatever you want with your vehicle. You can drive it as far as you want and treat it 

however you like. 

Second, because it's an asset you own, you can sell your car and make back some of your money. 

But be aware that a car is a "depreciating" asset, which means you'll probably sell it for much 

less than the cost you actually paid for it. In fact, a new car loses value as soon as you drive it off 

the lot. 

And whether you lease or buy, there are a number of other expenses you'll have to pay. The most 

obvious is gasoline - your car is always going to need fuel and that can get expensive, especially 

if you drive your car every day. You also are legally required to own car insurance in most states, 

which, depending on your car insurance policy, can cost several hundred or even thousands of 

dollars per year. 

And finally, maintenance and repairs are going to cost you as well. At one time or another, oil 

needs to be changed, tires patched, brakes replaced, and a hundred other unexpected problems 

may need to be fixed, which can get expensive. So when you start looking to get a car, you might 

want to think twice about the expensive convertible and choose one that is both affordable and 

reliable. You might even decide not to buy one at all and take the bus or ride your bike instead. 

Transportation Real-Life Decisions 

Question 1:  

Jim has saved $16,000, and he's considering a $15,000 car. He expects to be driving quite a bit 

since he has a long commute to work. In addition, Jim wants to keep a large savings safety net in 

his bank account. 

What's the best option for Jim? 

A: Buy the car upfront 

B: Buy the car with an auto loan 

C: Lease the car 

D: Take public transportation 

Question 2:  

Shawna has $15,000 in the bank, and she's thinking about getting a $3,000 used car for her 

daughter, since there is no public transportation in their area. She doesn't want to be hassled by 

additional bills each month and would like to pass down the car to her younger son after her 

daughter moves away from home. 

What's the best option for Shawna? 

A: Buy the car upfront 

B: Buy the car with an auto loan 

C: Lease the car 

D: Take public transportation 



Question 3:  

Louis lives in a major city and has about $5,000 in the bank. He's looking into his transportation 

options and has been eyeing a $7,000 used car, which he would use mostly for commuting a mile 

to and from school. In addition, parking is hard to find in his neighborhood. 

What's the best option for Louis? 

A: Buy the car upfront 

B: Buy the car with an auto loan 

C: Lease the car 

D: Take public transportation 

Question 4:  

Carrie is in the market for a car, but she'll probably only need it for a couple of years. After that, 

she plans on moving into the city and using public transportation. She has a short commute to 

work so she wouldn't be putting too many miles on her vehicle. 

What's the best option for Carrie? 

A: Buy the car upfront 

B: Buy the car with an auto loan 

C: Lease the car 

D: Take public transportation 

Summary 

While there are many things to consider when deciding whether or not to buy or lease a car, 

taking a good look at your budget, needs, and situation will help guide you to the right choice. 

Can You Afford to Buy a Car? 

You've been dreaming about buying your own car for years, and the time has finally come. But 

before you rush out and buy the hottest car on four wheels, it's important to crunch the numbers 

to see what you can afford. To start, take a look at this average monthly salary, and the typical 

bills you'll have to pay, like rent, utilities, and groceries. 

As you can see, after all your expenses are paid, you'll have $650 a month left over to use 

towards your car. Think this is a king's ransom? Click "reveal my car" to see what you can 

afford. While this convertible looks pretty amazing, you'll need to take a few more things into 

account to see what you can really afford. 

Things like insurance, repairs, and gas really add up. You'll also need to pay for your car's 

registration and license plates, as well as make a down payment. 

So what kind of car can you actually afford? Click to see the true costs of buying a car. 

Once you take all the other expenses into account, it looks like you have a maximum budget of 

about $330 each month. However, there are other expenses you still need to consider, such as an 

annual registration fee. And since you can't afford to buy the car upfront, you'll need to take out a 

loan. To get a car loan, you'll first have to make a down payment, which is about 20% of the car's 

price. Click the next button to continue. 



Can You Afford to Buy A Car? 

With a monthly car budget of $330, it looks like you have three solid options to choose from. 

Click on each to learn more about their features and costs. 

And don't forget to consider your monthly loan payments. Typically, the length of car loans 

range from 36 to 48 months. Will the loan fit in your $330 monthly budget? 

• New standard sedan: This new standard sedan costs $28,650. With a down payment of 

$5,730, your loan amount will be $22,920. 

