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Know the Differences between Simple and
Compound Interest
Don’t let your compound interest loans spiral out of control

When borrowing money, odds are you’ll be paying interest on that loan. It pays to know the
differences between simple and compound interest and how these can be advantageous or
disadvantageous for you in various situations, depending on the type of loan you’ve taken out.

Simple interest

Simple interest is based on the
principal amount, or original
borrowed amount, of a loan or
deposit. The interest amount
remains fixed throughout the
duration of the repayment period.
For example, if simple interest is
charged at five percent on a
$10,000 loan over a three year
period, the amount of interest paid
will be $500 each year, for a total of
$1,500. Common examples of
real-life simple interest loans are
car loans, which are easy to
calculate.

Compound interest

While simple interest lives up to its
name, compound interest is more complex. “Compound interest accrues on the principal amount and
the accumulated interest of previous periods; it includes interest on interest, in other words,” Steven
Nickolas explains in an article for Investopedia. If the $10,000 loan described above involved
compound interest rather than simple interest, the total interest paid after three years would be
$1,576.25 instead, as the interest owed each year is calculated based on the original loan plus the
interest paid in the previous year.

This also means that compounding interest scales significantly with frequent compounding periods,
potentially even more so than with higher interest rates. “For every $100 of a loan over a certain
period, the amount of interest accrued at 10 percent annually will be lower than interest accrued at
five percent semi-annually, which will, in turn, be lower than interest accrued at 2.5 percent quarterly,”
Nicholas writes.

Impact on loans

Odds are, financial experts or people you know have encouraged you to start saving for retirement
while you’re young. This isn’t only because you have more time to put more money into your
retirement if you do so, but also because compound interest enables you to save exponentially more
money by starting earlier.

The same is true in reverse when repaying loans. The earlier you start, and the more frequently you



repay a loan, the less money you will have to pay over the total period. In fact, it is highly encouraged
that you repay loans whenever possible, as debt compounded over the years can spiral out of control.

“Pay off debts quickly and pay extra when you can,” Justin Pritchard advises in an article for
TheBalance.com. “Paying the minimum on your credit cards will cost you dearly because you’ll barely
make a dent in the interest charges and your balance could actually grow.”

As with all loans, you should always seek the lowest interest rates you can find, but keep in mind that
even with a low rate, compound interest can quickly make a loan overbearing to repay if you just give
it the time. “If you have student loans, avoid capitalizing interest charges and pay at least the interest
as it accrues so you don’t get a nasty surprise after graduation,” Pritchard says. “Even if you’re not
required to pay, you’ll do yourself a favor by minimizing your lifetime interest costs.”

Compounding is a powerful force that can work for you if you invest early and regularly. If you are on
the less receiving end of a loan that has to be repaid with compound interest, you can save money by
paying it back early and increasing the frequency of your loan repayments.
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Adjusting Your Investments for Retirement
How to get your retirement portfolio across the finish line

The end goal of every hard-working American is a long, fruitful and well-earned retirement. If you are
still in the early stages of putting together your retirement portfolio or bearing down on the golden age,
there’s still time to make adjustments that can help put you in the position to realize that dream with
little or no stress.

Increase your contributions

The closer you get to the finish line,
the more you will want to make
sure you have sufficient savings
waiting there for you. If you’re
already meeting and exceeding
your employer’s maximum
contribution for matching, you’re in
the right position, but there’s still
room to increase your contributions
with each passing year.

Mint spokesperson Rich Heineman
tells NBC News’ Kelsey Butler that
a good place to start is with an
automatic escalation of 1 percent
every year. If you receive a pay
raise but already enjoy a
comfortable lifestyle, use that
increase to supplement your
retirement savings rather than letting it idle in your checking or savings accounts.

Reallocate your assets

It is likely that your retirement portfolio is target-based, which means it is aimed toward providing a set
amount of money for you to enjoy by the time you retire, rather than based on risk. If you want a
portfolio that will provide for you throughout your retirement, the Financial Industry Regulatory
Authority recommends finding a balance between growth investments and investments that produce
income.

The former are growth mutual funds and stocks that are projected to grow faster than the market
average. Financial professionals consider them important because they allow your retirement portfolio
to avoid issues caused by an increase in the cost of living brought about by inflation.
Income-producing investments are stocks that pay out dividends, certificates of deposit and bonds.
They are more consistent in their ability to produce money, providing the funds you need to live on in
retirement.

