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Investing in Your Future

Understanding Good Debt, Bad
Debt, and the Volatility Tax
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The following presentation by Chicago Partners Wealth Advisors (“Chicago Partners”) is intended for general
information purposes only. No portion of the presentation serves as the receipt of, or as a substitute for,
personalized investment advice from Abbrev or any other investment professional of your choosing. Please see
additionalimportant disclosure at the end of this representation. Copies of Abbrev’s current written disclosure

Brochure and Form CRS discussing our advisory services and fees are available upon request or at
www.chicagopartnersllc.com.

Important
Disclosure
Information
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Grace Harlan, CFP® 2 Anna Read
Wealth Advisor Wealth Advisor

grace@chicagopartnersllc.com anna.read@chicagopartnersllc.com
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What is Chicago
Partners?

\d
u||‘||u|u (g\ Anna Read
Senior Client Services Associate

A Registered Investment Advisor (RIA)
headquartered in downtown Chicago

Also known as a “private wealth manager” for high-
net-worth individuals and families

A fiduciary advisor, or an advisor always acting in

the best interest of the client

Builds financial plans, makes investment
recommendations, and provides account oversight

Works with over 2,900 clients and $8 billion in
assets under management
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Good Debt vs. Bad Debt

Today’s Agenda The Volatility Tax

Q&A and Next Steps
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Good Debt vs. Bad Debt

Not all debtis created equal. The right kind, used wisely, can help build wealth. The wrong
kind can quietly and quickly drain it.

I

Grace Harlan, CFP®
Wealth Advisor
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Debt is the borrowed money you’ll pay back over time, with
interest. It is a wealth tool, and like any tool, the outcome
depends on how you use it.

Principal

What is Debt?

The original amount you borrowed.

Interest

The cost of borrowing or what the lender charges, expressed as a rate.

Term

The time you have to repay. Longer terms mean smaller payments but
more total interest.

;a Grace Harlan, CFP®
! “ Wealth Advisor
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Will this debt
make me
wealthier?

-t Anna Read
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Q YES - Generally Good Debt

* Builds an asset, skill, orincome stream

* Carries a manageable, often lower interest rate
* Has a clear, finite payoff plan

* Expected return exceeds the costto borrow

@ NO - Generally Bad Debt

* Funds depreciating assets or pure consumption
* Carries high or compounding interest

* Has no clear repayment plan or strategy

* Costof borrowing eats into future income
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Bad Debt In
Action
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High-Interest Credit Cards

Carrying a balance at 20-28% APR. The interest often exceeds
anything your investments can reasonably earn.

Oversized Auto Loans

Avehicle that depreciates 20% the day you drive off the lot, financed
over 6-7 years at high rates.

Lifestyle / “Buy Now, Pay Later”

Financing vacations, clothing, electronics, or experiences. The
purchase fades; the payments don't.
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Managing Bad
Debt
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Paying only the minimum at 22% APR — total cost over time

$10,000 -
$9,000
$8,000
$7,000 4
$6,000
$5,000
$4,000
$3,000
$2,000
$1,000

$0

The Bottom Line

$8,800 paid in total to clear a $5,000 balance (nearly $3,800 of it in interest alone).

B Principal

$8800

After 5yrs

H Interest paid

$3800

$5000
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Good Debt In
Action
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Student Loans

Investing in education that meaningfully raises your lifetime earning

potential, when the degree’s expected return exceeds the loan cost.

Mortgages

Buying a primary residence with a fixed-rate loan can build equity,

hedge against rising rents, and produce long-term net-worth growth.

Small Business/Career

Borrowing to start a business, fund certifications, or develop a new
income stream that produces a higher return than the interest rate.

11
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Mortgage Extra Cash/ Month Market Return
$400k @ 3.5% $1,000 7%
30-yrfixed Pay down or invest S&P 500 long-run avg

Net wealth after 30 years

= Pay off mortgage early = |nvest the extra $1,000/mo

$1,800K -

$1,500K

Managing Good
Debt

$1,200K

$900K

$600K

$300K

$0K

;a Grace Harlan, CFP® Pay Off Early Invest
SN Wealth Advisor $1.24MM $1.62MM
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When to Pay
Off Your Debt
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If your portfolio is achieving a 6.5% growth rate, you should pay off anything

with an interest rate higher than 6.5%, as this is eating into your earnings.

