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Welcome to the summer issue of
Word to the Wise!
This recent run of inflation has caused many people to rethink how
and where to store their cash. While many are understandably
having second thoughts about having too much cash in accounts
that have a lower or almost non-existent interest rate, there’s been
a renewed interest in making sure you’ve got enough cash
immediately available in case of emergencies.
In this month’s newsletter, read how your bank accounts can work
together as a team to provide the security and value you’re
looking for.
Also read about how your business mileage deduction just
became more valuable, and tips to deal with the shrinkflation
phenomenon while you're shopping.
Please feel free to forward the information to someone who may
be interested in a topic and call with any questions you may have.
Sincerely,
Wouch Maloney CPAs & Business Advisors
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Layering Your B ank Accounts
For years, savings and checking accounts provided very little in the way of
interest income. In our current inflationary times, however, interest rates are
on the rise. What is also on the rise is the comeback of traditional banking
products. Here is a review of how your bank accounts traditionally work
together as a team to provide you the best security and value for your money.

The check ing account: 30 days of funds
Primary Purpose:
Checking accounts enable financial transactions. Store enough money here to
pay immediate expenses. With checking accounts, you're allowed numerous
withdrawals and unlimited deposits. The tradeoff for having an account where
cash is available at a moment's notice is usually a much lower (or practically
non-existent) interest rate.

“Is it time for the
classic bank ing
approach to
mak e a
comeback ?”

Action Item:
Determine what your 30-day cash needs are and limit the available cash in your checking account to this amount. Also
consider setting up a link to another account. Most banks allow this so you do not have overdraft fees. Consider looking
for a checking account that also allows an automatic sweep function of excess funds into a higher-interest savings
account.
CONTINUED ON PAGE 3

Layering your bank accounts: Check ing, basic savings, or higher interest accounts.
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Layering Your B ank Accounts
CONTINUED FROM PAGE 2
B asic savings account: 2 to 6 months of funds
Primary Purpose:
To store your money in a secure location so you can use it to pay
periodic expenses that are expected over the next 2 to 6 months. This is
also where many store their emergency fund. While these accounts
typically pay only a modest amount of interest, their safety and reliability
make savings accounts a great choice for stashing cash you want
available sometime within the next 12 months. This is often also your
overdraft buffer in case your checking account gets overdrawn.
Action Item:
Calculate your anticipated periodic expenses over the next 6 months and
limit the cash in your savings account to this amount. You don't want the
balances too high, as you can typically get better interest in other bank
products AND if a thief gets access to your debit card, you can limit the
damage they do if this savings account is linked to your checking
account.

Higher-interest bank accounts: Lots of choices
Primary Purpose:
There are several types of bank accounts for storing your money beyond
what you need for short-term expenses. High-yield savings accounts,
money market accounts, and certificates of deposit (CD's) all provide at
least 10x the interest return compared to a regular savings account. But in
return for a higher interest rate, there are rules that govern how long you
need to leave your money untouched in these accounts.
Action Item:

The First Bank of the
United States is located at
116 South Third Street in
Philadelphia.
Retrieved from:
https://www.nps.gov/parkhisto
ry/online_books/butowsky2/co
nstitution5.htm

Review your bank's alternatives for longer-term savings. Pay attention to
interest rates and how often they adjust with the market. If CD's are your
bank's strength, consider building a ladder of expiration dates to make
your money more available. On high-yield accounts, the interest rate
often increases with higher balances, so know what products these are.
It's also a good idea to talk to your banker to review your options.
When you're trying to decide where to keep your money, there are also tax ramifications to consider. Be
certain to keep this in mind as you review how your bank accounts work together as a team.
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Your B usiness Mileage Deduction Just
B ecame More Valuable
Your business mileage tax deduction just became more
valuable for the rest of 2022 after a recent announcement by
the IRS.
Starting July 1st, the IRS's business mileage rate is increasing
by 4 cents, to 62.5 cents per mile, while the medical and
moving mileage is also increasing by 4 cents, to 22 cents per
mile. The previous mileage rates still apply through June 30th.
Below are some tips to make the most of your business's vehicle expense deduction.
•

Don’t slack on recordk eeping. You won't be able to take advantage of the increased mileage rates
without proper documentation. The IRS mandates that you track your vehicle expenses as they happen (this
is called contemporaneous recordkeeping). You’re not allowed to wait until right before filing your tax
return to compile all the necessary information needed to claim a vehicle deduction. Whether it’s a
physical notebook you stick in your glove compartment or a mobile phone app, pick a method to track
your mileage and actual expenses that’s most convenient for you.

