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Frozen assets are simply objects owned by people or businesses that cannot be sold or traded because they have been locked by someone else that is owed money. When a debt is not paid, and there is no other way to have a chance of obtaining their money back, all of the debtor’s assets will be frozen. This can include bank accounts, vehicles,
property, and anything else that is exclusively owned that the state does not consider exempt from the debt collector. Even though the person or company cannot officially lose their objects with frozen assets, they will not be able to do anything with the property that is locked. Because of this, many companies can go bankrupt, and many people can
lose their homes and material objects because they cannot sell or trade them in order to pay other debts. For instance, if a person gets a loan for a new car and they were not required to have any items of collateral; a few things can happen if they do not pay the debt off. If this person gets into a wreck and totals the car, and did not have enough
insurance coverage on it, the lender can freeze their bank account. This is done until a court hearing can be held in the hopes that the courts will award the money in the account to the person that is owed the money. Many different areas have different rules and regulations regarding frozen assets, and can range from bank accounts to houses. When
an individual person has this done to their bank account they will no longer be able to withdraw any money until the issue has been resolved. The worst part of these types of frozen assets is that if direct deposits are set to go into the account, the money will be deposited and locked as well. If an account is locked, it will stay that way until a court
hearing is held and a winner is awarded. This can also work with vehicles, homes, and anything else that is worth value and was not used as collateral. A company that has frozen assets may be required to file bankruptcy because they will not have access to their operating funds. This means that they will not be able to liquidate any of their property
or vehicles in order to fulfill any financial obligations. This type of lock will also reflect upon their future by telling other creditors and lenders that they have had a past incident of not paying their bills, and not working out a reasonable payment plan to take care of the delinquent account. SmartCapitalMind is dedicated to providing accurate and
trustworthy information. We carefully select reputable sources and employ a rigorous fact-checking process to maintain the highest standards. To learn more about our commitment to accuracy, read our editorial process. When money is not being used or invested, it is considered dead or frozen capital. This is an economic problem that has far-
reaching consequences. On an individual level, frozen capital can lead to missed opportunities for growth and financial stability. On a larger scale, it can have negative effects on the economy, such as reduced consumer spending and decreased demand for goods and services. There are many reasons why capital may become frozen, including
economic uncertainty, fear of risk, and lack of financial education. In this section, we will explore the problem of frozen capital and its causes. 1. Economic uncertainty: When the economy is unstable, people are more likely to hold onto their money rather than investing or spending it. This can lead to a decrease in demand for goods and services,
which can in turn lead to a decrease in job growth and economic activity. 2. Fear of risk: Many people are hesitant to invest their money because they fear losing it. This fear can be especially strong for those who have experienced financial hardship in the past. 3. Lack of financial education: Some people may not understand how to invest their money
or may be unaware of the benefits of doing so. This can lead to money being kept in low-yield savings accounts or even under the mattress, rather than being put to work. 4. Examples: One example of frozen capital can be seen in the housing market. When the housing bubble burst in 2008, many homeowners found themselves with properties that
were worth less than what they owed on their mortgages. This led to a decrease in consumer spending as people tried to save money to pay off their debts. Another example can be seen in the hoarding of cash by large corporations. Rather than investing their profits, some companies have opted to keep large amounts of cash on hand, which can lead
to reduced economic activity. In order to thaw frozen capital, it is important to address these underlying issues. Providing financial education to individuals and promoting investment in the economy can help to increase economic activity and reduce the amount of frozen capital. The Problem of Frozen Capital - Frozen Capital: Thawing Frozen Capital:
How to Revive Dead Money 2. Causes and Consequences Understanding frozen capital is crucial in finding ways to revive dead money. When capital is frozen, it means that it is not being utilized and is essentially dead money. Frozen capital can be caused by various factors such as economic instability, political turmoil, and lack of infrastructure. The
consequences of frozen capital are far-reaching, affecting not only individuals but also businesses, industries, and even entire economies. It is important to understand the causes and consequences of frozen capital to find ways to thaw it and bring it back to life. Here are some key insights about understanding frozen capital: 1. Causes of frozen
capital: - Economic instability: When an economy is unstable, people tend to save rather than spend, which leads to frozen capital. - Political turmoil: Political instability can lead to a lack of confidence in the economy, causing individuals and businesses to hold onto their money. - Lack of infrastructure: Inadequate infrastructure can limit economic
growth, leading to frozen capital as people and businesses are unable to invest in the economy. 2. Consequences of frozen capital: - Reduced economic growth: Frozen capital leads to a lack of investment and spending, which can slow down economic growth. - Job losses: When businesses are unable to invest, they may be forced to lay off workers or
reduce salaries. - Reduced tax revenue: Frozen capital means less spending and less investment, leading to lower tax revenue for governments. 3. Examples of frozen capital: - Individuals hoarding cash instead of investing or spending it. - Businesses holding onto profits instead of investing in new projects or hiring new employees. - Governments
holding onto foreign reserves instead of using them to fund infrastructure projects. Understanding the causes and consequences of frozen capital is crucial in finding ways to revive dead money. By identifying the root causes of frozen capital and implementing strategies to address them, we can thaw frozen capital and bring it back to life, promoting
economic growth and prosperity. Causes and Consequences - Frozen Capital: Thawing Frozen Capital: How to Revive Dead Money 3. The Opportunity Cost of Doing Nothing When it comes to investing, many people are quick to consider the risks of taking action, but often overlook the risks of inaction. The opportunity cost of doing nothing is a real
and often overlooked cost that can result in missed opportunities and lost profits. This is especially true when it comes to frozen capital, which can prevent investors from taking advantage of lucrative investment opportunities. 1. Missed Investment Opportunities: When you choose to do nothing with your frozen capital, you are essentially missing out
on potential investment opportunities. Even if you are not actively investing, inflation will still erode the value of your money over time. This means that the longer you wait to invest, the less your money will be worth. By not investing, you are missing out on the potential returns that could have been earned during that time period. 2. Loss of Profit: In
addition to missed investment opportunities, doing nothing can also result in lost profits. When your money is sitting idle, it is not generating any returns. This means that you are missing out on potential profits that could have been earned if you had invested your frozen capital. By not taking action, you are essentially leaving money on the table. 3.
