
D6 Saturday/Sunday, May 14-15, 2016, Bangor Daily News

2 | THE NEW YORK TIMES

Rob Austin and his wife, Natalia,
have healthy incomes and plenty
of cash for a down payment on a
house. But they are happily rent-
ing a townhouse in Pasadena, Ca-
lif., with no plans to buy, given the
frothy prices in their area.

“As long as there is such a discon-
nect, where a couple like my wife
and me have to put down a gargan-
tuan down payment and still have a
large monthly payment to get into
a decent, and not necessarily nice,
house, that is a game we don’t wish
to play,” said Mr. Austin, a 39-year-
old manager at a biotechnology
company.

More American households are
renting, across all income levels
and generations, for different rea-
sons. But when homeownership
is the centerpiece of the American
dream, most of us have internal-
ized certain ideals: Buying a home
builds equity, putting you on the fast
track to building wealth. Renting,
by contrast, is essentially throwing
money to the wind.

But with renters now accounting
for 37 percent of all households, the
highest level since the mid-1960s,
according to the Joint Center for
Housing Studies of Harvard Univer-
sity, more people may be renting for
longer. Does that mean people who
rent for extended periods are at a
disadvantage?

“Arguing about whether rent ver-
sus buy is a better financial decision
is like debating active versus pas-
sive investment strategies, hedge

funds versus mutual funds, Apple
versus Google,” said Milo M. Ben-
ningfield, a financial planner in San
Francisco. “Somebody’s going to be
right in terms of higher returns in
the future, but we can’t know in ad-
vance who that will be.”

The arguments in favor of owner-
ship are persuasive, particularly for
people who expect to stay in place
for at least five to seven years. A
mortgage acts like a forced savings
plan, even if you’re paying the bank
hundreds of thousands of dollars in
interest for the privilege of building
equity.

Buying also generally protects
consumers from rising rents, while

traditional mortgage payments re-
main constant. Buyers are using
borrowed money to purchase an
asset that is likely to appreciate
over a long period, though that can
backfire, as it did when the housing
market plunged in 2008. Being able
to call a place your own has a real,
albeit intangible, value too.

How well any household will fare
financially by buying or renting real-
ly depends on factors no one can pre-
dict. Studies have found that renters
who invest their down payment and
any savings from renting as opposed
to owning often come out ahead.

Either way, most financial profes-
sionals would caution against view-

ing a home purchase as an invest-
ment, particularly after factoring in
the cost of maintenance, taxes and
insurance.

It may be hard for people living in
bubbly markets to believe, but, over
all, home prices in the United States
have risen just 0.37 percent annual-
ized, after inflation, for the last 126
years, according to calculations by
Robert J. Shiller, an economist who
wrote the book on speculative bub-
bles, “Irrational Exuberance.”

“Disregarding the special ame-
nities that many people value in
homeownership,” Professor Shiller
said, “it would be hugely better in-
vested in the stock market.”

A study by the Harvard Joint
Center found that, even after the
housing crash, the median house-
hold who bought a home after 1999
still accrued significant amounts of
wealth through 2013 (though whites
gained more than African-Ameri-
cans and Hispanics).

Christopher E. Herbert, managing
director of the Joint Center, said he
believed the results could be tied, in
large part, to behavioral incentives.

“The motivated savings up front
and the forced savings over time,”
he said of accumulating a down
payment and making mortgage
payments.

Renting can still be financially
advantageous under certain cir-
cumstances. In 2012, Eli Beracha
of Florida International University
and Ken Johnson of Florida Atlantic
University simulated a horse race
between buyers and renters, and
concluded that in many cases, rent-
ers came out ahead, at least during
the eight-year stretches they stud-
ied. Theoretical renters put their
down payment in a portfolio that
often consisted of more than 50 per-
cent stocks (the professors created a
portfolio that approximated the risk
of owning a home), and continued to
invest any savings from renting.

The authors’ point is that people
often blindly believe that buying is
usually the smarter option. “Most
of the public drive to buy is without
looking under the hood,” Professor
Johnson said.

A study from HelloWallet came to
similar conclusions in 2014. It pro-
jected that families earning about
$50,000 a year would often end up
with more net wealth by renting
versus owning over the 10 years
from 2013 to 2022.

