Please note: This is a transcription so there may be slight grammatical errors.

Tyler Chestnut:

When you purchase assets like a house or a car, it's important to understand how the value of those
assets might change over time. This is called appreciation and depreciation.

Appreciation means an increase in value over time. There are many reasons why assets might
appreciate. A big one is increased demand where something becomes more valuable simply because
more people want it. Another reason is scarcity. Things become more valuable when they are rare.
Appreciation is like planting a tree and letting nature take care of it. As years pass, the rain and sun will
make it grow, even if you do nothing. Depreciation is the opposite, a decrease in value over time.
Depreciation happens to almost all physical objects like cars, electronics, computers, and mobile
phones. That's because these assets have a limited lifespan before they need to be replaced. They
decrease in value because they experience wear and tear, and because newer, better versions of those
products come along. The two most common high value assets that people will purchase are homes and
cars. Almost all cars will depreciate, but new cars tend to depreciate the fastest because they instantly
become used cars as soon as you drive them off the lot.

Real estate properties like homes or land are likely to appreciate over time, although the specifics will
depend on location and condition. If the value of your home increases because you renovated it, that's
not appreciation. Keep in mind that just because an asset appreciates, that does not necessarily mean
you will benefit from the increased value. For example, a home that has appreciated since you bought it
only means more money for you if you choose to sell or refinance. Another thing to understand is that
using debt to purchase depreciating assets, for instance, taking out a loan to buy a car can sometimes
complicate your financial situation. If the depreciation on that asset happens faster than you can pay off
that debt. When purchasing assets, it's useful to understand these general principles. For more insight
on exactly how appreciation and depreciation can affect your financial picture, call CAPTRUST. You'll
appreciate how we can help.

Disclosure: CapFinancial Partners, LLC (doing business as “CAPTRUST” or “CAPTRUST Financial Advisors”)
is an Investment Adviser registered under the Investment Advisers Act of 1940. However, CAPTRUST
video presentations are designed to be educational and do not include individual investment advice.
Opinions expressed in this video are subject to change without notice. Statistics and data have come
from sources believed to be reliable but are not guaranteed to be accurate or complete. This is not a
solicitation to invest in any legal, medical, tax or accounting advice. If you require such advice, you
should contact the appropriate legal, accounting, or tax advisor. All publication rights reserved. None of
the material in this publication may be reproduced in any form without the express written permission of
CAPTRUST: 919.870.6822 © 2023 CAPTRUST Financial Advisors



