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WASHINGTON, DC – JULY 15: Federal Reserve Board Chairwoman Janet Yellen testifies before the House
Financial Services Committee July 15, 2015 in Washington, DC. Yellen told the committee that the Fed is still set to
raise shortterm interest rates this year due to an improving domestic economy and despite a host of global threats,
according to published reports. (Photo by Win McNamee/Getty Images)

For some five years now, economists have been telling us to prepare for a rate
increase from the Fed. It appears that they may finally be right.
In a testimony before the House Financial Services Committee on Wednesday,
Fed Chair Janet Yellen confirmed
(http://www.bloomberg.com/news/articles/2015-07-15/yellen-testimony-tohouse-financial-services-panel-full-text-) that, barring any drastic changes in
the economy, the Fed would likely raise rates this year.
She said the increase would probably be gradual, but “if the [economic]
expansion proves to be more vigorous than currently anticipated and inflation
moves higher than expected, then the appropriate path would likely follow a
higher and steeper trajectory; conversely, if conditions prove weaker, then the
appropriate trajectory would be lower and less steep than currently expected.”
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The initial increase likely won’t make a huge difference to your personal
finances, but it signals a shift toward a rising interest rate environment.
“Consumers need to bear in mind the potential cumulative impact of rate hikes
over several years,” says Greg McBride, chief financial analyst at Bankrate.com.
So what does it mean for you and your money? It depends.
If you’re a saver. If you’ve got money in cash or a money market fund,
you’re likely used to seeing interest rates close to zero (although some online
savings account were recently offering
(http://www.forbes.com/sites/nickclements/2015/06/08/the-best-savingsaccounts-of-june-2015/) close to 1 percent). Don’t expect to see that change in
the immediate future. It could take years before those rates follow the lead of
the Fed funds rate. Expect your return on basic savings to continue lagging
inflation.
You’ll be able to find slightly higher returns with a money market fund or short
term CDs, just be careful not to lock up cash you might need to access.
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