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Introduction
e An Introduction to Chicago Partners

o We are a Registered Investment Advisor (RIA) headquartered in Chicago.

o We are a company of fiduciary wealth advisors, or advisors who always act in the best
interest of the client.

o We choose and oversee investments for clients’ portfolios, recommend and place trades
in client accounts, build long-term financial plans, and facilitate general account
management.

Part I: Interest Rates
e Definition
o Interest rates are the percentage of the principal amount of a loan. Usually, the borrower
owes the lender interest.
e Types
o Nominal is the most important type of interest rate. This is the percentage of the loan that
is paid in interest each year.
Real interest rates take inflation into account.
Effective interest rates describe compounding interest over time.
e How Do they Appear in Your Daily Life
o An individual pays interest on outstanding loans including student loans, car loans, and
mortgages. This is the financial institution’s rate of return.
o Credit card companies charge interest on any unpaid amount. This is known as their APR
(annual percentage rate).
o Banks usually pay lower interest rates on checking accounts than savings accounts.
Interest rates on savings accounts are often low percentages, about 1-3%.

Part 1I: Inflation
e Definition
o Inflation devalues an individual’'s current money in hand, representing loss in purchasing
power as prices rise.
o As an example of inflation’s impact, $1 in 1945 is now worth $0.05.
e The Consumer Price Index (CPI)
o The CPI measures the change in prices, describing inflation.
e What Leads to Inflation
o Printing more money lowers the value each dollar holds.
o Supply and Demand of goods also impacts inflation. As demand increases and supply
decreases, people are willing to pay more, driving prices upwards.
e Response to COVID-19
o The U.S. printed over $3 Trillion as a short-term fix to stimulate the economy during the
pandemic.
o This has played a role in the inflation we are dealing with today.

Part Ill: Impact on Your Wealth
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e Credit Card
o Credit cards carry very high interest rates.
o Paying the minimum will help slow down accumulating debt but will not help an individual
get out of credit card debt.
o The snowball effect is due to compounding interest. If an individual is not paying off
minimum, they can quickly accumulate debt due to this effect.
o When opening a credit card, do research on the best offers and benefits available.
Student Loans
o Fixed Rate — There is a fixed interest rate for the lifespan of the loan.
o Variable — If interest rates rise, so will interest payments.
o Typically have student loans have lower interest rates, so they do not always need to be
paid off right away.
e Carloans
o Individuals buy a car when they plan on holding it and using it for a long time.
o If an individual plans on holding their car for a only few years, leasing may make more
sense.
o Vehicles are depreciating assets, once they are driven off the lot, the value drops.
e Home Mortgages
o This likely will be the most significant debt an individual holds in their lifetime.
o Paying off the loan — The first few years of payments will mostly be for interest. As one
continues to pay off your home, later payments are paying off the principal.

Part IV: Actionable Steps
e When to Pay Off Your Loans
o Hypothetical situation — If a portfolio is achieving a 6.5% growth rate, it might make sense
to hold onto debt that has an interest rate lower than 6.5% and focus on paying off all the
debt at a higher interest rate.
o Speak with a financial advisor for your unique situation.
e What to Do with Your Excess Cash
o Checking account — You can deposit paychecks and keep month-to-month expenses here.
o High Yield Savings Account — You can keep 3-6 months in this account to earn interest
and use in case of emergencies.
o Investment Accounts — All other excess cash can be invested here.
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