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Second of two parts

Last week, we discusscsd some
pluses and minuses of investing in tax-
exempt securitles. This week, we will

the attendant risks of these
securitles,

How safe are municipal bonds? In
gencral, they are considered second in
safety only to U.S. Government obliga-
tions. According to Standard Poor's, a
service that rates the safety of bonds,
there have been only 362 bankrupicies
slnce 1936 among 80,000 potentlal is-
suers of munleipal bonds.

What protection does an Investor

companies against such an event.

These bonds carry a A ratlng, the high-

est railng given by a credit rating ser-
vice. The issuer pays for the insurance.
Yiclds on such bonds are relatively low
because they are consldered safer.

What are bond ratings? Two major

————

Sid
Mittra

finances and you

services rale the safety of
bonds: Standard Poor's and Moody's
Investors Scrvice. Raters usually con-
alder four key factors.

First, the ratlng services look at the
community's economic base. Is it de-
pendent on one Endustry or company?
It s0, how 1is that industry or flrm
dolng?

Second, they look &t the flnanlclal
Ia the

ry of meoting debt payments and ex-
amine the {Inancial backing of the debt,
The rating agencies ask how much ad-
ditfonal money the clty or state will
have to borrow, that impair the
abllity to pay off present debt?

Fourth, they examine the political
factors surrounding ' the issuer. How

stato regulatory commissions are wlll-
ing to allow rate hikes to cover In-
creased costs,

Do politic] factors cause a clty's
bond rating to fall? Yes, they do. For
example, in 1983 Standard Poor's re-
duced Chicago's rating because of ma-

bave ngainst future municipal de-
faults? An investor can buy bonds that
are protecied by private Insurance

position of the issuer.
ty's income meetlng its expendltures?
Third, they look at the kssucr’s histo-

well is the 8 7 In
the case of publicly owned utllitles, rat-
Ing agencles also consider whether

Jor between Mayor Harold
Washington and the elty councll In clos-
ing 2 $100 million deficlt.

“

How can I buy and sell tax-exempt
bonds? In most cases, your broker can
buy or scll bonds on the open market,
as if they were stocks or corporate

bonds. In some instances, It may take

longer to find a buyer or a seller, espe-
clatly if the issue is not well kndwn.
Bonds arec. usually sold- ln units of
$1,000, :

Brokers also sell unlt trusts ~ port-
follos of munlcipal bonds that are usu-
ally held untf) maturity, The maln ben-
eflt of these trusts ks that they are dl-
versified and usvally pay moanthly divi-
dends. Investors can also bu;
municlpal-bonds funds, which are man-
aged portfollos of bonds,

Munlclpal bonds can be the top

| Tax-exempt securities — are they for you?

your financial adviser, who can make a
professional determination of your
needs for investing In tax-exempt secu-
ritles. ' -

FINANICAL PLANNING SEMI-
NAR: The Observer & Eccentric Nows-
papers and Coordinated Flnancial
Planning staff will conduct a financlal
planning seminar on Tuesday, March 6,
at the Michigan State Universily Man-
agement Center in Troy, This session
features comprehenslve flnancial plan-
nlng, retirement planning, Investment
planning and tax shelters, Admluslon is
free, and no registration ks necessary.
For more detalls, call 643-8889,

Sid Mittra is a profcssor of eco-
nomics and management at Oak-

cholce of many Investors. But before
you jump In, make sure that these
bonds are for you. If possible, consult

land University in Rochester dnd
- president of Coordinated Financial
Planning Inc. in Troy. I
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In Front Of
290,000 People.
Call 644-1100
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MASTER BUILDERS AND DESIGNERS

Room Additions « Dormers
Kitchens * Baths

555 South Woodward » Suita 1004
Biminghom, M} 48011

644-8054

Home
security
and energy
costs,

two of the
biggest
concerns
of American
home owners.

Until now, the only means of dealing with these problems were storm
windows, wrought iron bars and burglar alarms. Now, asingle product,
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Dozens, now & used,.famous names...
Baldwin, Steinway, Wurlitzer, Young
Chang, H d les, studi
grands..racenily used by Michigan Band
Diractors Competition...

« Naw full 42" console planos from .
« Now 5'2" Grand Piano ...

Stelnway 5'10", Rebuilt Grand only
Hammond orgsnes, variety from ...........$860

otHers useo nok SA85, cranps rrom S 1695

. E-ZBANK TERMS « YISA - MASTERCARD

Dearborn §63-0640 ¢ Northla

nd 8681970
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Solaroll®, not only provides an exciting new alternative to these age
“old remedies, but offers shade and a pleasing inferior effect as well,
Solaroll's vase of operation and year-round versatility sleals a little
thunder from every window treatment and security concept on the

b—J market, That's how Solaroll® earned the reputation of being. ..
{#] A Shode Better Than The Rest,
e WINDOWS

z \ | - >\ DOCRS

v N ool SKYLIGHTS

o . (e GREENMOUSES
By ~ .

o\ 77~ solar sales Ine.

% 535-1818

CHICAGO
AUTO SHOW.

SALE

Slightly used carpet from
the Chicago Auto Show
now available in a wide
variety of colors and -
styles.

.GOING ON NOW!

1$1%0 sS40,

Bochatein, world's
most honored plano - 1610, Huater
Now on display
L .

BIRMINGHAM 847-1177
DETROIT 875-7100
5510 Woodward
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...and more,on IRA’s

12% compounded
anpually! That's the
currgnt inferest rate
onaTi ica

%

banks and savings and loans can't !
or won't offer. ‘ :
For mare detaits on the interest- .
of aTrar ica

Lite IRA* Try an
tind a bank or sav-

ing g
Lite IRA, callus ormail the coupon:*
1577 :

ings-and loan that
can top this,

Whal's more, you
can never oullive your Trans-
amartca Life IRA. Thata because
oven if you surviverio 120, the
Individual Retiremant Annuity
you gatfrom us keeps paying. Your
Transamorica Lifa IRA is an annu-
ity, with a lifetime of income
guaranteed based on how much
monay has accumutated in your
account, That's somathing the

“Contract 4 4585 11178 or 4-585 11180,
Curront intorost sata in ottect Fabruary 15.
IH% guarantoed minimum intorost. Cutron!
intorast rates aro noither guarantood nor
410 they ostimates for ha fulurs. Eoraltios
imposad for oarly withdrawat, S,

.

EDWARD E. ARCHEY, JA,, CLU
BRANCH MARAGER
3221 W. BiG BEAYER
BUITE $11 .
£.0. BOX 1150 .
TROY, NI 43099
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