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SHOULD YOU PAY OFF YOUR MORTGAGE OR INVEST?
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Owning a home outright is a dream that many Americans share. Having a mortgage can be a huge burden and 
paying it off may be the first item on your financial to-do list. But competing with the desire to own your home free 

and clear is your need to invest for retirement, your child’s college education, or some other goal. Putting extra cash 
toward one of these goals may mean sacrificing another. So how do you choose?

Evaluating the Opportunity Cost
Deciding between prepaying your mortgage and investing your extra cash isn’t easy, because each option has 
advantages and disadvantages. But you can start by weighing what you’ll gain financially by choosing one option 
against what you’ll give up. In economic terms, this is known as evaluating the opportunity cost.  Here’s an example. 
Let’s assume that you have a $300,000 balance and 20 years remaining on your 30-year mortgage, and you’re paying 
6.25% interest. If you were to put an extra $400 toward your mortgage each month, you would save approximately 
$62,000 in interest, and pay off your loan almost 6 years early.  By making extra payments and saving interest, you’ll 
clearly be gaining a lot of financial ground. But before you opt to prepay your mortgage, you still have to consider 
what you might be giving up by doing so--the opportunity to potentially profit even more from investing.  Keep in 
mind that the rate of return you’ll receive is directly related to the investments you choose. All investing involves risk, 
including the possible loss of principal, and there can be no assurance that any investment strategy will be successful. 
Investments with the potential for higher returns may expose you to more risk, so take this into account when making 
your decision.

Other Points to Consider
While evaluating the opportunity cost is important, you’ll also need to weigh many other factors. The following list of 
questions may help you decide which option is best for you.
What’s your mortgage interest rate? The lower the rate on your mortgage, the greater the potential to receive a better 
return through investing.
How long do you plan to stay in your home? The main benefit of prepaying your mortgage is the amount of interest 
you save over the long term; if you plan to move soon, there’s less value in putting more money toward your 
mortgage.
Do you have an emergency account to cover unexpected expenses?
Are you currently paying mortgage insurance? If you are, putting extra toward your mortgage until you’ve gained at 
least 20% equity in your home may make sense.

The Middle Ground
If you need to invest for an important goal, but you also want the satisfaction of paying down your mortgage, there’s 
no reason you can’t do both. It’s as simple as allocating part of your available cash toward one goal and putting the 
rest toward the other.  And remember, no matter what you decide now, you can always re-prioritize your goals later to 
keep up with changes to your circumstances, market conditions, and interest rates.

FOUR MONEY MISTAKES YOU MAY BE MAKING

 

No matter what’s happening in the economy as a whole, avoiding these four money mistakes can 
help you survive — even thrive — in any economy.

MISTAKE NUMBER 1: 
You regularly make unnecessary purchases. 
We all like to treat ourselves now and then, but frequent unnecessary purchases can clutter our lives, and 
sting our wallets. Don’t let excessive consumerism hurt your long-term financial health.

MISTAKE NUMBER 2: 
You only save what’s left over. 
If you only save what’s left over every month, it’s time to flip your approach. The goal is to save first, then spend 
what’s left over, not the other way around. Get back to basics by creating a budget. Then, to put yourself on 
a more disciplined savings course, consider having a fixed amount taken out of your paycheck automatically 
each pay period, or set up monthly automatic transfers from your checking account to a savings or investment 
account. By making regular savings a habit, even small amounts can add up over time.

MISTAKE NUMBER 3: 
You jump on the bandwagon. 
Do you let economic news — good or bad — dictate your actions? Do you make investment decisions based 
on what everyone else is doing? Unless you’re basing your decisions on your own needs and circumstances, 
you can’t be sure you’re doing what’s right for you. Instead of following the crowd, take a proactive — rather 
than reactive — approach to your finances. Review your own financial goals, risk tolerance, and investment 
preferences, then block out the noise of what others might be doing.

MISTAKE NUMBER 4: 
You don’t ask for help. 
Even if your finances are in good shape, you may be overdue for a checkup. A financial review can be important 
any time, but especially during periods of market volatility. We can help you review your options. 
Don’t let small mishaps affect your long-term financial health. 

Take steps now to avoid these four money mistakes.
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1. Congress made Independence Day an official unpaid holiday for 
federal employees in 1870. In 1938, Congress changed Independence 
Day to a paid federal holiday.

2. Only John Hancock actually signed the Declaration of Independence 
on July 4, 1776. All the others signed later.

3. The Declaration of Independence was signed by 56 men from 13 
colonies.

4. The average age of the Signers of the Declaration of Independence 
was 45. The youngest was Thomas Lynch, Jr (27) of South Carolina.  The oldest delegate was Benjamin 
Franklin (70) of Pennsylvania. The lead author of The Declaration, Thomas Jefferson, was 33.

5. The only two signers of the Declaration of Independence who later served as President of the United 
States were John Adams and Thomas Jefferson.

6. The stars on the original American flag were in a circle so all the Colonies would appear equal.

7. President John Adams, Thomas Jefferson and James Monroe all died on the Fourth. Adams and 
Jefferson (both signed the Declaration) died on the same day within hours of each other in 1826.

8. In 1776, there were 2.5 million people living in the new nation. Today the population of the U.S.A. 
is 316 million.

9. The first Independence Day celebration took place in Philadelphia on July 8, 1776. This was also 
the day that the Declaration of Independence was first read in public after people were summoned by 
the ringing of the Liberty Bell.

10. Every 4th of July the Liberty Bell in Philadelphia is tapped (not actually rung) thirteen times in 
honor of the original thirteen colonies.

UPCOMING EVENTS
MORE DETAILS COMING SOON!

SEPTEMBER:
Client Appreciation Dinner

NOVEMBER:
Holiday Crafting w/ Banner Flower House
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We hope you had a
happy and 
safe Fourth
of July!

THANK YOU TO EVERYONE THAT JOINED US 
FOR THE JACKRABBIT GAMES!!

IT WAS GREAT SPENDING TIME WITH YOU!!