• Used standard sedan: This used standard sedan costs $15,230. With a down payment of 

$3,045, your loan amount will be $12,185. 

• New standard compact: This new standard compact costs $18,540. With a down payment 

of $3,710, your loan amount will be $14,830. 

Now that you've seen your three choices, pick the most affordable option based on your monthly 

budget of $330. Here's a hint: Think about how much your loan will cost each month. Typically, 

the length of car loans range from 36 to 48 months. 

A. New standard sedan 

B. Used standard sedan 

C. New standard compact sedan 

Now that you've selected the car you can afford, it's time to look at your loan financing options. 

Though you've put down a 20% down payment, you'll still need to get a loan of a little over 

$12,000 to cover the rest. With financing, you'll have two main options: a 3-year loan or a 4-year 

loan. Note that even though the 3-year loan has a higher interest rate, you'll end up paying less 

total interest since you're only paying back the loan for three years instead of four. 

You did it! You bought your very own car. But before you get too excited, keep in mind that the 

car isn't completely yours until you pay off the loan in four years. You'll also want to take a look 

at your final budget. As you can see, you'll have about $60 to spare each month. Are you sure 

that's enough to cover your other expenses - like medical bills, entertainment costs, and anything 

unexpected that might come along? Plus, don't forget that you should include savings in your 

budget. Will this car push your budget to the limit? Click the next button to continue. 

There's a few last things to remember before you're ready to get a car. You'll need to save up for 

a down payment, and it pays to do a little research about a car's worth and condition before you 

buy it. And depending on who you buy the car from, you can sometimes negotiate a lower price 

than what's listed on the sticker. When you do decide that buying a car is right for you, make 

sure you can truly afford it by taking all known and possible expenses into account. 

Congratulations, you've completed this module. Now it's time to take your end of module quiz. 

You can take some time to review your notes if you would like. Good luck! 

Question: 

1. Someone may choose to own a car instead of leasing because: 

A. The car can be resold later to make some money back 

B. The car can be resold later for a higher price 



C. The maintenance cost for a leased care are generally higher. 

D. The insurance cost for a leased car are higher 

2. John would like to move from the suburbs into the city, but the rent in the city is very 

high.  John has found an apartment he really likes, but he can only afford about 60% of 

the monthly rent. What is the best housing option for John? 

A. Purchase a home in the city center instead 

B. Rent the apartment anyway 

C. Rent the apartment with a roommate 

D. Purchase a home in the suburbs instead 

3. Which of the following statements about renting & owning is CORRECT? 

A. A renter has complete responsibility and control over the property 

B. An owner has complete responsibility and control over property 

C. Neither a renter nor owner have responsibility and control over the property 

D. Both the renter and the owner share responsibility control over the property 

4. What is a mortgage? 

A. A type of rent used to pay for housing 

B. A type of loan used to buy property 

C. A measure of the value of a home 

D. A measure of your credit rating 

5. Which of the following is NOT a cost typically associated with owning a car? 

A. Fuel 

B. Insurance 

C. Wear & Tear fees 

D. Maintenance 

6. Jim wants to buy a car, but he’ll probably only need it for a couple of years.  He has a 

short commute to work, so he won’t be putting many miles on his vehicle. What’s the 

best transportation option for Jim? 

A. Use his savings to buy the car in full 

B. Buy the car using an auto loan 

C. Lease the car 

D. Take public transportation 

7. All of the following components are commonly found in rental housing agreements 

EXCEPT: 

A. Whether the renter can have pets in the house 

B. How much the renter will pay 

C. What types of renter’s insurance the renter must buy 

D. Which repair types the renter will be responsible for 

8. Renting provides ____________________ flexibility but can lead to 

__________________ cost in the long-term. 

A. Greater; lower 

B. Greater; higher 

C. Less; lower 

D. Less; higher 



9. One reason to buy a home instead of rent a home is: 

A. Homes have the potential to appreciate in value over time 

B. Homes have fewer maintenance cost 

C. Buying a home requires less money upfront 

D. Buying a home is a more flexible housing option 

10. A ________________ is generally considered an appreciating asset because it may 

______________ in value over time. 

A. Car; increase 

B. Car; decrease 

C. House; increase 

D. House; decrease 

 


