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Try to offset profits Big debts, Iow' savihgs
threaten the recovery

With next April's tax-filing deadline
stitl several months away, It Is all too
easy to neglect some tax-cutting moves
that you would have to make in the
next few weeks — before 1983 ends.

Thanks 1o the liklihood of profits
from the advancing stock market —
and 2 new wrinkle that widens the
reach of the “alternatlve ml

Sid
Mittra

finances and you

tax” — you may have to da some more
sophisticated maneuvering.

In the TEFRA, Congress made cer-
tain changes In the tax Jaws that re-
quire you to fIgure your taxes two ways
and pay according to whichever onc

shows you owe the most. It is known as

the alternatlve minlmum tax.

HERE IS HOW the tax law might af-
fect you. Until this year, If you ex-
erclsed an option to buy 5,000 shares of
your company’s stock at $20.00 each,
when the market price was $110,000,
you paid no tax on the immediate bar.
gain element of $500,000,

And what If you were also lucky
cnough to have blg depreciation deduc-
tions on a real estate Investment,
enough to reduce your 1983 tax liability
10 near zero?

Unfortunately, the plcture has
changed, and you must also figure your
tax bite under the expanded alternatlve
minimum tax.

Because your stock optlon's bargain
element is a preference item, you end
up owlng $92,000 to Uncle Sam.

AND IF YOUR stock plunges next
year, you can wind up having pald tax
on a paper profit you will never real-

Ize. Obvlously, If you are In a position
to exercise a stock option In 1983, you
should gather your records and com-
pute your tax blte before declding
whether to acqulre the stock now — or
if you would save by waiting until 1984,

1t is possible that not every stock you
bought in 1983 rose in value. There
may be some real tax benefits If you
sell the losers before the end of the
year.

The reason is that short-term capltal
losscs that result from assets that have
been held less than one year are fully
deductlble first, agatnst short-term
capital gains, then against long-term
capltal galns, and then against a maxl.
mum of $3,000 worth of regular In-
come.

YOU SHOULD ALSO carcfully ex-
amine the stock you bought only a fow
months ago that fmay have Increased

- substantially in value, but that you sus-

pect Is reaching a plateau,

Selling will produce a health galn —
and heavy taxes, too. So check your
portlolio for a bond that you have held
for 10 or 15 years, one that is paylng a
low rate,of interest and has a de-
pressed value in today's market,

You can sell it for a long-term capl-
tal loss,

Ordinarily, if you are trylng to offsct
regular income, a long-term loss is not
as good as a short-term loss. The tax
laws require you to have two dollars
worth of long-term loss to offset cvery
one dollar of your salary.

But it can offset the short-term stock
game, dollar for dollar. Selling both the
bond and the stock can put you in a po-
sition of proflt without a blg tax liabill-
ty.

SEMINAR: The Observer & Eccen-
tric Newspapers and I wlll conduct our
next  flnanclal planning semlnar
Wednesday, Dec. 7, 1983, from 8.9:30
p.m. at the Michigan State Unlversity
Management Education Center, Troy.
Topics will include year-cnd tax plan-
ning, tax shelters, reticement and com-
prehensive planning. The semlnar is
Iree, but reglstration is required. For
more details, call 643-8889,

Sid Mittra is president of Coordi-
nated Financial Planning Inc. in
Troy and a professor of manage-
ment at Qukland University in Ro.
chester.
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By Tim Richard

stoff writer .

Amerlea’s economy will rebound In
the next year, but long-term recavery
is seriously endangered by the mount-
ing federal debt, accordlng to W. Mi.
chael Blumenthal, board chalrman®of
Burroughs Corp.

“If we want to get the budget in
shape, you can’t do It by cutting waste,
You can't do it by cutting defense. It
must be a package deal. Every element
must make a contributlon,” said the
former treasury secretary under Jim-
my Carter,

HE AND OTHER former treasury
chlefs — Democrats and Republicans
~— are urging national leaders not only
1o cut spending but to raise consump-
tion taxes and encourage savings,

“Our savings arc not growing, We
have the most consumpilon-oricnted
cconomy and the least savings-oriented
cconomy In the free world,” Blumen.
thal sald. .

The former college cconomics in-
structor Monday addressed the Detroit
Economic Club and guests from Law-
rence [nstitute of Technology, the Uni-
versity of Michigan and Southfield pub-
lic schools.

