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Key Wealth Institute

The Key Wealth Institute is a team of highly 
experienced professionals from across wealth 
management, dedicated to delivering commentary 
and financial advice. From strategies to manage 
your wealth to the latest political and industry 
news, the Key Wealth Institute provides proactive 
insights to help grow your wealth.

Companies and individuals should regularly reassess their 
spending and investment decisions to deal with changing 
economic factors.

Elevated interest rates and credit costs have far-reaching 
implications for both businesses and individuals. As 
interest rates increase and borrowing costs rise, the 
economic landscape undergoes significant 
transformations. Because of this, it is important to be 
aware of the challenges both businesses and individuals 
face and consider potential strategies to navigate this 
evolving financial environment.

Impact on Individuals

Cost of borrowing: Rising interest rates affect the costs of 
borrowing, including mortgages, auto loans, and personal 
loans. As borrowing costs increase, individuals may face 
higher monthly payments. This can limit their ability to 
make significant purchases such as buying a home or 
financing education.

Debt servicing and financial planning: For individuals 
carrying debt, elevated credit costs can create challenges 
in debt servicing. Higher interest expenses on existing 

loans can strain personal finances, making it crucial for 
individuals to reassess their budgeting, evaluate debt-
repayment strategies, and undertake long-term financial 
planning.

Savings and investments: Rising interest rates can have 
mixed implications for individuals’ savings and 
investments. On one hand, higher interest rates may result 
in increased returns on savings accounts including 
certificates of deposit. On the other hand, other 
investment options such as bonds or real estate may 
experience price declines because of the inverse 
relationship between interest rates and their value.

Retirement planning: Individuals planning for retirement 
may face challenges due to elevated credit costs and 
rising interest rates. The returns on conservative 
investment vehicles, such as bonds or fixed-income 
instruments, may be impacted. This necessitates a review 
of retirement investment strategies to ensure adequate 
growth and income generation in an environment of 
changing interest rates. 

Impact on Businesses

Increased borrowing expenses: Elevated credit costs and 
interest rates directly affect the cost of borrowing for 
businesses. Higher interest rates typically result in 
increased interest expenses, potentially reducing 
profitability and limiting resources for expansion, research,
and development. Businesses may also face challenges in 
accessing affordable credit, potentially affecting their 
growth.
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For more information, please contact your advisor.

KeyBank and its affiliates do not provide legal advice. Individuals should consult their personal tax advisor before making any tax-related investment decisions.
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Impact on investments and capital expenditures: Higher 
interest rates influence business investment decisions and 
capital expenditures. Higher borrowing costs may 
discourage companies from making significant 
investments or pursuing expansion plans. Businesses 
need to carefully assess the financial viability and return 
on investment of new projects in the context of increased 
credit costs.

The effect on consumer demand: Higher interest rates 
can affect consumer demand for goods and services. As 
borrowing becomes more expensive for individuals, their 
purchasing power decreases, leading to potential declines 
in consumer spending. Reduced demand can have a 
cascading effect on businesses, particularly those 
operating in sectors heavily reliant on consumer 
discretionary spending.

Exchange-rate impact: Elevated credit costs and interest 
rates often influence currency exchange rates. Businesses 
engaged in international trade may face challenges due to 
currency fluctuations, affecting their import and export 
costs, competitiveness, and profit margins. This can lead 
to shifts in global supply chains and alter market dynamics 
for businesses operating on an international scale.

Key Takeaways

Elevated credit costs and rising interest rates can have 
significant ramifications for both businesses and 
individuals. Businesses must carefully navigate borrowing 
expenses, investment decisions, and consumer demand. 
Individuals need to manage their borrowing costs, assess 
debt servicing obligations, and review their savings and 
investment strategies. 

Adapting financial plans, exploring alternative financing 
options, and seeking professional advice can help 
businesses and individuals mitigate the impact of these 
changing economic factors and position themselves for 
long-term financial stability and growth in a dynamic 
financial landscape.


