
Hi {Firstname},

It is hard to believe that we are already in the fourth quarter of the year.
Fall is here, football is underway, kids are firmly entrenched in school and
all of us at Mappa Wealth Management are hoping and planning for
everything to keep moving in a positive direction. We’ve had several great
in-person social events and more are being planned for next year. Please
check future emails and our website for more information.  

This month we are looking at the concept of “opportunity cost” which is an
important part of many of your financial decisions. Please take a careful
look and call us with any questions. That last sentence is an important
one; we’re not just here when it is time for a review meeting, we’re here
for you all the time. If you have questions, concerns, ideas, pick up the
phone or send us an email, we’ll address your inquiries promptly.

Enjoy the fall.

Best regards,

Mark

A REMINDER

WE'RE GETTING A HEAD START

ON THE HOLIDAYS

JOIN US 

Tuesday, November 9, 2021

5:30pm - 7:30pm

Double Clutch Brewery Company

2121 Ashland Ave

Evanston, IL 60201

RSVP for you & your guests to:

Tanya Widner

tanya@mappawm.com

Opportunity Cost: Why It’s Important
to Understand.

Opportunity cost is an important concept to understand when making
certain financial decisions.  It means the cost of losing a benefit by taking
one action over another. A great example is asking yourself, “What do I
lose if I take cash from an account or investment to make a purchase?" 

The reality is that whether you pay cash or take out a loan for any
purchase, there is always going to be a cost. In other words, you either
pay interest (for having a loan or mortgage) or you forego earning interest
because your cash was removed from either a savings or investment
account and so has no potential growth. This is called opportunity cost,
and you can’t avoid it.  

Here’s an example. When you take out a loan (e.g., a car loan or a
mortgage), most people only look at the amount of interest they will pay.
That’s how they usually go about determining the actual cost of the loan.
For example, a 5-year car loan of $30,000 with a 5 percent interest rate
will have incurred a total of $3,968 in interest (total payments were
$33,968 of which $3,968 was interest). Therefore, one might conclude
that paying off the loan early (before 5 years) would save them interest or
that paying cash for the car up front would save paying all the interest.

But if you pay $30,000 cash for the car, that is $30,000 you no longer
have to either put into your savings account where it can earn interest at
no risk to principal.  It is also $30,000 you will not have to invest if an
appropriate opportunity presents itself to you – hence you are paying
“opportunity cost’. It is the cost of losing the prospect of earning money
from the investment.

There are other types of opportunity costs.

 If you pay off your mortgage early (by extra or pre-payments, including
bi-weekly mortgage payments) you save interest, but you lose what may
be an important tax deduction as well as the possibility of growth on the
money you use to pay off the mortgage because it is no longer available
to invest.

Don’t get me wrong, we are not saying don’t pay off a mortgage or take a
loan. We are simply saying that you need to factor opportunity cost into
your financial decisions and understand how it impacts you. The fact is,
opportunity cost does matter. It’s real money that can be earned or real
money that can be lost.

What should you do?  It depends.

That’s why when clients ask us if they should make extra payments toward
their mortgage or loan or pay it off entirely, We always respond by
saying, “It depends.” It depends on a lot of factors, not just how much
interest will be paid out to the lender. Remember, everyone’s situation is
different and there is no “one size fits all” solution. Therefore, we follow up
“It depends” with “If you look at it purely from a financial and tax
perspective, then we have to see what interest rate you are currently
paying on the loan and compare it to the earnings rate you can get by
saving or investing the money instead.” This is how we examine the
opportunity cost. 

The emotional factor.

However, we also must address one’s emotional comfort level, too. The
fact is, some people just don’t like any debt at all, regardless of the
financial or tax benefits provided. Having no debt helps them sleep better
at night knowing they do not owe anything and do not have outgoing cash
flow payments they must make every month. It’s peace of mind for them.
Therefore, looking at the situation holistically (not just financially), there is
not necessarily a single right or wrong answer applicable to everyone. 

We can help you work out the best way for you to proceed based on
your personal situation and comfort level.  Call us, we will work with
you to figure it out. 

A Checklist for When a Spouse or
Parent Passes

An overview of some fundamental steps when a loved one passes.

Learn More

Good Friendships & Relationships Improve
Our Life and Our Health

One of the lessons learned by the pandemic quarantine is just how
important friends and family are to our overall well-being.  We knew we felt
better when we all learned to zoom or group call, but there are real health
benefits to those relationships.  

When you have strong relationships with friends and family it means that
you have a center of strong social support, and that means you have a
reduced risk of many health problems including:

Stress
Heart disease
High blood pressure

It's also about quality not quantity.  You don’t need lots of friends, just a
few really good ones.  

http://www.mayoclinic.org/healthy-lifestyle/adult-health/in-
depth/friendships/art-20044860

In fact, people with strong relationships tend to live longer than people who
are more isolated.  One theory is that good friends and relatives help us
take better care of ourselves by encouraging us to live healthier lives and
jettison bad habits.  The benefits work both ways as both people in the
relationship help each other.  

http://www.health.harvard.edu/healthbeat/strengthen-relationships-for-
longer-healthier-life

So, now that we are able to visit each other in person (following all
guidelines, of course), let’s make sure we maintain those important
relationships.  
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