Increased Risk: While doing nothing may seem like a safe option, it actually comes with its own set of risks. For example, if you are holding onto frozen capital in the form of cash, you are exposing yourself to inflation risk. As mentioned earlier, inflation can erode the value of your money over time, which means that your purchasing power will
decrease. By not investing, you are essentially taking on the risk of losing purchasing power. 4. Cost of Delay: Another cost of doing nothing is the cost of delay. The longer you wait to invest your frozen capital, the more difficult it will be to achieve your financial goals. For example, if you are saving for retirement, delaying your investments by just a
few years can have a significant impact on your retirement savings. This is because the longer you wait to invest, the less time your money has to compound. The opportunity cost of doing nothing can be significant when it comes to frozen capital. By not taking action, you are essentially missing out on potential investment opportunities, losing out on
potential profits, exposing yourself to increased risk, and delaying your financial goals. Therefore, it is important to carefully consider the risks and benefits of taking action versus doing nothing when it comes to your frozen capital. The Opportunity Cost of Doing Nothing - Frozen Capital: Thawing Frozen Capital: How to Revive Dead Money 4. Short-
Term Solutions When capital gets frozen, it can be a nightmare for any business. The inability to access funds can lead to missed opportunities, delayed payments, and even bankruptcy. In such scenarios, it is imperative to be proactive and quickly find solutions to unfreeze the capital. short-term solutions can provide immediate relief and help
businesses stay afloat. These strategies can be used in conjunction with long-term solutions or as standalone efforts to thaw frozen capital. Here are some short-term strategies to consider: 1. Negotiate with creditors: One of the most common reasons for frozen capital is overdue payments to suppliers, creditors, or lenders. negotiating payment terms
with them can help ease the pressure and provide some breathing space. For example, requesting an extension on payment deadlines or asking for a payment plan can help reduce the immediate financial burden. 2. Sell assets: Selling unused or surplus assets can be a quick way to generate cash. Businesses can consider selling equipment, vehicles,
or property to free up some working capital. While this may not be a long-term solution, it can help ease the immediate financial strain. 3. Leverage invoice factoring: Invoice factoring is a financing option that allows businesses to sell their unpaid invoices to a third-party company. This can provide immediate cash flow and help businesses meet their
financial obligations. The factoring company takes a percentage of the invoice amount as a fee, but it can be a viable short-term solution for businesses struggling with frozen capital. 4. Seek short-term loans: Short-term loans can provide a quick cash injection to help businesses get back on track. These loans are usually easier to obtain than
traditional loans and can be used to cover immediate expenses. However, they often come with high-interest rates, so it's important to weigh the pros and cons before taking out a loan. 5. Cut costs: While it may seem obvious, cutting costs can be an effective way to free up some cash and improve cash flow. Businesses can consider reducing expenses
such as marketing, travel, or office supplies. While it may not be a long-term solution, it can provide immediate relief and help businesses weather the storm. Thawing frozen capital requires a multi-faceted approach that combines short-term and long-term solutions. Short-term strategies can provide immediate relief and help businesses stay afloat
while more permanent solutions are put in place. By being proactive and exploring all available options, businesses can unfreeze their capital and get back on the road to success. Short Term Solutions - Frozen Capital: Thawing Frozen Capital: How to Revive Dead Money 5. Long-Term Solutions When it comes to dealing with frozen capital, the
challenge is not only to thaw it out, but also to find ways to prevent it from freezing again. In order to achieve this, long-term solutions are needed. These solutions can help to identify the root causes of frozen capital and prevent them from occurring in the future. One way to do this is to analyze the financial statements of a company to identify areas
that are causing cash flow problems. Another way is to improve communication between departments to ensure that all stakeholders are aware of the company's financial situation. Here are some long-term strategies that can help to thaw frozen capital: 1. Improve the billing process: One reason for frozen capital is that invoices are not being paid on
time. To prevent this, companies can improve their billing process by setting up automatic reminders, offering incentives for early payment, and providing clear and concise invoices. 2. Negotiate better payment terms: Companies can negotiate better payment terms with their suppliers and customers. This can include extending payment terms or
