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Retirement. College. An
emergency fund. A new
home or home improvement
project. Check, check,
check, and check. If you've
been saving faithfully each
month for some or all of
these things, you might feel

that you're on a never-ending financial
treadmill. It takes discipline, perseverance, and
sacrifice to maintain a robust savings effort
month after month, all while meeting your
day-to-day financial obligations.

But with such planning and focus, it's possible
to get into a rut of always saving for the future
with nothing left for today. If so, it might be time
to take a step back and focus on the present. If
you can't remember the last time you felt
energized or inspired in your daily life, consider
investing in a new asset: yourself. Focusing on
yourself from time to time might just give you
the extra motivation you need to stick with your
long-term savings plan. Think of it as seeing the
trees instead of the forest for a change.

If you find yourself with a small windfall from a
tax refund, bonus, flexible spending account
reimbursement, or simply a cut in discretionary
spending, here are some ideas for spending it.

Focus on your health and well-being
Are you feeling sluggish or stressed out?
Having trouble sleeping? Watching the pounds
creep on little by little each year? It might be
time to focus on your health and well-being.
Staying active is critical to maintaining good
physical and mental health. Regular exercise
can help control your weight; prevent disease;
improve your mood, sleep, and energy levels;
and generally make it easier for you to tackle all
the things — financial and otherwise — on your
plate each day.

To get on the health track, you could join a
gym; work with a personal trainer or nutritionist;
or sign up for a yoga, weight, or other fitness
class. Or start on your own personal fitness
path by purchasing home exercise equipment
and workout gear for training trips around the
block or a 5K.

Sore muscles? Chronic backache? Neck pain
from working at a computer all day? Maybe it's
time to see a physical therapist and invest in an
ergonomic office chair, a stand-up desk, or a
new bed and pillows.

What about your diet? Do your eating habits
need improvement? Consider investing in some
new kitchen equipment/appliances, cookbooks,
a food delivery service, or even a cooking class
so you can try new recipes and discover
healthy dishes you enjoy.

Along with better physical health, maybe you
could benefit from some inner peace and quiet,
too. Consider creating a meditation spot inside
or outside your home where you can go to relax
and reflect on your day: a bench under a
favorite tree, a new chair next to the fireplace,
or a small desk near a window.

Expand your horizons, literally and
figuratively
Do you feel as though you're living the same
day over and over again? Doing something
outside your normal routine can shake out the
cobwebs and give you fresh inspiration and a
new perspective. Possibilities include taking a
trip to a new destination, participating in a short
volunteer vacation, enrolling in an adult
education class, or getting involved in a new
project or hobby and seeing how much fun a
creative outlet can be. You don't have to limit
yourself to one!

Get up-to-date
Still sporting clothes, eyeglasses, or a hairstyle
from your younger days? Carrying a worn
briefcase or bag to work every day? Trying to
accomplish tasks on an old laptop? Maybe it's
time to update your wardrobe and accessories.

When you have many financial obligations, it's
easy to put yourself last. But occasionally, it's
important to put yourself first. In addition to the
immediate benefits, investing in your health and
interests might pay off in the future in the form
of lower health-care costs, a wider social
network of friends, fulfilling hobbies, and a new
perspective on life.
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How Does the Federal Reserve Affect the Economy?
If you follow financial news, you've probably
heard many references to "the Fed" along the
lines of "the Fed held interest rates," or "market
watchers are wondering what the Fed will do
next." So what exactly is the Fed and what
does it do?

What is the Federal Reserve?
The Federal Reserve — or "the Fed" as it's
commonly called — is the central bank of the
United States. The Fed was created in 1913 to
provide the nation with a safer, more flexible,
and more stable monetary and financial
system.

Today, the Federal Reserve's responsibilities
fall into four general areas:

• Conducting the nation's monetary policy by
influencing money and credit conditions in the
economy in pursuit of full employment and
stable prices

• Supervising and regulating banks and other
important financial institutions to ensure the
safety and soundness of the nation's banking
and financial system and to protect the credit
rights of consumers

• Maintaining the stability of the financial
system and containing systemic risk that may
arise in financial markets

• Providing certain financial services to the
U.S. government, U.S. financial institutions,
and foreign official institutions, and playing a
major role in operating and overseeing the
nation's payments systems

How is the Fed organized?
The Federal Reserve is composed of three key
entities — the Board of Governors (Federal
Reserve Board), 12 Federal Reserve Banks,
and the Federal Open Market Committee.

The Board of Governors consists of seven
people who are nominated by the president and
approved by the Senate. Each person is
appointed for a 14-year term (terms are
staggered, with one beginning every two
years). The Board of Governors conducts
official business in Washington, D.C., and is
headed by the chair (currently, Jerome Powell),
who is perhaps the most visible face of U.S.
economic and monetary policy.