Aron Szapiro, who conducted the
analysis, said, “The longer you stay,
the stronger the argument is for
buying, all else equal.”
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NOT IN THE MARKET Rob and Natalia Austin with their 10-month-old son, Brady, rent a townhouse in Pasadena, Calif.
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Home ownership is
central to some American
dreams, but not all.

YOUR MONEY
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1 Pavlok, $199
Worn on the wrist, this device
uses Pavlovian conditioning to
create a negative association

with a specific action.

2 MotivAider, $49
A behavioral change device
that uses aversion therapy by
vibrating at specific intervals

and is worn like a pager.

3 RE-vibe, $99
Another behavioral change
device that vibrates inter-
mittently and is worn on the

wrist.

4Lumo Lift, $80
A wearable disk that acts as
a posture coach by vibrating
when you slouch.

5Spire, $150
A clip-on sensor that tracks
physical activity and state
of mind by detecting users’

breathing patterns.

Q & A

¶ Am I required to have
overdraft protection on my
checking account?
No. Customers must “opt in” to
receive overdraft coverage. If
you do not want to incur over-
draft fees, contact your bank
to stop the service. Be aware
that any debit transactions that
exceed your balance will be de-
clined. Although having over-
draft coverage is voluntary,
consumers often misunder-
stand their options, said Susan
K. Weinstock at Pew.

¶ Is there a way to keep some
overdraft protection, yet mini-
mize fees?
You can often choose an over-
draft “transfer” option, which
will move money from a linked
savings account into a checking
account to cover a debit trans-
action. There may still be a
transfer fee, but it is often much
less than a typical overdraft fee.

Weighing Whether to Buy or to Rent

Bank Fees
A Burden
For Some

Shocking Way to Break Bad Habits

Sticking to a Budget Takes Awareness

Younger adults are among those
hardest hit by bank overdraft fees, a
new report from the Pew Charitable
Trusts found.

More than a third of “heavy” over-
draft users — those who pay $100 or
more in bank fees in a year for over-
drawing their bank accounts — are
in their late teens through early 30s,
Pew found.

One reason younger consumers
may be more affected is that they
are more likely to use debit cards,
and debits make up a majority of
transactions resulting in overdraft
fees, said Joy Hackenbracht, a re-
search officer with Pew.

Many banks let customers over-
spend their checking accounts, but
then charge what is known as an
overdraft fee, typically $35. A small
proportion of customers pay a ma-
jority of overdraft fees, Pew found,
and they pay more than three such
fees a year. The typical debit trans-
action amount that results in an
overdraft fee is $24.

These customers are essentially
using the overdraft option not just
as an occasional courtesy, but as an
expensive form of short-term cred-
it, Pew found. It’s also riskier credit,
Pew said, because unlike with other
loans, banks do not have to verify if
a consumer has the financial ability
to repay the debt, and consumers
do not have to be given a reasonable
time to repay it.

The Consumer Financial Protec-
tion Bureau has been scrutinizing
bank overdraft practices.

HEALTH
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For a decade, Jessica Irish of Sa-
line, Mich., has made the same New
Year’s resolution: “Cut out late-night
snacking and lose 30 pounds.” Ms.
Irish, 31, usually holds to her resolu-
tion for only a couple of weeks.

But this year is different.
“I’ve already lost 18 pounds,” she

said, “and maintained my diet more
consistently than ever. Even more
amazing — I rarely even think about
snacking at night anymore.”

Ms. Irish credits a new wearable
device called Pavlok for doing what
years of diets, expensive gyms and
her own willpower could not. When-
ever she takes a bite of the foods she
wants to avoid, like chocolate, she
uses the Pavlok to give herself a
lightning-quick electric shock.

“I did it five times on the first
night, two times on the second night,
and by the third day I didn’t have any
cravings anymore,” she said.

As the name suggests, the $199
Pavlok, worn on the wrist, uses Pav-
lovian conditioning to create a neg-
ative association with a specific ac-
tion. One tap of the device or a smart-
phone app will deliver a shock. The
zap lasts only a fraction of a second,
though the severity of the shock is
up to you. It can be set from 50 volts,
which feels like a strong vibration,
to 450 volts, which feels like being
stung by a bee with a stinger the size
of an ice pick. (A police Taser typical-
ly releases about 50,000 volts.)

