Your real estate: a crucial decision
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Combined with longer, healthier lifespans and an assortment of pensions, RRSPs and investment savings, baby boomers have turned the concept of retirement real estate on its ear.

"The futurists of 20 years ago were incorrect when they predicted the baby boomers were going to be getting rid of all their properties and moving to small houses in the country," says Phil Soper, president and CEO Royal LePage Real Estate Services Ltd.

"For many people, they're not forced to sell their home to live in retirement. They look at what's important to them in their life -- a comfortable primary residence -- as something they're not willing to give up."

Where you live when you retire is an important consideration. And as with any huge demographic group, there is no one-size-fits-all answer. But there are options.
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Stay in your home 

If you're thinking about staying in your family home for a few more years, you're not alone. Now more than ever, retirees are staying put and renovating their homes, upgrading and even improving accessibility for later years, with features such as senior-friendly bathrooms.

The percentage of Canadians aged 65 to 74 who owned their own homes increased to 75.3 per cent in 2001, from 65.8 per cent in 1981, according to census data, says Adrienne Warren, a senior economist at Scotiabank Inc. A smaller but still significant jump was also seen among Canadians aged 75 and older: those who owned their own homes rose to 66.2 per cent in 2001, from 57.4 per cent in 1981.

If you stay in your home, not only do you avoid rushing into a decision you may later regret, but you also put off the expense and stress of moving. If the market continues to go up, you may also get bigger gains from a more expensive asset.

On the downside, there may by more hedges to clip, more carpets to vacuum and sometimes more expensive maintenance costs.

Buy a condo 

Even as more and more folks batten down the hatches and stay in their homes, others are being wooed by builders of condominiums that promise everything from granite bathrooms to no yard work, Mr. Soper says.

Not just confined to major cities, housing developments catering to the retired set have cropped up in places like the ski hills of Collingwood, Ont., or the Rockies retreat town of Canmore, Alta.

These "recreationally themed urban centres" are pitching the boomer consumers with promises of idyllic settings close to retail, pharmacies and entertainment, he says.

"There are people who downsize, but that doesn't mean moving into less expensive real estate."

Where to move is another story, he adds. It could be to warmer climates or into urban centres to be closer to major hospitals and out of the car-dependent suburbs or closer to your children -- and grandchildren.

A major advantage to owning a condo is that maintenance is looked after by the building, freeing the owner to travel without worrying about problems such as burst pipes or sidewalk snow removal.

Downsize, for real 

Many homeowners use their property as a retirement savings plan, with the hopes of one day cashing in, buying a smaller abode and living on the surplus.

It's not a bad idea, but you have to be careful not to blow your savings in the early years of retirement, says Patricia Lovett-Reid, a certified financial planner and senior vice-president at TD Waterhouse.

To determine if you are a downsizing candidate, take a look at all of your streams of income during retirement -- from the government, from your company pension, from investments -- and figure out how much you will need to live, she says. Remember that the expensive years can come later on, and try to make realistic projections for health and insurance costs.

"Knowing your retirement numbers in terms of how much money you need, are you debt free, and where is your money coming from, really helps these decisions," says Ms. Lovett-Reid.

When it comes to calculating your income to figure out if you're ripe for a downsizing, "you still have to think in after-tax and after-inflation dollars, which many people don't do," says Ms. Lovett-Reid, who has written a soon-to-be-published book on the subject, called Live Well, Retire Well. "Think about excessive withdrawals early on. You've got to get real and you've got to face the facts."

Downsizing often means giving up some treats -- like an extra car, or living close to your favourite shops. 

But that smaller house or condo in a less expensive neighbourhood with good public transit access may well be the long-term ticket to a stress-free retirement.

Cashing in and renting
Think it might be a good idea to sell your home to cash in on the real-estate market's peak, move into a rental and invest the money?

Aside from the fact you're now aggressively betting with your biggest financial asset, this is a very bad option from a tax perspective, says Melanie Yach, a lawyer at the estates and trusts group at Blake, Cassels & Graydon LLP in Toronto.

"Principal residences are one of the great tax sheltered ways of holding wealth, and it's often one of the last assets I recommend clients sell," Ms. Yach says. "Gains in the primary residence are not going to be taxed. But if they keep their money in a stock portfolio, they're going to be taxed."

Financial tactics
Ms. Lovett-Reid says people can keep their standard of living if they have a viable financial plan.

"They may want a different lifestyle but that doesn't mean they want to downsize," she says. "They may have a lovely home and they may want an equally lovely condo so they can travel."

To afford to stay in your family home or to buy that condo, she says, you could:

Work part-time in retirement.

Take out a reverse mortgage, where a lender makes payments to the homeowners based on a percentage of the house value. When the owners die, the lender sells the house to recover the money. It's not an option for everyone, she says. "People think it's an interest-free loan and it's not. It's for people with no kids, all of their money is in their home as an investment strategy, it's paid off, but they need to extract money out."

Delay retirement, "which makes sense because we are living healthier, more productive lives than ever before." Also it gives you a few more years of comfortably investing more aggressively in stocks before you seek the safety of fixed-income investments, she adds.

Theresa Ebden is an associate producer with RoBTV. 