•

K eep track of both mileage and actual ex penses. The IRS generally lets you use one of two different
methods to track vehicle expenses – the standard mileage rate method or the actual expense method. But
even if you use the standard mileage method you can still deduct other expenses like parking and toll
fees. So keep good records.

•

Consider using standard mileage the first year a vehicle is in service. If you use standard mileage
the first year your car is placed in service, you can then choose which expense tracking method to use in
subsequent years. If you initially use the actual expense method the first year your car is placed in service,
you’re locked in to using actual expenses for the duration of using that car in your business. For a car you
lease, you must use the standard mileage rate method for the entire lease period (including renewals) if
you choose the standard mileage rate the first year.

•

Don’t forget about depreciation! Depreciation can significantly increase your deduction if you use the
actual expense method. For heavy SUVs, trucks, and vans with a manufacturer’s gross vehicle weight
rating above 6,000 pounds, 100% bonus depreciation is available through the end of the 2022 tax year if
the vehicle is used more than 50% for business purposes. Regular depreciation is available for vehicles
under 6,000 pounds with annual limits applied.

Please call if you have any questions about maximizing your business’s vehicle expense deduction.
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Shrink flation is Upon Us!
B e aware, be prepared
Inflation is upon us, and a hidden gem used by companies to combat price increases is often hidden from
the unaware. It's called shrinkflation. Here's what you need to know about this hidden price hike and what
you can do to cope with its effects.
Defining shrink flation
Shrinkflation is the technique of downsizing a product or ingredients to lower costs. In many cases the retail
price of something will not change, but the amount of product in the package is lowered. Common
techniques include putting less in a package or changing the amount of a high-cost ingredient in the product.
And the changes are often subtle. Would you realize the amount in a box is lowered by 1/2-an-ounce if the
box stays the same size? Or that your cereal has fewer raisins in it than a month ago?
Edgar Dworsky, a former assistant attorney general in Massachusetts, recently spoke with the Consumer
Federation of America about changes he's been tracking in grocery aisles. Here are some recent examples of
shrinkflation:
•

Kimberly-Clark's Cottonelle Ultra Clean mega rolls of toilet paper are reduced from 340 sheets to 312

•

Keebler's Chips Deluxe with M&Ms packages are now 9.75 ounces, down from 11.3 ounces

•

Gatorade's 32-ounce bottles are now 28 ounces

•

Cadbury is reducing the size of its popular chocolate bar by 10%

K nowledge is k ey
While many manufacturers are transparent about these changes as they combat inflation, it is not as apparent
to spot when you are shopping. Here some are suggestions to help you identify and combat shrinkflation.
•

Focus on unit cost. Instead of focusing on the price of the product, look for the unit cost of the item.
Grocery stores can be very helpful in this area, as most tags will show a common unit of measure
below the items for sale. If you shop at a store that doesn't provide this information, you can still
calculate the unit price using the information printed on the front of a product's package.
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CONTINUED FROM PAGE 5
•

Compare the pack ages. When you replenish your popular shopping items, spend a minute to compare the
product with the last one you purchased. Make a mental note if the packaging or number of items in the
package is changing.

•

Have alternatives. Perhaps it is time to try another toilet paper brand, or choose a different cookie. Many
store brands are a great alternative to the market leaders.

•

Offset shrink flation with deals. This includes reviewing featured items at different shopping locations,
looking at a store's weekly flyer for deals, loading up on favorite items when they are on sale, participating in a
store's loyalty program, and looking for coupons using online services.

Remember, inflation has arrived. Everyone needs to cope with it, including manufacturers. But by being aware, you
can retain some control to reduce inflation's impact on you and your family.

This publication provides summary information regarding the subject
matter at time of publishing. Please call with any questions on how
this information may impact your situation. This material may not be
published, rewritten or redistributed without permission, except as
noted here. This publication includes, or may include, links to third
party internet web sites controlled and maintained by others. When
accessing these links, the user leaves this newsletter. These links are
included solely for the convenience of users and their presence does
not constitute any endorsement of the Websites linked or referred to
nor does Wouch, Maloney - CPA's and Business Advisors have any
control over, or responsibility for, the content of any such websites.
All rights reserved.
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