Other gadgets and apps dabble in
behavioral change by way of aver-
sion therapy, like the $49 MotivAid-
er that is worn like a pager, or the
$99 RE-vibe wristband. Each can
be set to vibrate at specific intervals.
The $80 Lumo Lift posture coach is
a wearable disk that vibrates when
you slouch. The $150 Spire clip-on

sensor tracks physical activity and
state of mind by detecting users’
breathing patterns. If it senses that
you’re stressed or anxious, it vi-
brates or sends a notification to your
smartphone to take a deep breath.

But the Pavlok takes things a step
further, delivering a much stronger
message. Dr. Marc Potenza, a pro-
fessor of psychiatry at Yale, says
researchers have questioned the
ethical nature of shock intervention
when more comfortable options
like cognitive behavioral therapies,
pharmaceutical interventions and

12-step programs are available.
The practice of aversion therapy

has been around for 80 years. Schick
Shadel Hospital, based in Seattle, re-
ports that it has successfully treated
more than 65,000 people for alco-
hol or drug addiction using emet-
ic drugs, which make people feel
nauseated if they drink alcohol, or
supervised shock therapy. The hos-
pital’s medical director, Dr. Kalyan
Dandala, said that he was interested
in using Pavlok, but that the device
should be professionally supervised.

“It’s better suited as a prescribed

tool for behavior modification,” Dr.
Dandala said. “The company needs
to refine it, put more education in the
tool, and have more oversight.”

Maneesh Sethi, Pavlok’s creator,
said the company had begun to col-
lect data on its long-term success,
and was planning a clinical trial.

Despite the potential for pain and
the lack of science backing a long-
term effect, user feedback on Face-
book groups and message boards
has been enthusiastic, especially
for problems like overeating and
binge drinking. Bud Hennekes, 24, a
blogger in St. Louis, said he had used
Pavlok to kick a nearly two-pack-a-
day cigarette habit.

“I don’t know if it’s science or a pla-
cebo effect or what,” he said, “and I
don’t really care because it worked.”

KIM MURTON

I talk to many people who have
problems with spending. What I’ve
discovered is that most of our prob-
lems do not come down to income.
Instead, we don’t notice enough.
Spending mindlessly has become a
national bad habit. And we all know
how hard it is to break habits. So we
make the same mistakes over and
over again. Oops! I did it again! An-
other month, another blown budget.

We keep having this problem be-
cause we keep using the same tips
and tricks while expecting a differ-
ent result. We tear up our credit
cards and use only cash. We may
even wear a shock bracelet, which
you can use to zap yourself when
you buy something. Crazy, right?
Well, it’s time for a new approach.

Solutions that focus on negative
reinforcement are like hacking at
the branches when we really need
to focus on the roots. What I’m pro-
posing is simple, and it’s based on
one hypothesis: The solution is not
making spending more painful; the
solution is awareness.

So I want you to try
a little experiment I’ve
created. It’s called “30
Days and Three Sec-
onds.” For 30 days,
when you spend money,
I want you to take three
seconds and simply no-
tice what you’re doing.
That’s the program.
Simple, easy and doable.
It can be before, during
or after the purchase.

Be consistent, and
make sure you do it for
every purchase. For

instance, if you’re buying lunch
at Whole Foods, when the cashier
says, “That will be $8.67.” After you
pay, stop for three seconds and say
to yourself, “Eight sixty-seven for
lunch. Isn’t that interesting?”

And those are exactly the words I
want you to use: “Isn’t that interest-

ing?” Not, “Isn’t that dumb.”
The point is not to beat yourself

up about your spending. All of the
emphasis for the next 30 days is on
awareness — that’s it.

One way you can do this is by
setting up your credit card or Ap-
ple Pay to send you an automatic
message each time you make a pur-
chase. If you don’t like that idea, get
a receipt for every purchase. When
you walk out the door, look at the
receipt, read it and say, “Isn’t that
interesting?” And if you don’t like
that, just say it to yourself each time
the cashier tells you the total.

That’s all you’re going to do.
And then, 30 days from now,

send me an email about what you
learned, the experiences you had
or what happened to you. You
can reach me at hello@behavior
gap.com. I’m going to take some of
those lessons, and some of my own,
and write a follow-up column.

No budget, no list and no adding
it up at the end of the month. Again,
just simply notice.
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