offering discounts for early payment. 3. improve inventory management: Frozen capital can also occur when a company has too much inventory on hand. By improving inventory management, companies can reduce the amount of capital tied up in inventory and free up cash for other uses. 4. Renegotiate lease agreements: Companies can also
renegotiate lease agreements to reduce their monthly payments. This can help to free up cash that can be used to pay down debt or invest in the business. 5. implement cost-cutting measures: Finally, companies can implement cost-cutting measures to reduce their expenses. This can include reducing staff, outsourcing non-core functions, or
consolidating operations. By implementing these long-term solutions, companies can not only thaw frozen capital, but also prevent it from freezing again in the future. These strategies require a long-term commitment and investment, but they can pay off in the form of improved cash flow and a healthier business. Long Term Solutions - Frozen
Capital: Thawing Frozen Capital: How to Revive Dead Money 6. The Role of Technology in Thawing Frozen Capital The role of technology in thawing frozen capital is crucial in today's world. Technology has brought forth new ways of managing and investing capital. It has also facilitated the flow of money across the globe, making it easier for
investors to put their money in various markets. 1. Blockchain technology is one of the most significant technological advancements in the financial world. It provides a decentralized and secure way of conducting transactions. blockchain technology has the potential to revolutionize the way we manage and invest capital. It can help to eliminate
intermediaries, reduce transaction costs, and increase transparency. 2. Artificial intelligence (Al) is another technology that has the potential to thaw frozen capital. Al-powered investment platforms can analyze vast amounts of data and provide investors with valuable insights. Al can help investors to identify profitable investment opportunities,
manage risks, and optimize their investment portfolio. 3. Cloud computing is also playing a significant role in thawing frozen capital. cloud-based investment platforms allow investors to access their portfolios from anywhere in the world. It also enables investment managers to manage multiple portfolios efficiently. 4. Mobile technology has also
contributed to the thawing of frozen capital. Mobile investment apps allow investors to manage their portfolios on the go. These apps provide investors with real-time market data, news, and alerts. They also enable investors to execute trades and manage their investments in real-time. The role of technology in thawing frozen capital cannot be
overstated. It has brought about new and innovative ways of managing and investing capital. As technology continues to evolve, we can expect to see more advancements that will help to thaw frozen capital and bring it back to life. The Role of Technology in Thawing Frozen Capital - Frozen Capital: Thawing Frozen Capital: How to Revive Dead
Money 7. Successful Thawing of Frozen Capital Successful thawing of frozen capital can be a complex process, but it can be done with a strategic approach. The key is to understand the reasons why the capital has been frozen and to have a plan to address those issues. There are several case studies available that provide insights into how frozen
capital can be successfully thawed. These case studies offer valuable information for businesses that are looking to revive their frozen capital and put it back to work. 1. Identify the root cause: The first step in thawing frozen capital is to identify the root cause of the issue. This could be due to a variety of reasons such as poor financial management,
bad investments, or even market conditions. Once the root cause is identified, a plan can be put in place to address the issue. For example, if the frozen capital is due to bad investments, a new investment strategy may need to be developed. 2. Develop a plan: Once the root cause has been identified, a plan needs to be developed to address the issue.
This plan should be based on the specific circumstances of the business and should be designed to achieve the desired outcome. For example, if the frozen capital is due to poor financial management, the plan may involve restructuring the business or bringing in a new financial management team. 3. Take action: Once the plan has been developed, it
is time to take action. This may involve making difficult decisions such as selling off assets or cutting costs. It may also involve bringing in outside help such as consultants or financial advisors. Whatever actions are taken, they should be designed to address the root cause and achieve the desired outcome. 4. Monitor progress: Thawing frozen capital
is not a quick process and it is important to monitor progress along the way. This will allow businesses to make adjustments to their plan as necessary and to ensure that they are moving in the right direction. For example, if the plan involves selling off assets, it is important to monitor the progress of those sales and to adjust the plan if necessary.
