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Advertiser Disclosure Many or all of the products listed here are from partners who compensate us. This may affect the product we are writing, and where and how the product appears on the page. But this doesn't affect our assessment. Our opinion is our own. What is the basis for mortgage rates? This is
because mortgages are packaged as bundles of securities and sold in the bond market. Global news events and national news events steer bond prices up and down, and mortgage rates move as well. NerdWallet's daily mortgage rate is the average annual rate published at the lowest point from the
sampling of major state lenders. APR estimates reflect interest rate plus points, fees and other costs and provide the most accurate view of the costs borrowers may pay. Get answers to questions about mortgages, travel, and finances for peace of mind. Will interest rates rise? The Federal Reserve
lowered short-term interest rates by a percentage of a percentage in July and September. A decline in short-term interest rates will not necessarily have an immediate impact on long-term mortgage rates, but long-term interest rates will have to decline over time. Mortgage rates are most likely to move
higher in response to good economic and political news and lower in response to bad news. The Fed is loosening its money supply because of fears of unwanted inflation and slowing economic growth. How does the credit score affect the rate? Lenders call it risk-based pricing. The higher the credit score,
the lower the risk of defaulting on the loan, so you can get a better interest rate. The lower the credit score, the higher the interest rate. MORE: Mortgage rates and credit scores: Don't make a mistake of What is APR? APR (yearly rate) is used to compare the true cost of borrowing money. APR is based
on interest rates and includes mortgage origin fees and discount points to show all the costs of getting a loan. For example, if you make a monthly mortgage payment calculated at 5% interest, your APR may be 5.25% due to prepayments or ongoing fees. Details: What is APR and how does it affect
mortgages? APR estimates reflect interest rate plus points, fees and other costs and provide the most accurate view of the costs borrowers may pay. Money Market and CD Interest Rates CD Interest Rates Compare the Best CD Interest Rates Available CD Interest DetailsBest CD Rate, Updated Monthly
Money Market vs CD Best Money Market Account Source: Federal Deposit Insurance Co., Ltd. The data is based on a simple average (using annual yield) of rates paid by all insured deposit institutions and branches available. The data used to calculate the rate for the country is collected by RateWatch.
... Money Markets and Deposit Certificates are based on a non-jumbo account and a product layer of non-jumbo accounts of The account types and maturities listed in these tables are most commonly provided by banks and branches with data and have been reported to more than 45,000 locations and
up to 81,000 locations. The deposit rate of the credit union is not included in the calculation. Skip to the header Ryan skip to the skip footer to the main content: Interest rates are interested? The way they move affects not only the economy, but also your portfolio. John Wagner, Senior Associate Editor at
Kipinger, will join us and teach you how to do it in the main segment. In today's show, Sandy and I work on the despicable rates we make up during our holiday trip, and I get in touch with my inner child in the discussion about retirement accounts. It's all ahead in this episode of your money's worth. Stick
around. Ryan: This is worth your money. I'm Ryan Armey, a staff writer for Kipinger. She is Sandy Brock, senior editor. And Sandy, I'm going to try and switch intros. Many people like to travel on holidays, and these days more and more travel means hidden charges. Sandy: Yes, Ryan, and I was very
aware of this this weekend when I flew to Detroit for a wedding. Fortunately, we have a brand credit card, so we take a break from the bag fee. Otherwise, we'll probably pay 25 dollars to check our bags, otherwise I really like you because you get involved in a plane brawl with other people trying to hide
your stuff in the compartment above your head. Ryan: That's right. So let's talk about it for a second. Baggage charges are on the increase. On most major airlines, they charge you for checked baggage and on some budget airlines, they're going to charge you well to carry bags. When searching for
flights, you can switch between the features that allow you to compare flights based on the total price, including baggage charges, using sites such as Kayak and Google Flights. Sandy: That's right. And another fee that these sites might be able to flag for you is the fee for getting a specific seat that we
ended up paying. Many airlines will now be charged extra to give you a seat assignment. Now you can give up that fee, but when it happens, you are very likely to end up in the middle seat between the two line backers. Ryan: Right.Sandy: Or worse, the flight I was coming home on is overs booked and
you know the first people who bump into you, not for a lot of money, peopleI have a seat assignment. So I think this is a annoying fee, but it's probably worth it in some cases. You need to consider this when you know how much this flight will cost. Ryan: That's right. And you mentioned a brand credit card,