“THE SAVINGS pool Is too small to
continue the recovery,” sald Blumen-
thal, blaming a projecied series of $200
billion-a-year deficits for soaking up 51
percent of avallable savings this year,
57 percent in 1984 and 55 percent in
1985,

In normal recoverles, he said, gov.
erament debt absorbs 30 and 21 per-
cent of savings In the second and third
years ol recovery, .

Besldes cating up savings, how are
federal deficits hurting the economy?

Blumenthal said deficits keep inter-
est rates high, luring in foretgn curren.
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AUTO SHOW —’
FALL REMNANT

SALE

Slightly used Natlonal Auto
Show and Convention
carpeting now avallable in
a wide variaty of colors and
ntyles.
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Come In Now For Best Selection
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W. Michael Blumenthal
“politics, palitics, politics”

cy. This generates a demand for US.
dollars. keeping the dollar’s price high.

A COSTLY DOLLAR ralses the
price of American exports and lowers
the prices of imports — particutarly
Japanese autos.

“The dollar is over-valued by 20 to 25
percent,” Blumenthal said, “Cut de-
mand for the dollar, and the yen will go
up. You won't nced to worry about quo-
tas and (domestic) content Jegislatlon.™

He sald the trade deficit of $70 bil
tion this year, rising to an cxpected

. $100 billion next year, would cost

Amerlean labor 2% to 3 million jobs,

s Ping
default on thelr debts — §750 billion
and rising — some American banks,
which hold much of It, could go out of
tusiness, he added.

“WHY CAN'T political leaders act?”
asked Blumenthal. He answered his
own question; “Politics, politics, poli-
ties.

“To get the budget in shape requires
difficult decislons that will not be
pleasing to voters. Everyone is dug in.
Everyone is cngaged in codified dou-
ble-tatk. ¢

“The president says taxes must go
down and defense must go up.
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A Personalized Financial
Plan lailored specilically
for your family

Are you really satisfied that your family's financial program
5 totally adequate for today and for the future? Have you
realistically censidered those bolhersome, contusing details
that can seriously atfect your plans— inflation . . . faxes
Social Security? Does your present method of savings,
invastments and life insurance ownership allow you to make
use of your after-tax dollars?

Now there's an easy way 1o create a realistic financial plan
tor you and your family through our persenahzed Financial

Here's How It Works
You concerning your asscls, your

This information 1s processed through our computers—
programmed by specatists 10 the helds of investments,
tnsurance and tinanciat planning—correlating inflationary
tactors and Sociat Secunty benefits.

You receive a conlidential 15- to 25-page report otfering
tirm, realistic recommendations for
cial program, based on your noldings, your needs, your

~Liberals say their kind of spending
shoul0 not be reduced and certaln taxes
should go up. Privately, all know action
maust be taken.”

BLUMENTHAL advocated:

® Holding the line on clvii service
and military pensions. A federal em-
ployce with 30 years sealority can re-
tire on 80 percent of his last pay while
a similar employce in private industry
draws 50 pereent.,

¢ Putting a 1id on medicare, whose
increases he deseribed as “astronomi-
cal.”

& Holding down on socal security
because “we cannot afford 100 percent
indexing™ (tylng bencfits to the con-

« sumer price Index).

® Placing a value-added tax on con-
sumption, raising revenue and reliev-
Ing the income tax's pressure on sav-
ings and capital gains. To those who
raise a liberal eyebrow at consumption
1axes, Blumenthal replied “it's possible
(0 have progressiveness by exempting
Tood"

@ Closing unspecified “loopholes™ in
the income tax.

® Taxing energy in an unspecified
way.

IN REPLY to audience questions,
Bl sald he has “ab: y no
interest or Intention™ of secking elec.
tive or appolntive federal office, *I've
been there twice.” He plans to stay at
Burroughs until hls retirement in seven
years,

Besides serving as treasury sccre-
tary, he was once In economic affairs
In the State Department and in the
mid-1970s was being pushed for a Dem-
cocratle Senate run.

Far from regretting his company's

1o Detroit, Bl

said, "Detroit and Michigan have been
very good to our campany. Our em-
ployment is rising. As far as we can
see, that growth will continuce. I am op-
timistic about the state.” Burroughs
has plants in Detroit and Piymouth
Township.

Asked 1f he has any plans to merge
with RCA or General Electric, he
quipped: “We have no plans to acquire
RCA or GE.”
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