Successful thawing of frozen capital requires a strategic approach and a willingness to take action. By identifying the root cause of the issue, developing a plan, taking action, and monitoring progress, businesses can successfully revive their frozen capital and put it back to work. Successful Thawing of Frozen Capital - Frozen Capital: Thawing Frozen
Capital: How to Revive Dead Money 8. Potential Risks and Challenges in Thawing Frozen Capital Potential risks and challenges Thawing frozen capital can be a tricky process that poses some risks and challenges. It is important to consider the potential downsides before embarking on this venture. Some of the risks and challenges that come with
thawing frozen capital include the potential loss of value, tax implications, and legal issues. 1. Loss of Value: When capital is frozen, it is often because the market conditions are unfavorable for the investment. Thawing the capital in such conditions can lead to a loss of value. For example, if a real estate investment was frozen during a market
downturn, thawing it during the same downturn can result in significant losses. 2. Tax Implications: Thawing frozen capital can have tax implications that can be complex to navigate. For example, if the capital was frozen in a tax-deferred account, thawing it can result in significant tax penalties. It is important to consult a tax professional before
thawing frozen capital to understand the potential tax implications. 3. Legal Issues: Thawing frozen capital can also result in legal issues if the investment was frozen due to ongoing legal proceedings. For example, if the investment was seized as evidence in a criminal case, thawing it can result in legal consequences. It is important to consult an
attorney before thawing frozen capital to understand any potential legal issues. Thawing frozen capital can be an effective way to revive dead money, but it is important to consider the risks and challenges that come with it. It is always a good idea to seek professional advice before making any major financial decisions. Potential Risks and Challenges
in Thawing Frozen Capital - Frozen Capital: Thawing Frozen Capital: How to Revive Dead Money 9. Moving Forward with Thawing Frozen Capital Thawing frozen capital is a critical aspect of unlocking dead money. As we have discussed, there are various reasons why capital becomes frozen, and these reasons can vary from individual to individual.
However, regardless of the reason, the result is always the same: capital becomes locked up, and it is not working for you. If you have frozen capital, it's time to take action to thaw it out and put it back to work for you. To move forward with thawing frozen capital, consider the following insights: 1. Identify your frozen capital: The first step in thawing
frozen capital is to identify it. Look at your investments, bank accounts, and any other assets that you have. Determine which ones are not working for you and why. 2. Analyze the root cause: Once you have identified your frozen capital, analyze the root cause. Is it due to fear, lack of knowledge, or lack of time? Understanding the cause will help you
determine the best course of action to thaw your frozen capital. 3. Develop a plan: Once you have analyzed the root cause, develop a plan to thaw your frozen capital. This plan could include researching investment opportunities, seeking advice from a financial advisor, or simply taking the time to educate yourself on your options. 4. Take action: Once
you have a plan in place, take action to thaw your frozen capital. This could mean investing in a new opportunity, transferring funds to a higher-yield account, or simply moving your money out of a stagnant account. 5. Monitor your progress: Finally, monitor your progress. Keep track of your investments, account balances, and any other assets that
were previously frozen. Celebrate your successes and make adjustments as needed. For example, let's say you have a savings account with a low-interest rate. You've had this account for years, and the interest you earn is not keeping up with inflation. You've identified this account as frozen capital. After analyzing the root cause, you determine that
you've been hesitant to move your money because you're afraid of losing it. You develop a plan to research high-yield savings accounts and compare the rates to your current account. You take action by opening a new account and transferring your funds. You monitor your progress by checking your balance regularly and celebrating the higher
interest you're earning. Thawing frozen capital takes effort, but the rewards can be significant. By identifying and unlocking your frozen capital, you can put your money back to work for you and achieve your financial goals. Moving Forward with Thawing Frozen Capital - Frozen Capital: Thawing Frozen Capital: How to Revive Dead Money A frozen
account is a bank or investment account that doesn't allow outgoing transactions. Account freezes are normally the result of a court order, though, in some cases, the financial institution itself may initiate them. Freezes typically occur when the account holder has unpaid debts to creditors or the government, or when suspicious activity has been
detected in the account. A frozen account is a bank or investment account from which no outgoing transactions can be made.Account freezes are normally the result of a court order, though the financial institution itself may initiate them in some cases.When an account is frozen, it's often because of money owed to another individual or business. The
government can also cause an account to be frozen, such as for unpaid taxes.Account freezes aren't permanent, but they generally require certain actions on the part of the account holder before they can be lifted. Frozen accounts do not permit any debit transactions. When an account is frozen, account holders cannot make any withdrawals,
purchases, or transfers. However, they may be able to continue to make deposits and transfer money into it. There is no set amount of time that an account may be frozen. Freezes are usually lifted once the account holder satisfies the conditions that led to the freeze. When a bank account is frozen, it may be because of money owed to another
individual or business. Account freezes may also be the result of outstanding debt to the Internal Revenue Service (IRS). Any creditor that has a court judgment against an individual can have that person's bank account frozen. In fact, the creditor can actually freeze the account for up to twice the amount that they're owed. In order to process an
account freeze, banks and investment firms must first receive a court order. At that point, the financial institution it is legally bound to place a freeze on the account. The institution may also be able to temporarily freeze the account in certain instances without a judgment. When the institution sends a notice of the freeze to the account holder, that
person should contact the lawyer and phone number listed on the notice. If they didn't receive a notice after the account was frozen, they can call the bank and ask for the lawyer's name and phone number so they can attempt to settle the account. Financial institutions must freeze accounts immediately after they receive a court order to do so.