but it probably doesn't help you with regard to your seat assignment, but as you said, it can really help you with regard to bag charges. For example, if you like flying Delta, it may make sense to get an Amex Gold Delta SkyMiles card, for example. That way, you can wad your baggage fee when you
purchase a flight for that airline through that card. Sandy: That's right. Some of these brand cards have annual fees, but if you check your bag flying twice with your spouse, children, etc., it's worth paying that fee. Again, you have to do a little math, but I think this is an inevitable fee. Ryan: And the only
really, really avoidable fee for airlines is that many of them charge a booking fee or some people call it a person fee. Basically, if you have to talk to a real person to book a ticket, such as calling an old school to book a ticket, you will be charged an additional fee. Sandy: That's right. Sandy: Shout to a
man we don't remember. Ryan: He's like Anthony Boudin at the hotel. It's like a hotel secret. Anyway, he gave me a great rule. It's a little far from Kipinger's book. I think it actually made it into a magazine, but it's a little sheathy. So let's say you go home for a vacation, you were planning to stay at a hotel,



but things opened and you decided, okay, we're going to stay with my parents-in-law. If you get too close to your reservation, most hotels will charge a cancellation fee. So here's the trick. Ryan: You called and said, Listen, the meeting I was supposed to go to came back a month later. Could you return
my reservation a month in advance? Thank you very much. Make sure they put it back and call another time to get another person, cancel and avoid that cancellation fee. Really, I have everything out there, so I'll put that article in the show notes. I don't know if this was an article, but he said, Don't pay for
the minibar. Just tell them you didn't use it and they'll start taking it off before you even give an explanation. Ryan: Did you rent a car when you traveled to Detroit? Ryan: Well, but are there some fees related to car rental? Ryan: Yes, one of the really common things is airport charges and airport taxes.
You're going to pay a lot to pick up and unload the cars you get from the airport. So once again, you have to do a little bit of ourMathematics may be cheaper to rent from an off-site location at an airport outside a certain radius to charge its fees or taxes. There may be shuttles to many where you can go,
and otherwise it may still pay to take a taxi there. Sandy: So, if you don't pay the airport fee and you're like me and you have a million relatives, maybe you might be able to drive you into it, but car rental can really add up and what you can do to reduce costs will really add to your earnings. Ryan: Well,
yes, and another thing to add up is the various coverage they offer. Sandy: So, if you use that credit card to rent a car, you need to check out in advance because some of your insurance may be covered by your credit card. Some of them may be covered by your own car insurance, but there are things
that aren't covered and you don't want to find them after an accident. So, I would say that you should probably sit down before going to the counter because they are trying to try and sell all kinds of insurance plans they have. Ryan: That's right. Therefore, for the type of collision damage exemption, the
credit card may cover some of it, and personal car insurance may cover some of it, but CDW may cover fees that your policy and credit card may not pay, such as the loss of royalty, as it is called. So that's what people think should be considered. For liability insurance, please check the automobile
insurance. If it's up to a vehicle you don't own, it's probably covered. Sandy: And the last thing we wanted to talk about, Ryan, I understand that you are planning to travel abroad during the holidays. What should I ask for in terms of foreign transaction fees? So if you're traveling abroad, there are really two
things you can do. I'm going to Go to Madrid and Lisbon in the New Year. I'm going to go to the party. If you are going to take out cash abroad, your bank may charge two to three dollars per drawer. So if you need in Capital One, it's worth considering opening a small bank account. Capital One 360
account, Charles Schwab, they will waci the fee. Ryan: When it comes to credit card transaction fees, foreign transaction fees can be charged between 1% and 3%, which is what we want to avoid. So there are some cards that will give up that fee for you. Capital One Card, Discover Card, they are what
people always talk about. And The Barclay Card Arrival Plus, which is a MasterCard, I think those fees will also be waived. Sandy: Okay. That's good, Ryan. Have fun in Madrid. Ryan: Oh, you have no idea. When we come back, one of Kipinger's markets will break down interest rates in and out. Don't go
anywhere. Ryan: Before we get inside of usA simple programming note with John. Since the record, Kipinger has now forecast two rate hikes in 2019 instead of three. With that in mind, enjoy the podcast. Welcome back. We are here with senior associate editor John Wagner, who writes about investing
here in Kipinger's personal finance magazine, and today we are talking about interest rates. Thank you for coming, John John: Hey. Thank you for having me. Ryan: Like a reminder to listeners, the Federal Reserve manages short-term interest rates and most people know that they are gradually rising.