Next are 12 regional Federal Reserve Banks
that are responsible for typical day-to-day bank
operations. The banks are located in Boston,
New York, Philadelphia, Cleveland, Richmond,
Atlanta, Chicago, St. Louis, Minneapolis,
Kansas City, Dallas, and San Francisco. Each
regional bank has its own president and
oversees thousands of smaller member banks
in its region.

The Federal Open Market Committee (FOMC)
is responsible for setting U.S. monetary policy.
The FOMC is made up of the Board of
Governors and the 12 regional bank presidents.
The FOMC typically meets eight times per year.
When people wait with bated breath to see
what the Fed will do next, they're usually
referring to the FOMC.

How does the Fed impact the
economy?
One of the most important responsibilities of the
Fed is setting the federal funds target rate,
which is the interest rate banks charge each
other for overnight loans. The federal funds
target rate serves as a benchmark for many
short-term interest rates, such as rates used for
savings accounts, money market accounts, and
short-term bonds. The target rate also serves
as a basis for the prime rate. Through the
FOMC, the Fed uses the federal funds target
rate as a means to influence economic growth.

To stimulate the economy, the Fed lowers the
target rate. If interest rates are low, the
presumption is that consumers can borrow
more and, consequently, spend more. For
instance, lower interest rates on car loans,
home mortgages, and credit cards make them
more accessible to consumers. Lower interest
rates often weaken the value of the dollar
compared to other currencies. A weaker dollar
means some foreign goods are costlier, so
consumers will tend to buy American-made
goods. An increased demand for goods and
services often increases employment and
wages. This is essentially the course the FOMC
took following the 2008 financial crisis in an
attempt to spur the economy.

On the other hand, if consumer prices are rising
too quickly (inflation), the Fed raises the target
rate, making money more costly to borrow.
Since loans are harder to get and more
expensive, consumers and businesses are less
likely to borrow, which slows economic growth
and reels in inflation.

People often look to the Fed for clues on which
way interest rates are headed and for the Fed's
economic analysis and forecasting. Members of
the Federal Reserve regularly conduct
economic research, give speeches, and testify
about inflation and unemployment, which can
provide insight about where the economy might
be headed. All of this information can be useful
for consumers when making borrowing and
investing decisions.

The Fed's mission

The Federal Reserve is the
central bank of the United
States. Its mission is to provide
the nation with a safer, more
flexible, and more stable
monetary and financial system.
For more information on the
Federal Reserve, visit
federalreserve.gov.

FOMC meeting schedule

The Federal Open Market
Committee meets eight times a
year. Scheduled FOMC
meetings in 2019: January
29-30, March 19-20, April
30-May 1, June 18-19, July
30-31, September 17-18,
October 29-30, and December
10-11.
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Key Financial Ratios for Small-Business Owners
Financial ratios are an important tool in any
business owner's toolbox. Used to measure a
business's condition and performance, financial
ratios help you evaluate your organization's
financial status and rate of success. They are
also used by those evaluating your business for
potential investment or lending opportunities.

Generally speaking, there are four categories of
financial ratios: liquidity, profitability, activity,
and leverage. Your balance sheet and income
statement will help you calculate the ratios
within each category.

Liquidity
Liquidity ratios assess your organization's
ability to meet its obligations in the short term.
Put simply, liquidity measures your firm's ability
to pay its bills.

Current ratio: This measures the amount of
debt relative to total assets (total assets divided
by total liabilities). A current ratio of at least 1
(ideally, greater) indicates your business has
enough assets to cover its current obligations.

Acid test or quick ratio: This ratio measures
your organization's ability to pay its current
obligations with accessible assets. In other
words, it helps you assess its "cash position."
The calculation is (cash and cash alternatives
plus marketable securities plus accounts
receivable) divided by current liabilities. The
higher the ratio, the stronger its position. A low
ratio could indicate a potential cash crunch.

Profitability
These ratios help measure how profitable your
organization is.

Gross profit margin: This ratio determines
how much remains after accounting for the cost
of goods sold (COGS) to pay for expenses,
taxes, interest, etc. It is calculated by dividing
gross profit by sales. (Gross profit equals sales
minus COGS.)

Net profit margin: Net profit allows you to
gauge how well your company is performing
per dollar of revenue. It is calculated by dividing
net income (income after expenses) by net
revenue (revenue after adjusting for discounts
and refunds). While growing revenue year over
year can be impressive, growing revenue
alongside a growing net profit margin
demonstrates strong overall management.

Return on assets: Calculated by dividing net
income by average total assets, this ratio
shows the organization's ability to generate
income relative to overall assets.

Therefore, it helps gauge management
effectiveness in putting those assets to use. (To
calculate average total assets, add the total
assets at the beginning and end of the year and
divide by two.)

Activity
Also known as efficiency ratios, activity ratios
measure how effectively your organization
manages its assets.

Accounts receivable turnover ratio: This
ratio is used to evaluate the quality of
receivables and to help determine how
successful your organization is in collecting
outstanding payments. It is determined by
dividing net sales by average receivables
outstanding over a given time period. (Average
receivables outstanding is calculated by adding
the beginning and ending balances of accounts
receivables over a period of time and dividing
by two.)