Accounts may be frozen or have a hold placed on them for a number of reasons. Regulators or a court may freeze accounts if the account holder fails to disburse payments that are due or commits other violations. In addition to bank accounts, brokerage accounts can also be frozen by the Federal Reserve Board under the stipulations of Regulation T
concerning cash accounts and the purchase of securities. A 90-day freeze is done to prevent freeriding, a prohibited act in which an investor attempts to buy and sell securities without fully paying for them in the meantime. During such a freeze, the investor may continue to purchase securities. However, they must pay for the trades in full on the date
they are made. Banks may also freeze accounts if they believe that certain account activity is suspicious or not in compliance with the law. This may stem from actions the bank suspects were fraudulent and possibly taken by someone other than the account holder, such as a scam artist. For instance, a sudden and unusually large withdrawal or
transfer to an overseas bank may indicate that an account has been compromised. Accounts may also be frozen if the owner passes away and an executor or administrator has yet to be named for their estate. If an individual is found to be complicit in certain crimes, their accounts may be frozen, potentially including those held jointly with spouses and
business partners. An account may also be frozen by a bank or a court of law if the owner is suspected of illegal activity. Additionally, account holders can request that the bank or institution freeze their accounts. They might want to do that, for example, if they're concerned about someone making unauthorized withdrawals. Account freezes are not
permanent but generally require the account holder to take certain actions before they can be lifted. The freeze is typically lifted once the person has made payment in full to clear an outstanding debt to a creditor or the government. In some cases, the creditor may be able to settle the debt for a lower amount after both sides have negotiated. In
cases of suspicious activity, the bank generally lifts a freeze order after an investigation is complete. If illegal activity is detected, or if the account holder is found to be complicit in any fraud involving the account, the account may be permanently closed, and any remaining funds may be seized. Any bills that you have arranged to be paid automatically
from your account, such as utilities or a monthly gym membership, will stop while the freeze is in effect. In this case, you will need to pay those bills in some other way. A levy is another way that an entity, such as the IRS, can attempt to collect money it is owed, typically by seizing the debtor's bank accounts or other assets. The account will be frozen
until the creditor has taken its share, perhaps all of it. Not to be confused with an account freeze, a credit freeze allows you to instruct credit bureaus not to share your file with anyone. This is often used to keep identity thieves from applying for credit in your name. Bank and investment accounts may be frozen for a variety of reasons. If you discover
your account has been frozen, contact the financial institution or its legal representative as soon as possible to find out what you need to do to have the freeze lifted. Cash is king - we’ve all heard it said and when it comes to your dealership, and more specifically your parts department, it couldn’t be truer. Cash flow is a key indicator of your financial
health. Anyone that has owned a business can attest - it helps you manage debt, ensures that there are funds available for business growth and strategy development, and gives your dealership more flexibility. While it is safe to say that most people in the business world understand the benefits of cash flow, many of us are unaware of the importance
that a well-performing inventory plays in the management of cash flow. Poorly managed cash flow is one of the biggest issues that businesses experience and the last thing you want to do is tie up valuable capital in inventory and slow-to-move parts. Measuring Performance Before solving your cash flow issues, with regards to inventory, you want to
understand how your inventory is performing. To do so, there are couple inventory performance indicators you will want to consider. Inventory Turnover - This is the number of times per year that your inventory sells. There are a number of ways to calculate inventory turnover, however, a cost of goods sold to average inventory value at cost ratio is
an accurate and popular measure. The higher your ratio, the better your automotive parts inventory is performing. In 2016, the average turnover for automotive parts & accessories was 4.8 times per year. Be careful however, an inventory that turns too many times can indicate not having enough stock on the shelf and could cost you lost gross profit
if you need to purchase locally. Order Turnaround Time - When looking at inventory, the amount of time that is takes to pick and receive the necessary parts for a customer or repair order is your turnaround time. A low turnaround time is key but it is important to balance swiftness with quality when it comes to improving turnaround time. The more
mistakes you make; the more time you will be adding to each customer’s order. Improving Performance You have probably heard of the 80/20 rule. When looking at it in terms of your parts department, this rule states that 20% of your inventory produces 80% of your revenue. As such, it is critical that you manage groupings of parts in different ways.