What does the rate of increase mean for investors, savers, borrowers and John? They expect another fourth of the points to be raised by the end of this month. For savings and borrowers, it actually means making money in cash. For investors, this means that stocks will increase competition from bonds
and bank CDs. Ryan: So why is the Fed now raising interest rates and what do you expect in 2019? First, we want the economy to overheat and not create spiral inflation, and we want to have ammunition to stimulate the economy in the next recession. Kipinger expects three more rates in 2019, but Fed
Chairman Powell recently pointed out that he thinks interest rates are well close to the target. So when the economy rolls in, we may review it as new data. Sandy: John, what does the current interest rate picture mean for the market and the economy as a whole? John: That's right. In general, higher
interest rates mean companies pay more for loans that effectively reduce profits, and that means less investment in people, plants and equipment. Similarly, it means that an individual has to pay more for a loan from a credit card to a mortgage. Over the past 12 months, interest rates on fixed mortgages
over the past 30 years have declined from 3.9% to 4.81%, and affordable housing prices have been low. Sandy: It sounds like it's not a great thing for people who borrow money. It sounds like it's better for people who save money to save in a safe place. John, in this story about rising interest rates, what
do people do with regard to portfolios and what adjustments do they need to make? Normally, if you lock up money overnight, you can get a lower return than if you locked up for five years. But now, the difference between locking up your money for two years and locking up your money for ten years is
about one-tenth of a percentage point. So keeping your maturity very short is really your advantage. In fact, you can probably do it as well.A market savings account or money market fund as much as possible on a two- or five-year CD. Therefore, it is better to keep interest rates shorter, and if interest
rates rise, you can reinstate at a higher rate later. Ryan: So to clarify a few things we talked about there. Therefore, saying that the rate is flat usually means that there is not much difference between the short-term rate and the long-term rate because you usually receive more rewards to lock the money
longer. But that's not the case now. John: That's absolutely right. Again, if one thing to think about is considering selecting between bond funds that move up and down at interest rates and money market funds that are not, you might think that money market funds will save your assets, give interest, and
not go down, and bond funds will go. You shouldn't throw out any bond funds because they have a good part in a diverse portfolio. But now given the choice, the cash looks pretty attractive. Ryan: That's right. That flatness we talked about is really .. We talked about yield curves. Therefore, the normalized
yield curve means that there is a gap between short-term and long-term interest rates, and the flats are pretty close to them. And there is another version that is headed for what is called a reverse yield curve. What is it? Wall Street sees it as a very bad omen and is like saying Bloody Mary three times in
front of a mirror. It almost always stays ahead of the recession. It doesn't guarantee it, but it's a bad sign. This means that people think they should receive more rewards to keep money in the short term than in the long run. They feel that things are more dangerous in the short term than in the long run.