Keep Depends Pay Off
2% 6.5% 12%
< ® >
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Five Red Flags
to Watch For
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You only make minimum payments.

A balance that never seems to shrink usually means interest is
winning.

Your debt-to-income is climbing.

If monthly debt payments approach 35%+ of take-home pay, you've
lost flexibility.

You borrow to pay other debt.
Rolling balances or using new credit to make old payments is a stress
signal.

You don't know your interest rates.

Anything you don't track tends to grow. Know the rate on every
account.

Debt is funding your lifestyle.

If routine spending depends on credit, the income-expense gap needs
attention first.

14
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Credit Card
Use vs. Credit
Card Debt
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Using a credit card is a test drive for a mortgage. You are
proving to the bank you can make your payments on time.

Spend what you know you can pay off at the end of the
month.

Debt is funding your lifestyle.

If routine spending depends on credit, the income-expense gap needs
attention first.

15
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Smart
Strategies for
Managing Debt
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Build an Emergency Fund

Even $1,000 keeps a surprise expense from becoming new credit card
debt.

Tackle high-interest debt first

Pay all minimums, then attack the highest-rate balance.

Consider Refinancing

Consider refinancing, if there are better loan interest rates out there.

16



. CHICAGO PARTNERS

Three Things to
Remember
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Good debt can be a tool

What matters is whether it builds wealth or drains it.

Watch the rate, the term, and the purpose

Low rate + appreciating asset + clear plan = often good. High rate +
depreciating purchase + no plan = almost always bad.

Small habits compound

Knowing your rates and pausing before big purchases will outperform
any clever financial trick.

17
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The Volatility Tax

The hidden cost of a bumpy ride and why a smoother return path is worth more than it looks.

Grace Harlan, CFP®
Wealth Advisor

D <

I

I e

A W

Lr
1

i




. CHICAGO PARTNERS

What is the
Volatility Tax?

;a Grace Harlan, CFP®
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Volatility Tax

The effect of volatile market movements on a portfolio’s total compound return.

It is the mathematical difference between geometric averages compared to
arithmetic averages.

It demonstrates how losses hurt more than gains help.

19



Consistent Investment MSCI All Country World Index
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1 10.40% $1,098,000 2006 21.5% $1,215,000
2 10.40% $1,212,192 2007 12.2% $1,363,230

3 10.40% $1,338,260 2008 -41.8% $793,400
4 10.40% $1,477,439 2009 35.4% $1,074,263
5 10.40% $1,631,093 2010 13.2% $1,216,066
6 10.40% $1,800,726 2011 -6.9% $1,132,158
7 10.40% $1,988,002 2012 16.8% $1,322,360
8 10.40% $2,194,754 2013 23.4% $1,631,792
9 10.40% $2,423,008 2014 4.7%  $1,708,487
10 10.40% $2,675,001 2015 -1.8% $1,677,734
eg e 11 10.40% $2,953,201 2016 8.5% $1,820,341
The Volati '.lty Tax 12 10.40% $3,260,334 2017 20.6%  $2,268,145
13 10.40% $3,599,409 2018 -8.9%  $2,066,280
14 10.40% $3,973,748 2019 27.3% $2,630,375
15 10.40% $4,387,018 2020 16.8% $3,072,278
16 10.40% $4,843,267 2021 19.0% $3,656,010
17 10.40% $5,346,967 2022 -18.0%  $2,997,929
18 10.40% $5,903,052 2023 22.8% $3,681,456
19 10.40% $6,516,969 2024 18.0%  $4,343,750
20 10.40% $7,194,734 2025 21.4%  $5,272,878

Arithmetic Return 10.40% Arithmetic Return  10.40%
Anna Read
Wealth Advisor Over a 20-year period, the difference between the Consistent Investment and the Volatile

Investmentis 1.7% per year.
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Consistent vs. Volatile Returns of $1,000,000 Investment

$8,000,000
$7,000,000 $1,921,855
additional
return from
$6,000,000 reducing
volatility tax
$5,000,000
$4,000,000
The Volatility Tax [
$2,000,000
$1,000,000
$0
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
Consistent Investment Volatile Investment
t" A Read Over a 20-year period, the difference between the Consistent Investment and the
.||‘||.|. (&> nha hea Volatile Investment is 1.7% per year
u Wealth Advisor
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Reducing Your
Volatility Tax

;a Grace Harlan, CFP®
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Diversify Across Asset
Classes

Stocks, bonds, and other assets don't
move in lockstep. A diversified mix
smooths the path without giving up
most of the long-term return.