The first thing you want to do is identify parts that are quick moving. Often times these are less expensive, maintenance parts such as filters and brake pads and spark plugs. Individually, they may not be worth much, but when added together, you will quickly see that they bring in a substantial amount of revenue. You will want to stock more of these
items. This will allow you to optimize turnover, while ensuring your capital is tied up in parts that you know will sell quickly. Depending on your situation, you may choose to order more of these items less frequently, or vice versa. Keep in mind, however, that lower inventory holding values can be beneficial and ordering more frequently will minimize
obsolescence by ensuring you don’t get stuck with parts that used to move quickly but no longer do. The best way to determine how much of each should be kept in stock is to use historical data and trends. This will help you identify how much of these specific parts you use each month, quarter or year, allowing you optimize stock and economies of
scale throughout the year. Many manufacturers already have programs in place to do this for you. After this, you will organize the remainder of your parts by importance. Consider cost, turnover and lead times (how long it takes to get the inventory including ordering, shipping and receiving). You will want to keep these parts at more manageable
levels and special order others on a case by case basis if the part is used with little frequency and ties up large amounts of capital. Once you understand which parts are most important, you will be able to better balance consumption with costs, ensuring your inventory stock levels and cash flow are optimized. Other ways to improve cash flow are to
return your cores on a daily basis, keep up with manufacturer returns, take advantage of outside vendor programs, and most importantly, stay on top of your over aged parts. Special order parts if not watched closely will ruin a clean inventory very quickly. The best idea I have seen is to set appointments the same day the part is ordered for the
customer. Go get their car if necessary, just get those SOP’s installed! If you would like help optimizing your inventory for improved cash flow, contact us today. Years of experience have given us the tools we need to help you better manage your inventory. As always, cash is king. In today's volatile economy, companies need to take a serious hard
look at their working capital and where it is sitting in the business. Just how much of your capital is frozen in an iceberg of inventory? And how much of that can you turn into liquid cash? Over 90% of an iceberg’s volume is underwater and totally invisible at first glance. Only when you do a deeper dive, do you see the true magnitude of that iceberg.
The same concept holds true for your operations -- there’s a lot going on underneath the surface level. It’s time for a deeper dive. Frozen capital is defined when excess cash is invested in or used by assets that are not producing income. In the case of a manufacturing or distribution company, this usually equates to an overabundance of cash tied up in
inventory. Before we get into the details, let’s look at this helpful illustration from our colleague Michael C. Ryan, who is an inventory consultant with many years of experience assisting inventory-based businesses: Michael's illustration perfectly highlights the situation here (and his website has many other helpful resources, too). Your team might
have an understanding about some of the cash flow in your warehouse, but there's likely quite a bit more going on below the surface -- just like an iceberg. Ad hoc inventory practices, particularly for inventory replenishment, will freeze massive amounts of capital in places you can't immediately see. Without visibility, it's easy for that iceberg to
grow...and grow...and grow. That's what we mean when we talk about "frozen capital." Now let's get into just a little bit of the details here on how your cash flow gets frozen in the first place. If your cost of goods sold (“COGS”) is 2,400,000 per year, and your average inventory is 600,000, your inventory is turning four times (COGS divided by average
inventory). If you were to increase the speed that your inventory turns by one turn, your average inventory would be 480,000. (COGS divided by five turns). That one-turn increase unlocks 120,000 from your inventory. Think about what you could do with a 120,000 injection of cash into other areas of your business. The complexities of managing
inventory can be daunting. Balancing what you have versus what you need can be tricky for even the most seasoned inventory planner. What starts out as manually managing a few miscellaneous items here and there can quickly grow into a serious amount of inventory that becomes frozen capital. Without proper stocking criteria guidelines, you're
forced into a process of random and inconsistent decision making. When this happens, you end up stocking items that you don't need while not properly stocking items that you do need. Ultimately, this means you've tied up your cash AND you’re disappointing customers at the same time. If you find yourself in an overstock situation, here are some
handy tips to help you get rid of your excess stock.  Call your customers and ask if demand has changed Promote a sale through your social channels Place your excess stock close to your best sellers  Bundle in with a complementary product “Dial for dollars” -- selling the inventory at cost will unlock cash  Run a competition and use the
excess inventory for prizes  Use excess as freebies for industry influencers or customers that you want to impress  Donate to a charitable cause This immediate approach of resolving your current excess/obsolete stock problem is only treating the symptom. What you ultimately want to do is treat the root cause and create long-lasting
improvements. Our goal at NETSTOCK is to help you find the problem areas in your warehouse and fix the most impactful issues to keep your inventory running at an optimal level. Be sure to remember that when you have frozen working capital, you are putting your business at risk. In part two of this blog post, we will share some best practices and
criteria guidelines that you should use to avoid further excess stock and frozen capital dilemmas. Breakeven PointIn New Units. Net operating cost divided by total variable gross P.N.V.S. Net new unit sales required to cover net operating cost.Current RatioTotal current assets divided by total current liabilities is an indication of working capital