Asset allocation is a step that the FINRA recommends carrying out gradually and with the assistance
of a financial planner or investment professional.

Don’t live and die by the 4 percent rule



In 1994, financial advisor William P. Bengen concluded that a retiree aged between 60-65 would only
need to withdraw 4 percent of their portfolio in the first year of retirement and that they would need to
adjust that withdrawal each subsequent year for inflation. The 4 percent rule, confirmed in the popular
Trinity Study, has been an oft-relied upon rule of thumb to make retirees feel confident that they can
live off of their retirement funds for 30 years.

According to Jane Bennett Clark, the late Senior Editor at Kiplinger’s Personal Finance, today’s
financial environment instead suggests a 2.5-3 percent withdrawal to ensure that you have enough
money to last for a 30-year retirement. David Blanchett, head of retirement research at Morningstar
Investment Management, suggests that the 4 percent rule is a great place to start, but that you should
adjust and act accordingly when the market demands.

Whether you’re just getting your 401(k) together or reassessing your portfolio 10 years in, there is
room to improve your chances of a happy and stress-free retirement. Talk to your financial advisor and
learn what you can do to capitalize upon your retirement plan.
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After the Accident: Interacting with Another
Insurance Company
Navigating the risky scenario of communicating with the other
driver’s insurance carrier

If you’ve recently been in a car accident, the other driver’s car insurance company might try to get you
to give a statement. Discover the risks of talking about the crash with the other person’s car insurance
company, as well as a wiser strategy to pursue in this scenario, by following these tips.

Reasons not to talk 

After a car accident, your insurance
company will open an investigation
to determine which driver is at fault.
It will then assign an insurance
adjuster to the case. If both drivers
involved in the accident shared
fault, the adjuster will try to assign
a certain degree of fault to
whichever person was more at
fault, as HG.org confirms. The
other driver’s insurance company
will follow the same process.

The other insurance company
might call you soon after the
collision and ask you to provide a
statement. This often happens right
after the incident and before you’re
aware of the extent of your injuries,
as Neil Goodman, founder and co-owner of The Goodman Law Group, P.C., relates. The adjuster will
usually ask for a recorded statement about the accident and your resulting injuries. They typically
promise that this will help the insurance company complete the claims process more quickly; they
might also offer to settle your claim.

However, it’s common for the other insurance company’s adjuster to use the recorded statement
against you, as Enjuris.com articulates. In some cases, the adjuster might compare the statement
with what you told the police; if there are any inconsistencies, the company could deny the claim. In
other cases, if a trial is involved, the defense can cross examine you on the grounds of the statement.
Any inconsistencies with the statement and what you say in court will undermine your case.

One exception

There is one situation where it might help you to talk to the other insurance company, though: if the
car accident was a minor one and the other driver is 100 percent at fault. If the police report states the
other driver’s total fault for the accident, or if the police cited them, then it’s safe to proceed with
talking to the other party’s adjuster to escalate the claim’s resolution.

What to do instead



In the majority of cases, though, it’s in your best interest to remain silent after the police report.
Communicate only with your insurance company’s claim adjuster and rely on them to interact with the
other insurance company. Depending on the severity of the accident, you might also want to hire a
personal injury attorney to assist you in settling the claim. Per the Enjuris team, if your scenario
involves any of the following conditions, it’s worth hiring this type of attorney: medical treatments more
than $2K, missing more than 1-2 days of work/school, several people were injured, broken bones,
hospital stays and long-term health consequences.

As tempting as it might be to personally interact with the other insurance company, the adage “silence
is golden” is worth following in this situation. By speaking with only the police and your own insurance
carrier’s adjuster, you’ll help protect the legitimacy of your claim and increase the chance of a positive
outcome for the settlement.
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Top Accounting Challenges for Small Businesses
Tips for keeping your financial records organized

No matter what sector your small business is in, proper accounting is crucial to your success. There
are a variety of options you can choose from to help you manage your money, but none are
completely perfect. Consider these common challenges businesses like yours often face while
tracking financial operations and transactions throughout the year.