Inventory turnover ratio: This ratio can help
determine whether your company is efficiently
managing inventory. It is calculated by dividing
the COGS by the average inventory (the
average of the beginning and ending
inventories over a period of time). A high ratio
may indicate that inventory typically runs low
and may present a risk of "selling out." By
contrast, a low ratio may indicate that product is
overstocked or not moving well for a particular
reason that might warrant further investigation.

Leverage
Also known as debt, coverage, or solvency
ratios, leverage ratios can help assess whether
debt levels are appropriate.

Debt to asset ratio: This ratio measures the
percentage of assets that is financed with debt,
rather than equity. The calculation is total debt
divided by total assets.

Debt to equity ratio: This ratio compares an
organization's total debt to its total equity. The
calculation is total liabilities divided by total
equity. A high ratio may indicate a business has
assumed a great deal of risk.

Understand your industry's
benchmarks
Before evaluating your organization's financial
ratios, it may be helpful to understand ratio
benchmarks within your industry. What may
seem like a high or low ratio on its own may
actually be in line with other, similar operations
in your field.

This article is a brief
overview of some of the
common financial ratios that
business owners use to
evaluate their organizations'
success. It is by no means a
comprehensive list. An
accountant or financial
professional can help you
determine the most
appropriate ratios for your
business and industry.
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Is a vehicle subscription service in your future?
Automakers and start-up
companies are betting that
today's generation of drivers
will embrace a new model of
temporary ownership called a

vehicle subscription service.

A vehicle subscription service offers an
alternative to buying or leasing. You don't have
to sign a long-term contract or commit to just
one vehicle. Once you join, you typically pay an
all-inclusive monthly or sometimes weekly fee
that covers the cost of using the vehicle you
choose, including insurance, routine
maintenance, roadside assistance, and a
warranty. You then have the option of swapping
out your vehicle periodically, depending on the
terms of your subscription.

For example, perhaps you've been temporarily
transferred to a new city and want a
fuel-efficient car for the six months you're living
there. Maybe you need a second car only
during the summer when your child is home
from college. Or you might want the flexibility to
drive whichever vehicle suits your needs at the
time — a luxury sedan for day-to-day driving,
then a minivan for a family trip. If your needs
change, you can return your vehicle and get

another, or end your subscription. Plans vary,
but many subscription services require only a
short one- to two-month minimum commitment,
with the option to renew. Subscription services
are often app-based, making it easy to find and
swap vehicles, and your newest ride may be
delivered to you via a concierge service.

Of course, flexibility and convenience come at a
cost, which is often substantial, so if you are
interested in subscribing to your next vehicle
you'll need to carefully assess your options.
Prices depend on the subscription service, the
vehicle selected, and other factors such as
mileage and extras. You may also be required
to pay a sign-up fee.

Vehicle subscription services are evolving and
are still not available everywhere. Many
services are in the testing phase, and most
have been launched primarily in major
metropolitan markets such as Los Angeles, San
Francisco, and New York, with a few offered in
other cities. But vehicle subscription services
are gaining traction, increasing the likelihood
that they will someday be available in most
areas.

Do I need to get a REAL ID when I renew my license?
If you need to renew your
driver's license, you may want
to get a REAL ID. The REAL
ID Act, passed by Congress in
2005, enacts the 9/11

Commission's recommendation that the federal
government set minimum security standards for
state-issued driver's licenses and identification
cards.

Beginning October 1, 2020, residents of every
state and territory will need to present a REAL
ID-compliant license/identification card, or
another acceptable form of identification (such
as a passport), to access federal facilities, enter
nuclear power plants, and board commercial
aircraft. Although implementation has been
slow, states have made progress in meeting the
REAL ID Act's recommendations. A majority of
states and territories, along with the District of
Columbia, have complied with all REAL ID
requirements. The remaining noncompliant
jurisdictions have been granted a temporary
extension from the Department of Homeland
Security.1

To obtain a REAL ID, you must apply in person
at your state's department of motor vehicles (or
other approved service center). Your picture will

be taken and signature captured electronically.
You must provide more documentation than
you would normally need for a standard driver's
license or identification card. A REAL ID
requires that you show (in original or certified
form) proof of identity and lawful presence (e.g.,
U.S. passport, birth certificate), state residency
(e.g., mortgage statement, utility bill), and
Social Security number (e.g., Social Security
card, paystub). In addition, if your current name
doesn't match the one on your proof of identity
document, you must prove your legal name
change (e.g., marriage certificate).

When states first implemented REAL ID
recommendations, applicants were faced with
delays and long wait times. However, many
states have since streamlined the process by
allowing applicants to start the application
process online. For more information on
applying for a REAL ID, you can visit your
state's department of motor vehicles website or
dhs.gov/real-id.
1 Department of Homeland Security, REAL ID
Compliance Extension Updates, October 2018
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