	PERSONAL FINANCE
RENTING VS BUYING: WHICH MAKES SENSE WHEN?
QUIZ  (12 MULTIPLE CHOICE QUESTIONS)



	Name:  
	Date:  
	Period:  



	
	Directions: Choose the best answer for each question.



	1.
	What is the single biggest factor in deciding whether renting or buying makes more sense?



	A. How long you plan to stay
	B. The color of the home

	
	

	C. How many friends live nearby
	D. The day of the week you sign


Answer:
	2.
	What is 'equity'?



	A. The amount you pay the landlord each month
	B. The portion of a home you actually own, equal to home value minus loan balance

	
	

	C. A tax charged only on rented apartments
	D. The fee an agent charges to sell a home


Answer:
	3.
	How much equity does a renter build after paying rent for five years?



	A. About half the rent paid yearly
	B. All of the rent paid

	
	

	C. $0 - renting builds no equity
	D. The same as a homeowner


Answer:

	4.
	Which of these is the main advantage of RENTING?



	A. It builds equity quickly
	B. It guarantees the home rises in value

	
	

	C. It removes all monthly costs
	D. It keeps your flexibility to move


Answer:
	5.
	CALCULATION: Using TOTAL COST OF RENTING = (MONTHLY RENT + RENTERS INSURANCE) x 12 x YEARS, what is the total cost of renting for 5 years at $1,500 rent + $20 renters insurance per month?



	A. $91,200
	B. $18,240

	
	

	C. $90,000
	D. $182,400


Answer:
	6.
	CALCULATION: Using EQUITY = HOME VALUE - LOAN BALANCE, what is the equity on a home worth $272,500 with a loan balance of $215,000?



	A. $487,500
	B. $57,500

	
	

	C. $215,000
	D. $272,500


Answer:
	7.
	On the total-cost chart, in what year do the renting and buying lines CROSS (the crossover year)?



	A. Year 1
	B. Year 2

	
	

	C. Year 10
	D. Year 5


Answer:

	8.
	CALCULATION: On the chart, at year 8 renting costs $145,920 and buying costs $132,800. How much does buying SAVE by year 8?



	A. $278,720
	B. $132,800

	
	

	C. $13,120
	D. $0


Answer:
	9.
	Why does the buying line START HIGHER than the renting line in the early years?



	A. Buying requires a large up-front down payment
	B. Rent is always free in year one

	
	

	C. Homes never gain value
	D. Insurance is only required for renters


Answer:
	10.
	What does the FIVE-YEAR RULE say about buying a home?



	A. You must sell within five years
	B. Rent is illegal after five years

	
	

	C. Buying usually pays off only if you stay long enough to pass the crossover
	D. Your down payment doubles every five years


Answer:
	11.
	In the total cost of buying, why do you SUBTRACT the equity built and the home's appreciation?



	A. Because they are illegal to count
	B. Because the government pays them for you

	
	

	C. Because renters pay them instead
	D. Because you get that money back when you sell, so it is not truly spent


Answer:

	12.
	A person is fairly sure they will move to a new city in about 2 years. Based on the crossover idea, what should they most likely do?



	A. Buy, because buying is always cheaper
	B. Rent, because they would move well before the crossover year

	
	

	C. Buy, because renting builds equity faster
	D. Rent, because homes never appreciate


Answer:
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