Cash flow                               

According to Alika Cooper, a
correspondent for Business.com,
about 82 percent of failed
businesses collapse because of
cash flow problems. That’s a broad
statistic, but what it means for you
is that you need to know where all
of your money is, who owes you
and what payments are due at all
times. There are certain costs —
like rent, utilities and insurance —
that you always need to be
prepared to pay on time. If your
business operates with invoices
and billing after providing a service
or making a purchase, you might
be hesitant to chase after
payments from customers.
However, you need to make sure
that accounts are settled on time and in full so you have the money required to keep the doors open
and lights on.

Budgeting

Like many businesses, you probably have several projects going on at once. These can be as simple
as arranging a new display in the store or as complex as a rebranding campaign. Company finance
expert Ivan Lavelle tells Bplans.com that one key to keeping projects on track is to assign them
budgets. The size of the budget will take care of two possible issues: determining how much you’re
willing to spend on a task and determining what scale you think it should be. Besides defining these
parameters, setting money aside for these developments will also make sure that you figure their
costs into your overall company financial plan down the road.

Reconciling your accounts

It’s very tempting to track your expenses and income in one place and rely on your own memory and
math skills to keep everything straight. However, Cooper points out that’s not wise when mistakes are
so easy to make. On a regular basis, it is essential that you review your transactions and compare
them to the ones recorded by your financial institution or point of sale to make sure everything
matches up. At the bare minimum, you should be doing these checks monthly. Cooper actually
recommends you review all accounting transactions at the end of your business day to ensure their



accuracy while the day is still fresh in your mind.

Relying too much on software

There are so many options in the world of accounting software, but don’t let the latest and greatest
programs lull you into a false sense of security. Padgett Business Services cautions that there is a big
difference between record keeping (what these programs actually do) and accounting. Depending on
your industry or the size of your company, there could be additional laws you need to be following
with your finances or tax deadlines you need to hit. While the software might help you in day-to-day
operations, consider hiring an in-house accountant or a firm to make sure your finances are where
they really need to be.

If you consider these common pitfalls and make an effort to avoid them, hopefully your business will
be more prepared for long-term operations. As always, if you’re unsure about the state of your
bookkeeping, call in the professionals for assistance.
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Adopt a Family

For these families, gifts and holiday extras just aren’t in the budget. So
again this year, our main branch staff donated lots of clothes and toys for
a needy family. The bank also donated a gift card so the family can buy
food for a holiday meal.  Michael Holton from our loan department led the
effort through our Harmon-Huwaldt project. For many of these children,
the only presents they will open on Christmas are the ones that are
donated.

Operation

Breakthrough just expanded their reach and will be able to serve 300 more children and their families
with their amazing new space across the street from their main building which is connected by a
bridge over Troost. It includes 10 special learning labs like robotics, digital media, and the arts and
much more. Here’s the story about the expansion from KMBC News . If you're interested in learning



more about how you can help Operation Breakthrough, check it out here.

Central Bank of Kansas City • 816-483-1210 • http://www.centralbankkc.com 

 



 

Holiday Traditions to Start with Your Family
Make new holiday memories with these family traditions

The holidays are a great time to be with family, and part of the fun of the season is yearly family
traditions. The simplest acts of togetherness, from preparing food to decorating as a team, can be
exceptional tools to forging strong relationships and growing closer with members of your family. 

Making cookies

Baking cookies is one of the
best-known classic holiday
traditions not just because the end
result is a delicious snack, but
because it is a task that the whole
family can get in on. If you choose
the right recipe like gingerbread or
sugar cookies, you can enlist your
children to help make the dough,
roll it out and cut it into shapes
using safe cookie cutters. Once
the freshly baked cookies come out
of the oven, you and the kids can
decorate them before distributing
them amongst your family. This
doesn’t just give your kids a sense
of pride and accomplishment, but it
allows you to create memories that
they will carry with them to the day
where they have children of their own, too.  

Holiday lights

Bright and festive light displays are a big part of the holiday season. If you like to adorn your home in
lights to celebrate, you and your family can take an afternoon and put together your own light display.
You’ll want to ensure that all of your lights and equipment are safe and up to snuff and leave the
simpler tasks to the little ones while you handle stringing lights in high places. There is also the
tradition of going out to see the lights with your family. Everything from downtown areas to zoos hold
light displays during the holidays, which means you can gather up your family and head out for an
evening of looking at the lights and enjoying hot chocolate.