Sandy: John, does the fact that interest rates are flat, even if there is no reverse yield curve right now, sounds like it's raising concerns that it's going to recession? That means, first of all, we're pretty close. It won't take long to knock us to the reverse yield curve. It also means that traders are worried that
the economy will slow down as the long end falls, interest rates fall, and the long end falls. When the economy is really hot, interest rates will rise because people can ask for more money for loans. When interest rates go down, they lower interest rates to attract borrowers, and that seems to be happening
now. Ryan: So we'll shift the gear a little bit. We talked about what this means to people who see the market, but what about people who know everyday people? I took it out. I went to college in 2009, so this is when the interest rate was practically nothing back, I still feelThere's virtually nothing. John:
Yes. You're probably most people too, the bank is really like that. In fact, I think I've earned 14 cents in the past three years looking at my favorable checking account and I believe it will be fully taxable. So it's a really bad deal. But you can go online and get a much better deal from an online bank. They
save money and they don't have to pay the teller because they don't have the presence of bricks and mortar. You can get like two and a fourth for a money market account which is a really good deal. You can take out your money at any time, it's FDIC insurance. And if you want to go out a little longer,
maybe a year or two, you could approach 3%. But I won't go out any more. You won't receive much more rewards and if the rate continues to go up and you have a short-term investment, you can roll over at a higher rate later. Sandy: Ryan, in our December issue, we have some list of top yield savings
accounts and CDs, and some one-year CDs again show that this is mainly online and you can earn up to 2.7% in some savings and money market savings accounts. Some of these online banks pay more than 2.5%. These accounts have FDIC insurance, so there is no risk of investing. You must be
aggressive. Banks rely on you for laziness and they make a lot of money from inertia. But if you want to set up an account and move the money, you can earn hundreds of dollars a year depending on the size of your account. So why don't you do it? Right. Why not do it, frankly I feel a little seen. John,
wrap it up a little bit. I think interest rates will come out on CNBC or whatever your financial ticker. When looking at interest rates, what should people be aware of and how should they react? The first is the Federal Reserve, and we should see their movements like hawks. When they come out with the
minutes of the meeting and announce a new rate hike, or if not, it's a big problem. People watch the Fed minutes like the people who were standing on the parade ground at the Russian military parade were watching. They will analyze it really carefully. You can see some very good commentary about it.
If the Fed appears to be intending to continue its rate hike campaign, it will get more in the next year or so, so it is necessary to stick to money funds, short-term investments in one-year CDs. John: The other is the bond market. They are basically .. They are happy only when it rains. Bond markets make
money when the economy slows and interest rates fall. Therefore, if interest rates continue to fall, if 10-year interest rates continue to fall, 10-year treasury interest rates will continue to fall, and the general consensus on Wall Street means that the outlook is not very good.You should think about what
other investments are doing. Stocks don't like such an environment. The only environment that really works well in an environment of low interest rates is bonds, which is a long-term interest rate environment. But if interest rates continue to rise, it means that the economy is happy, people worry about
inflation that only happens in a very active and robust environment, and you can really see stocks more than bonds. John: But keep an eye out for both of them. Keep an eye on the Fed and keep an eye on long-term interest rates. Basically, the higher the short-term interest rate, the more the Fed will try
to put a brake on the economy. The lower the long-term interest rate, the more the bond market thinks the Fed is going too much. Ryan: All right. I have a march order. Are you satisfied, Sandy?Sandy: Yes, I am. Ryan: Okay.Sandy: I'm going to pay off my credit card. Ryan: Thank you, John. When we get
back, I'll go back to kindergarten for a retirement account explainer. To know what it means, look forward to it. Ryan: Well, before we went, we wanted to introduce a new segment. I was talking with my roommate about the last episode everyone should listen back to, but I did a segment of FSA and I was
talking to him about it, and he said, What is FSA? I like the flex account. I said. He said, Well, what is it? Ryan: And I thought we should semi-regularly. In Reddit, they call it I explain like five people. And in the end, we want to make it into a mail bag segment. So if someone in your listener has a monetary
question that you were afraid to ask because you thought they were too basic, please send them to podcast@kiplinger.com. But in the meantime, I blew away all my questions. In a group chat with all my Goon friends in New Jersey, I said, What do you want to learn about personal finance? And you might
even get on a podcast. Ryan: What's the difference between Ross 401(k) and traditional 401(k)? Sandy: And a beard. Ryan: And a beard. But Sandy, you're going to explain to me like I'm five years old. So, in general, what is 401(k)?Sandy: Well, 401(k) is generally the most common method and the
easiest way to save for retirement. All salaries, specific details of your salary, accounts that will be invested for your retirement, enter before tax. Most companies are not taxed, in line with their contributions, so lower taxable income, start early and grow and hopefully retire comfortably. Ryan: How does
the traditional 401(k) work?and how is it different from Roth 401(k)? Your contribution is after tax, so you're not going to get this big, immediate tax cut from puting money into Roth 401(k). But it's justIn the case of a traditional loss where you usually invest on your own, this money will be tax-free and your
earnings will be tax-free and all your drawers will be as long as you have an account for five years as long as you wait until you are 59 and a half years old. And all the revenue you've accumulated will never be taxed. Ryan: So, in that case, if you use Roth 401(k), who will benefit the most? Many financial
planners say young people benefit the most when they are young. For two reasons. One is that the tax cuts you get from the traditional 401(k) are worthless if you don't make a lot of money, if you don't make a lot of money, your tax rate isn't very high. Ryan: Right.Sandy: So tax cuts are not so valuable to
you. But another great advantage is that since you are young, you have all these years to make that money grow and tax-free. The IRS never touches it, so you get real profit and tax-free growth of time, so you don't have to worry about paying taxes on that money when you retire. Ryan: So I hear that my
five-year-old brain is going to make more money in the long run with Ross because it's growing tax-free. Is there those who are better to stick to the traditional kind? This is 2019 if you are over 50 years old, you can basically invest up to 401(k), or %25,000.00. We recommend that you split it up a little bit.
