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Homeownership and Material 
Security in Later Life 
Many previous studies show that homeownership is related to various aspects of well-
being, although the causal nature of this relationship is difficult to identify. We analyze 
the association between homeownership and material security, measured through 
subjective expectations of being better or worse off in the future, using data from 15 
European countries. Our findings show that homeowners have a higher level of 
material security than renters, with larger differences among those living in big cities. 
We find that material security increases with the value of owner’s property and at the 
same time find no significant relationship with education, income or financial 
situation. We interpret the results as support for one of the most commonly 
emphasized mechanisms behind the positive effects of homeownership for well-being 
– that homeownership provides a particular form of material security in old age. 
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Introduction 
Vast empirical literature links homeownership to 
numerous outcomes, such as well-being, health or 
mobility (Costa-Font, 2008; Dietz and Haurin, 
2003; Rohe and Stewart, 1996 among others). In 
most cases the specific causal link with 
homeownership per se is however difficult to 
demonstrate. This because homeownership, 
especially in old age, usually reflects the financial 
resources accumulated over the life course 
through labor market history, as well as health and 
family developments (Angelini et al., 2013). This 
means that many unobservable characteristics can 
obscure the relationship between homeownership 
and welfare outcomes and bias the estimated 
parameters. 

Material security is an important aspect of well-
being, facilitating longer-term planning of 
financial decisions, smoothing of expenditures 
across periods of lower contemporaneous incomes 
and allowing exceptional spending when faced 
with various negative shocks. It seems particularly 
relevant in old age when people’s ability to adjust 
their current income to their specific needs is 
significantly reduced, and material needs 
increasingly depend on health.  As people age and 
as their ability to maintain labor market activity 
diminishes, the material resources available to 
them, and the security these can provide, are 
increasingly composed of pensions and 
accumulated assets. Among the latter, fixed assets, 
and in particular ownership of one’s home, play a 
very special role, as they provide some financial 
backup and secure a flow of regular consumption 
in the form of accommodation. 

It is reasonable to expect that homeownership 
would influence well-being through the channel 
of material security, particularly in old age. 
Surprisingly, the findings in the literature directly 
exploring this mechanism are so far scarce. We 
address this gap using data collected in the Survey 
of Health, Ageing and Retirement in Europe 
(SHARE) on individuals aged 50 years and above. 
We take advantage of the 2006 edition of the 

survey from 14 European countries and Israel and 
develop a measure of perceived future material 
security using two consecutive questions on ‘the 
chances that five years from now the standard of 
living [of the participant] will be better/worse 
than today’. Participants reported the estimated 
chances on a scale from 0 to 100, where 0 means 
‘absolutely no chance’ and 100 denotes ‘absolutely 
certain’. In line with previous behavioral 
literature, we calculate a difference between the 
chances of being better vs. worse off, and recode 
into a categorical variable with 5 outcomes 
spanning from ‘very likely worse off’, through 
‘rather likely worse off’, ‘equally likely’, ‘rather 
likely better off’ and ‘very likely better off’ (more 
details in Garten et al., 2022). In our sample, 
‘equally likely’ is the most frequent category (30 
percent of total responses), and being either ‘very’ 
or ‘rather likely worse off’ was more frequently 
reported than being better off (48 percent of total 
responses coded as either outcome for being worse 
off as compared to 22 percent for the two 
categories of being better off). 

The Impact of Homeownership 
on Expectations of Future 
Standard of Living 
We regress the measure of perceived material 
security on an extended vector of characteristics 
including basic demographics, education, marital 
status, labor market status, the relative position in 
the distributions of income and financial assets, 
and physical and mental health. Our main variable 
of interest is a categorical measure of 
homeownership, where individuals are split 
between renters and homeowners, who are further 
divided based on the country-specific quartiles of 
their home value. This measure is then interacted 
with being a big city resident. Below we present 
some selected results, which are reported in full in 
Garten et al. (2022). 

In Figure 1 we report the results for each outcome 
of perception of material security for owner 
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occupiers (depending on the value of their home) 
as compared to renters, by place of residence. The 
correlation with material security is particularly 
strong among those living in cities. However, 
among other respondents, those in the top quartile 
of the home value distribution are also more likely 
to report being optimistic about their material 
conditions in the future. For big city dwellers, the 
differences between renters and home owners are 
statistically significant already for owners with 
home values in the second quartile of the 
distribution, and the effects carry through to 
higher quartiles. The differences for selected 

perceptions of material security are not only 
statistically significant but also large in magnitude 
in the case of city dwellers who own the most 
expensive properties. As compared to renters they 
are 3.7 percentage points more likely to expect that 
their future situation will be either ‘rather’ or ‘very 
likely’ better. Among those living in big cities, 17.5 
percent and 8.5 percent respectively, declare these 
positive expectations. This means that 
proportionally, the estimated 3.7 percentage 
points correspond to respective increases of 21.2 
percent and 43.3 percent. 

 

Figure 1. Marginal effects of homeownership for outcomes of perception of material security 

 A) Other areas B) Big cities 

 
Note: Results presented as marginal effects based on estimations using the ordered probit model with 95% confidence intervals. 
More details available in Garten et al. (2022).  
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We relate the marginal effect of owning a property 
in the top quartile of the home value distribution, 
as compared to owners with properties in the 
bottom quartile or renters, to the effect resulting 
from: higher education, being in the top income 
quartile or in the top financial assets quartile. 
While education, income and financial assets 
affect the perception of future material situation in 
the expected direction, the estimated relationships 
are statistically insignificant, and their magnitude 
is much lower compared to the estimated 
relationship with homeownership.  

Conclusion 
Relative to renters, individuals owning their 
homes tend to have higher levels of well-being 
across numerous dimensions (see Garten et al., 
2022 for an overview). Due to the complex nature 
of the accumulation of wealth and its interaction 
with different spheres of life over the life cycle, the 
identification of the causal character of this 
relationship is a nearly impossible task. Although 
many mechanisms behind this relationship have 
been suggested, few have actually been put to the 
test against real-life data. Therefore, better 
understanding of these mechanisms might be a 
way to verify the hypothesis that homeownership 
actually matters for well-being. 

Our findings confirm that homeowners – in 
particular those living in big cities – enjoy a higher 
level of self-perceived material security and are 
more likely to express optimism about their 
material standard of living in the future as 
compared to renters. Such feeling of security for 
the coming years may contribute to a more general 
positive outlook, and consequently to the higher 
reported levels of well-being and life-satisfaction 
observed in the literature. The examined 
relationship is especially strong among those in 

the top quartile of the distribution of property 
values, although for dwellers in big cities the effect 
is also strong for those with lower property value. 
While these findings cannot be interpreted as 
strictly causal, we suggest that owning a home 
offers a very particular type of material security in 
old age and that this security might be an 
important mechanism leading to the observed 
positive relationship between homeownership 
and overall well-being. 
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