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After-Tax Return:  This is your return after the impact of taxes has been taken into account.  It is your before-tax return times 1 minus your marginal tax rate, or RBefore tax * (1 – Marginal Tax Rate)

Annual Percentage Yield: The Annual Percentage Yield is the effective rate of return taking into account the effect of compounding interest and includes the impact of different compounding periods. The APY = (1 + [APR/Periods])Periods – 1.

Cash Management:  Cash management is the process of collecting and managing and investing cash for the short-term.

CD Laddering:  the process of getting a higher interest rate by buying longer term CDs and purchasing them more often.  For example, 1 month CD rates are too low, but you like 6 month rates.  Take the amount of money you want to invest, divide it by 6 (or any number), then invest 1/6 of your money every month in a 6 month rate.  You are creating a ladder of CDs, and every month you have money coming in.  You would then reinvest that in another 6 month CD.

Certificate of Deposit (CDs):  Certificates of Deposit are savings certificates with a fixed maturity date, a specific interest rate and can be issued in any denomination.  A CD restricts access to the funds until the maturity date, and are generally issued by a commercial bank.

Checking Accounts:  Checking accounts are deposits held at a financial institution that allows withdrawals (generally checks) and deposits on demand; hence, it is also called a demand account.

Commercial banks.  These financial institutions generally compete by offering the widest variety of services; however, they usually do not offer the highest interest rates on deposits or the lowest interest rates on loans.

Corporate bonds:  Debt instruments issued by corporations to fund the requirements of the companies.

Credit unions.  These institutions are similar to savings and loan associations, but they are not-for-profit organizations and are owned by their members. They can sometimes offer higher rates on savings accounts and lower rates on loans because they are not driven to provide a profit to shareholders.

EE Bonds:  These are US government savings bonds where the interest rate is set every 6 months and tied to current market interest rates.

Equivalent Taxable Yield:  This is the yield you would need to earn on a fully-taxable security to give the same after-tax return that you receive on a tax advantaged security, i.e., a security that has specific tax advantages (i.e., tax free for Federal or State or both).

I Bonds:  Inflation linked US government savings bonds, where the rates on the bonds are tied to inflation.

Inflation: This is the rate of general level of prices are changing

Interest Rates: This is the amount charged by a lender to allow a borrower the use of the funds.  It is expressed as a percentage of principal; and typically noted as the APR or annual percentage rate.

Interest Rate Adjustments: With certain cash management instruments, the interest rates can change over time, depending on a specific index and a spread.

Internet banks and savings:  These financial institutions are electronic banks that do not have traditional brick-and-mortar branches. Because they have fewer branches, employees, and capital expenditures than traditional banks, they can generally pay higher interest rates on deposits and charge less for loans than traditional banks do.

Maturity:  Maturity is the amount time certain financial instruments require the investment to be held, i.e., 3 months, 5 years, or 10 years.

Money Market Account or Money Market Deposit Account: A non-financial account that pays interest based on current interest rates in the money markets.  They typically require a higher minimum balance to avoid monthly fees and typically have a higher rate of interest.

Money Market Mutual Fund: An open-end mutual fund that invest in short-term debt securities such as US treasury bills, municipal bonds, or commercial paper.  Make sure it is no-load and low fees.

Real Interest Rate:  The real rate is the interest rate that has been adjust to eliminate the effects of inflation.

Safety: Safety refers to the ability to invest without losing principle.  Banks and credit unions have FDIC and NCUA insurance are available for up to $250,000 per depositor (not per account).

Savings Account:  Deposits held at a financial institution that earn interest.

Savings and loan associations.  These institutions have slightly different ownership arrangements than banks but are similar to commercial banks. Savings and loan associations may offer slightly higher rates on deposits and somewhat lower rates on loans than commercial banks.

Savings Bonds:  Bonds issued by the US government with tax advantages to encourage savings.

Short-term Bond Mutual Fund:  A mutual fund that invests in short-term corporate bonds with the expectation of higher returns than money market mutual funds but still have sufficient stability and minimal risk.  Make sure it is no-load and has low fees.

US Treasury Bills: These are short-term debt obligations of the US Government with a maturity of generally less than one year, are sold in different maturities, and are issued at a discount from par.  Investors do not receive regular payments as with a coupon bond, but do receive interest at maturity.