If you have the option and not all companies offer Roth 401(k), if you have that option, it's a good recommendation to put some in both because the tax cuts are really great. I'm paying my own taxes, but I'm really aware of the benefits of having this amount we put in 401(k)s. You may also lower your
adjusted gross income and qualify for what you want. Sandy: For example, if you have reached a threshold of qualifying for health insurance subsidies through the exchange of affordable nursing care laws, you may be as low as you put money in 401(k) and receive a subsidy. There are all other types of
tax cuts and benefits tied to adjusted gross income. In that case, it will really pay off to put at least some of your money in 401(k). Sandy: I think you'll split the difference. Put some in Roth 401(k) and benefit from tax-free growth, put in the usual 401(k) and now get the benefits of tax cuts. Ryan: Well, in the
usual traditional 401(k) is basically like you can shave money from the top of what you're doing now? Especially now, when most people claim the standard deduction, this is the only really big tax cut that many people get, and that's the easiest thing to argue. Ryan: But in the long run, let's say I'm not five,
IIf I'm trying to make as much money as I can, I'm probably in Los Angeles, right? One of the things we talk about a lot is that we talk all the time about diversifying your portfolio investments. However, the diversification of taxes is also valuable. And it's what puts some money into Roth 401(k) and put
some money into the usual 401(k) gives you the diversification of taxes you want when you retire. Ryan: Well, it all sounds great, but no one is like my friend from Jersey. What happens if your employer doesn't offer Roth 401(k)?Sandy: That's the problem, these are pretty new products, and many
employers, especially smaller products, don't offer them. But unless you make too much money, if the threshold from a normal Roth IRA investment is quite high, there's nothing to stop you. It's basically to raise money through a loss, brokerage, or mutual fund company you've set yourself up for. Having
the same advantages, you can not put as much as possible on Roth 401(k), but you can put in thousands of dollars. And again, that money will be tax-free until you retire. And the really great thing about the usual Roth IRA is that you can always draw out the amount of your contribution without paying
taxes or penalties. You shouldn't grow that money for retirement, but if there's an emergency, you can always draw out the amount of your contribution. Sandy: And it's a great perk to these accounts that other types of retirement savings plans don't offer. Sure, if you don't have Roth 401(k), you'll go out
and put extra money into Los Angeles and thank you for the fact that when you retire, you don't have to pay taxes and have this account. Ryan: All right, that's all great, Sandy. I think we explained it. Gordo, I hope it's good. Sandy: Gordo.Ryan: Yes. Sandy: Invest in Ross, Gordon Ryan: And, as I said, if
someone out there has a financial question they want to explain, please write to us on Podcast@Kiplinger.com. Thank you for listening. Ryan: That's it for this episode of your money's worth. Visit kiplinger.com/links/podcasts for show notes and more great Kipinger content on topics discussed in today's
show. You can continue to connect with podcast@kiplinger by emailing us on Twitter, Facebook, or Twitter.com. If you like the show, don't forget to rate, review and subscribe to your money's value anywhere you get your podcast. Thank you for listening. Election 2020: Joe Biden's taxes The tax system
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