
 

Property: Buying vs Renting 

An age old debate flaring up every now and again, especially when the economy is under pressure. It’s 
an emotional issue as the right to own property is such a sensitive matter amongst various groups of 
people in South Africa. However, the point of discussion is to determine the best economical option for 
now, namely whether to buy a house and pay the bond over a period of 20 to 30 years versus renting a 
property and investing the difference between the mortgage repayment and the monthly rent. 
 
For most people the acquisition of a property, to buy one’s own house, is most definitely one of the 
biggest financial commitments that can be made during a lifetime. 
 
Let’s look at some common misconceptions about ownership of a residential property: 
 

 Most people believe that owning your own residential property is a great investment. The 
argument is that over time the price of property has always increased. Thus, selling a residential 
property close to or upon retirement, using half of the proceeds to buy a property in a 
retirement village, the balance could be invested to provide an income during retirement. 

 As the value of a residential property increases through buying and selling wealth can be 
created. Upon selling a residential property the profit could be used as a deposit on an even 
bigger property that will be worth much more at the time of retirement. 
 

Let’s consider some facts: 
 

 Residential property is not an investment but rather a life style asset that can greatly benefit 
and be enjoyed by the whole family. 

 In case you might lose your job and income, your residential “investment” quickly becomes a 
great liability as you still have to pay the mortgage bond as well as the rates and taxes.  A true 
investment is something that provides a return in the form of rent, interest or dividends. 

 Over the period of 20 years and longer residential property seldom beats inflation. (See graph 
below 
 



 
 

 
 
Equity funds consistently beat inflation over 10 years and longer periods. 
 
Let’s analyse a situation where a person rented a four bedroom house in an average suburb in 
Johannesburg. The current value of the property is R1 500 000. Fifteen years prior the value was 
R625 897 and the monthly repayment of the bond R 6 460.44 per month. Rent payable was R4 500.00 
per month. If all things were equal and the difference of R 1 960.44 was invested in a general equity unit 
trust, the value of the investment after 15 years would have been R 2 187 262.72 while the residential 
property’s value is only R1 500 000.  
 
Although this is a simple comparison it does show that it could be viable to rent rather than own a 
property. If we extrapolate this with an additional 10 years the difference could be more substantial 
however no one can predict the future.  
 
In closing, before a decision is taken to rent rather than buy many factors must be taken into account. A 
significant factor in favour of buying could be the sense of security that an owned property provides for 
a family. This could outweigh the seemingly “better” financial outcome a rented property might provide 
over time. On the other hand, a landlord cannot simply refuse to renew a lease agreement just because 
he plans to sell the rented property.  
 
Buying or renting should thus form part of proper financial planning in order to determine the best way 
forward. 