Present hunt

Shake up the yearly gift-giving by turning the traditional opening of presents into a fun game. Hide a
present for each of your family members and leave a clue to its location in an envelope. To add an
extra layer of excitement, you could do this with one gift for each person and stage it as an after-dinner
and before-bed activity the night before the holiday proper. If you want to be more elaborate, you can
extend it to every gift and turn present-opening into a full-blown scavenger hunt.  

Special holiday dinner

Sometimes all you need to make great holiday memories is a special meal. A holiday dinner with all of



your family is as key a part of the celebration as any, and while tradition tends to dictate a certain kind
of meal, you could opt instead to do something that is more in line with your personal preferences.
Instead of roasting a turkey or baking a ham, you could instead treat your spouse to a homemade
beef Wellington. If you have a particular affinity for Indian food, you could try your hand at making your
favorite dishes at home. This effectively creates a personal spin on a well-worn tradition, one that your
kids may be inclined to pass down to their own children.

The best part about holiday traditions by far is spending time with your loved ones. Whether you
decorate a tree with your family, invite friends over for eggnog and a gift exchange or just sit down
with your significant other for a large cheese pizza and a holiday movie marathon, you can create a
holiday tradition that will stand the test of time and live on in your memories.  
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How to Set Attainable Goals for the New Year
Setting goals that you can achieve in 2019

Making resolutions is a tradition for many people who want to start the New Year off fresh and
focused. Whether you’re determined to revamp your eating habits, get in shape, start a new business
or pursue a new passion, the best way to achieve your resolutions is to break each one down into
small steps.

Be honest

You’ll have a better chance of
reaching your goals if you set goals
or resolutions you’re truly
interested in achieving. Don’t let
other people’s expectations or
opinions distract you, warns Tami
Forman, Forbes contributor and
executive director of the nonprofit
Path Forward. She suggests
penning an extensive list of
everything you think you want to
achieve and zeroing in on the
goals that truly motivate you.

Be strategic

Although a year is a serious
amount of time, it’s not infinite. If
your list of goals is too long or
requires too many changes at once, you’ll be setting yourself up for defeat. According to the American
Psychological Association, focusing on altering one behavior, habit or thing in your life at a time is a
more proactive way to reach your goals.

Be smart

Once you have your list of goals, projects or resolutions, you can define each of them even further by
applying the S.M.A.R.T method. Introduced decades ago, S.M.A.R.T defines each goal as specific,
measurable, attainable, realistic and timely. Goals that are broad, completely out-of-reach and lack a
set deadline will reduce the likelihood of achievement. You’ll feel overwhelmed by the magnitude of
lofty goals, which will quickly deflate your will to follow through on your ambitions.

Be social

Although your goals are personal, the APA suggests that you consider joining a support group or
sharing your goals with trusted friends, colleagues or family members. This way you have a network
with which you can share your progress, both positive and negative. If you have people who will hold
you accountable, you will be more likely to see your goals through.

The APA also suggests reaching out for professional help when you suspect you won’t be able to
reach your goals on your own; a psychologist can help you connect your thoughts and actions. If your
goals are health-related, a nutritionist can advise you on smart eating plans while a personal trainer



can instruct you on the proper way to exercise. If your goal is focused on your career or money
management, seek out a certified counselor or financial consultant who can guide you.

Be dedicated

Writing down goals, sharing them with friends and seeking knowledge will only get you closer to your
goals if you do the work consistently. According to Elizabeth Scott, author of “8 Keys to Stress
Management,” you must post your goals where you can easily see them to remind yourself of what
needs to be done. Complement this by undertaking habits that correlate with and get you closer to
your goals, even if it means breaking old habits you’ve fallen into.

Be kind

Changing a behavior or incorporating something new into your life are real challenges. To keep you
striving for your goals, celebrate the victories along the way. Don’t dwell on the missteps or failures;
choose instead to learn from them and use that knowledge to propel you forward.

By breaking down your New Year’s resolutions into attainable goals, putting a plan into place, staying
focused and accountable to yourself and others, your 2019 will be filled with well-deserved successes.
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