Stay invested through
downturns

Missing the best 10 days in a decade
can cut long-term returns nearly in
half. Volatility taxes you most when
you trade in response to it.

Match risk to your time
horizon

Money you need in 2 years should be
invested differently from money you
won't touch for 30. Right-sized risk
avoids forced selling at the worst
moments.

Rebalance and keep
contributing

Adding regularly during dips lowers
your average cost. Periodic
rebalancing helps your portfolio
remain diversified and positioned for
the long-term.

22
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Q&A and Next Steps
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Identify whether your debt builds or diminishes wealth.

Pay your credit card balances in full.

Actionable Steps

Track your monthly payments and income to
understand your cash flow.

Make your money work harder for you.

-t Anna Read
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Submit Your Ildeas
For Future Topics
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We would love to hear from
you!

You can navigate to the web address
below to submit any topic ideas you
have for future Young Investor
Webinar calls.

https://chicagopartnersllc.com/young
-investors-recommended-topics/
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Q&A

Thanks for attending!

Stay tuned for our next installment!

Grace Harlan, CFP® -] Anna Read 434444
Wealth Advisor ’ Wealth Advisor

grace@chicagopartnersllc.com
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Important

Disclosure
Information

Past performance is no guarantee of future results. Different types of investments involve varying degrees of risk.
Therefore, and there can be no assurance that the future performance of any specific investment or investment strategy
(including the investments and/or investment strategies recommended and/or undertaken by Chicago Partners Investment
Group LLC (“Chicago Partners”), or any non-investment related content, will be profitable, equal any corresponding
indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Neither
Chicago Partners’ investment adviser registration status, nor any amount of prior experience or success, should be
construed that a certain level of results or satisfaction will be achieved if Chicago Partners is engaged, or continues to be
engaged, to provide investment advisory services. Chicago Partners is neither a law firm, nor a certified public accounting
firm, and no portion of its services should be construed as legal or accounting advice. Moreover, no portion of the foregoing
content serves as the receipt of, or a substitute for, personalized investment advice from Chicago Partners. A copy of our
current written disclosure Brochure and Form CRS discussing our advisory services and fees is available upon request or
at www.chicagopartnersllc.com. The scope of the services to be provided depends upon the needs and requests of the
client and the terms of the engagement. Please Remember: If you are a Chicago Partners client, please contact Chicago
Partners, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of
reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to
modify any reasonable restrictions to our investment advisory services. Unless, and until, you notify us, in writing, to the
contrary, we shall continue to provide services as we do currently.

Historical performance results for investment indices, benchmarks, and/or categories have been provided for general
informational/comparison purposes only, and generally do not reflect the deduction of transaction and/or custodial
charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the
effect of decreasing historical performance results. It should not be assumed that your Chicago Partners account holdings
correspond directly to any comparative indices or categories. Please Also Note: (1) comparative benchmarks/indices may
be more or less volatile than your Chicago Partners accounts; and, (2) a description of each comparative benchmark/index
is available upon request or at www.chicagopartnersllc.com.

*Please Note: Ranking Limitations. Neither rankings nor recognitions by unaffiliated rating services, publications, media, or
other organizations, nor the achievement of any professional designation, certification, degree, or license, membership in
any professional organization, or any amount of prior experience or success, should be construed by a client or prospective
client as a guarantee that the client will experience a certain level of results if the investment professional or the
investment professional’s firm is engaged, or continues to be engaged, to provide investment advisory services. A fee was
not paid by either the investment professional or the investment professional’s firm to receive the ranking. The ranking is
based upon specific criteria and methodology (see ranking criteria/methodology). No ranking or recognition should be
construed as an endorsement by any past or current client of the investment professional or the investment professional’s
firm. ANY QUESTIONS: Chicago Partners’ Chief Compliance Officer remains available to address any questions regarding
rankings and/or recognitions, including the criteria used for any reflected ranking.
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