Is Real Estate a good investment?
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     It's difficult to know when the right time is for you to buy that vacation, second or larger home you've always dreamed of and wanted, let alone if the time is right to buy a home for investment purposes.

     When determining the payoff from homeownership, it is critical to remember two key points: First, home-price appreciation has historically been modest and certainly nothing like the heady gains enjoyed earlier this decade, and second, homeownership is horribly expensive. In fact, it's comparable to owning a mutual fund that not only charges 3% or so in annual expenses but also levies a 5% or 6% back-end sales charge.

     The back-end sales charge is the commission you will likely pay to sell your home, while the 3% annual expenses reflect the triple hit from property taxes, homeowner's insurance and maintenance costs. If you subtract the costs of homeownership from your price appreciation, you are unlikely to keep pace with inflation -- and you might end up under water.

     This could be a wonderful time to invest in real estate; frankly, it isn't that important whether property prices climb at 4% or 6% a year.  What really matters is the long-run dividend. 

     As savvy landlords will tell you, the key to a successful investment property is finding a place that will attract good tenants who deliver a steady stream of rental income.