position. Guide: Should be 2 to 1 (2:1) ratio.Debt to Equity RatioThe amount of borrowed capital compared to the dealer's invested capital. Guide: The debt-to-equity ratio should be no more than 1 to 1 (1:1).Frozen CapitalAssets that are difficult to turn into cash, such as obsolete parts, over-aged vehicle inventories, past due accounts receivable or
excessive equipment.GDIComputed amount equal to the recommended minimum working capital plus net equipment and finance receivables deferred. Suggested minimum operating investment to capitalize a dealership.Guide Dealer InvestmentComputed amount equal to the recommended minimum working capital plus net equipment and finance
receivables deferred. Suggested minimum operating investment to capitalize a dealership.A method of inventory valuation that assumes the goods sold in any period are those most recently acquired, and the goods on hand at the end of the period are considered to have been in inventory the longest.Last In-First OutA method of inventory valuation
that assumes the goods sold in any period are those most recently acquired, and the goods on hand at the end of the period are considered to have been in inventory the longest.Net Cash PositionSum of Cash + Finance Contracts +Marketable Securities + Accounts Receivable New Vehicle + Vehicle Holdback + New Car, Truck, Demo & Used
Vehicles CPO Inventories LESS Notes Payable New Vehicle & DEMOS, Overdrafts/Lines of Credit, Customer Deposits & Customer Accommodations-SVC Contracts/Rep Refund. (Total should exceed an average month's total expense).Net InvestmentCorporation: capital stock, plus retained earnings, less dividends declared. Partnership or
proprietorship: investment less drawing. Remaining investment.NOCTotal overhead expense, less total parts and service gross. Indicates the costs which must be covered by new and used variable gross to break even on overall dealership operations. Overhead Expenses not absorbed by Parts and Service Gross.Net Operating CostTotal overhead
expense, less total parts and service gross. Indicates the costs which must be covered by new and used variable gross to break even on overall dealership operations. Overhead Expenses not absorbed by Parts and Service Gross.Net Working Capital StandardsThis is the dollar value of dealership's Net Working Capital determined necessary to sustain
the level of operations of the dealership envisioned in the contractual agreement between the dealership and manufacturer. Many manufacturers recompute the "standard" periodically based on the dealership's actual operating practices. The guide calculation is based on the dealer's operating practices for non-cash accounts, plus an average month
expense supply of cash.Net WorthNet investment plus profit year-to-date after taxes or excess of total assets over total liabilities. For LIFO dealers, add one-half of the LIFO reserve to net investment. Owner's equity in business.New Vehicle EquityInventory of new cars, trucks, and demonstrators, less notes payable new vehicles and demos. Guide:
Should equal 100% equity.Overhead ExpensesSemi-fixed expenses (new and used) plus parts and service expenses plus fixed expense and dealer salary. Expenses that do not vary directly with volume.Parts Inventory Months' SupplyParts inventory divided by average month's cost of parts sales equals parts inventory month's supply. Parts cost of
sales=total parts sales less other merchandise sales less grosses for wholesale and shop jobbing incentives, other merchandise, discounts earned, and inventory adjustment. Guide: 2 %> month's supply for large dealers to 4 %> month's supply for smaller dealers.Return on Operating InvestmentNet profit before income tax, annualized, divided by
operating investment. (Working capital plus net equipment (cost less depreciation) plus finance receivables deferred-net.) Return on actual amount of business capital.Selling Gross-Vehicle DepartmentTotal departmental (new or used) gross less total variable and total semi-fixed expenses. Department operating profit before allocation of fixed
expense.Service AbsorptionTotal parts, service and body shop gross profits divided by the sum of total fixed expenses, parts, service & body shop sales expense and dealer's salary. Guide: Benchmark is 70% - 100%.Total Liquidity PositionNet cash + Marketable Securities and 50% of Used Vehicle inventory, less customer recommendations for service
contracts/Repo refunds. Guide: Over 200% of average month expenses.TLPNet cash + Marketable Securities and 50% of Used Vehicle inventory, less customer recommendations for service contracts/Repo refunds. Guide: Over 200% of average month expenses.Units in OperationNumber of vehicles currently in operation in a given market area.
Includes ten model years of Ford vehicles (also L-M if a dual dealer) that were registered as of July 1 of the previous year.UIONumber of vehicles currently in operation in a given market area. Includes ten model years of Ford vehicles (also L-M if a dual dealer) that were registered as of July 1 of the previous year.Used Vehicle-Days' Supply-
DollarsCost of sales during a 30-day period, divided by number of working days equals daily rate cost of sales. Inventory dollars, divided by daily rate cost of sales equals daily rate cost of sales. Inventory dollars, divided by daily rate cost of sales equals dollar day's supply of inventory. Guide: 30 daysUsed Vehicle-Days' Supply-UnitsNumber of used
vehicles sold during a 30-day period, divided by number of selling days equals daily sales rate. Number of used vehicles in inventory, divided by daily sales rate equals day's supply. Guide: 30 daysWorking CapitalTotal current assets plus LIFO reserve less total current liabilities equals actual working capital. W/C,W / CTotal current assets plus LIFO
reserve less total current liabilities equals actual working capital. In Part 1 of our 2 part collaboration “How frozen is your capital,” we explained how your cash flow can become frozen in the form of excess stock and we provided some suggestions on what to do to get your cash flow moving again. These suggestions merely treated the symptoms, and
we indicated that to prevent excess inventory from occurring in the first place, one needs to have an inventory plan in place.You can't measure what you don't track, and you can't track what you can't see. To avoid your iceberg of frozen capital from growing and to prevent the inevitable sinking of the ship, we have put together, with the collaboration
of our colleague and Inventory specialist Michael C. Ryan, a few tips. These ideas and processes will help give you full visibility of your inventory investment so you can keep your capital flowing.Classify your inventoryClassifying your items allows you to focus on your primary SKUs -- the ones that bring you most of your business. The 80/20 rule most
often applies, in that 20% of your items give you 80% of your sales. Knowing that gives you the ability to focus on the most important areas of your investment.Recognize your seasonal peaks and troughsThrough your sales history analysis, you will learn when your peak periods are and can ensure that you order accordingly. Seasonality can be tricky,
so keep an eye on how demand affects lead times and your replenishment cycle.Categorize your supplier's behaviorThrough your supplier order history, you can quickly determine supplier performance. How often were they late? How often did they not supply the full order? Judge them on both quantity and time.Understand your customers’
preferencesPopular items are the ones you can't afford to be out of stock on. For these items, you will want a high fill rate -- as close to 100% as possible. Your slower movers can do with a lower fill rate. The higher the target fill rate, the more safety stock you will need to buffer the risk.Define your safety stock requirementsNow that you have
classified your inventory, have a better understanding of your sales and knowledge of your supplier performance, you can analyze what type of quantities you need to keep as insurance or safety stock. Your safety stock is there to protect you when your supplier lets you down or when your sales forecasting isn't accurate.It's clear to see that to classify
your inventory, set your inventory stocking criteria, as well as your safety stock criteria, will require a bunch of mathematical formulas to be accurate and automated. Although companies try to do this using a mix of data dumps from their ERP into spreadsheets, it's incredibly time-intensive and hugely prone to human error. It's at this stage that you
should be looking at tools that have been developed to manage this exact function. Without an inventory management tool, your iceberg of frozen capital will continue to grow and grow, and that could ultimately sink the ship. At NETSTOCK, we give you the tools you need to run your inventory at optimal efficiency, and we achieve this, timeously and
cost-effectively. As always, cash is king. In today's volatile economy, companies need to take a serious hard look at their working capital and where it is sitting in the business. Just how much of your capital is frozen in an iceberg of inventory? And how much of that can you turn into liquid cash? Over 90% of an iceberg’s volume is underwater and
totally invisible at first glance. Only when you do a deeper dive, do you see the true magnitude of that iceberg. The same concept holds true for your operations -- there’s a lot going on underneath the surface level. It’s time for a deeper dive. Frozen capital is defined when excess cash is invested in or used by assets that are not producing income. In
the case of a manufacturing or distribution company, this usually equates to an overabundance of cash tied up in inventory. Before we get into the details, let’s look at this helpful illustration from our colleague Michael C. Ryan, who is an inventory consultant with many years of experience assisting inventory-based businesses: Michael's illustration
perfectly highlights the situation here (and his website has many other helpful resources, too). Your team might have an understanding about some of the cash flow in your warehouse, but there's likely quite a bit more going on below the surface -- just like an iceberg. Ad hoc inventory practices, particularly for inventory replenishment, will freeze
massive amounts of capital in places you can't immediately see. Without visibility, it's easy for that iceberg to grow...and grow...and grow. That's what we mean when we talk about "frozen capital." Now let's get into just a little bit of the details here on how your cash flow gets frozen in the first place. If your cost of goods sold (“COGS”) is 2,400,000
per year, and your average inventory is 600,000, your inventory is turning four times (COGS divided by average inventory). If you were to increase the speed that your inventory turns by one turn, your average inventory would be 480,000. (COGS divided by five turns). That one-turn increase unlocks 120,000 from your inventory. Think about what you
could do with a 120,000 injection of cash into other areas of your business. The complexities of managing inventory can be daunting. Balancing what you have versus what you need can be tricky for even the most seasoned inventory planner. What starts out as manually managing a few miscellaneous items here and there can quickly grow into a
serious amount of inventory that becomes frozen capital. Without proper stocking criteria guidelines, you're forced into a process of random and inconsistent decision making. When this happens, you end up stocking items that you don't need while not properly stocking items that you do need. Ultimately, this means you’ve tied up your cash AND
you’'re disappointing customers at the same time. If you find yourself in an overstock situation, here are some handy tips to help you get rid of your excess stock. Call your customers and ask if demand has changed Promote a sale through your social channels Place your excess stock close to your best sellers  Bundle in with a complementary
product  “Dial for dollars” -- selling the inventory at cost will unlock cash  Run a competition and use the excess inventory for prizes Use excess as freebies for industry influencers or customers that you want to impress  Donate to a charitable cause This immediate approach of resolving your current excess/obsolete stock problem is only
treating the symptom. What you ultimately want to do is treat the root cause and create long-lasting improvements. Our goal at NETSTOCK is to help you find the problem areas in your warehouse and fix the most impactful issues to keep your inventory running at an optimal level. Be sure to remember that when you have frozen working capital, you
are putting your business at risk. In part two of this blog post, we will share some best practices and criteria guidelines that you should use to avoid further excess stock and frozen capital dilemmas.



