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finances and you

Sid
Mittra

is unsettling

This column was inadvertently
run without the chart.

Last. week we argued that infla-
tlon does reduce the real return of a
bond. We wlll elabarate on this point.

Concept of real return:

For the most part, we arc used to
dealing with actual ‘dollars we
receive from a bond investment.
Converted as a percentage of the to-
tal [nvestment, the rate of return
gives us the basls for comparing a
bond's return with other

dropped to thelr lowest tevels since
1982,

The progoosis:

Itls mlhri‘r wurrl.wml: thnl duplle

o

ed ylelds on !ong Lcrm bomi: prc-
sumably because of high (8 percent)
nomlnal returns, investors have been
snapplng up long-term bonds, con-
tributing to the bond market's cur-
rent rally,

I am not implying that investment
In long-term government bonds is

market Investment.

uFor example, i I invest $1,000na
bond and reccive $80 cvery year, my
raturn is 8 percent (80/1,000 times
100). This is called Lhe nominal re-

urm.
If I adjust it for inflation which Is.
tunning at say, § percent a year, my
real rate of return, or inflation-ad-
Justed rate of return, Is just 3 per-
cent (B percent minus 5 percent),

The record:

The accompanying chart, pre-
pared by Kicinwort Benson Govern-
ment Securitles Inc., shows the nom-
inal as well as the real, or inflatlon-
adjusted, yicld on 30-year treasury
bonds for the perlod 1981-89.

Notice that cven though the nomi-
nal rate was as high as 13 pereent at
the beglnning of 1961 and around 9
ppreent in May of 1889, the respec-
tive real rates on those two occa-
slons were only 3.9 percent and 4.3

reent.

tIn fact, the real rates now have

bad; in fact, di ding upon indlvid-
ual clreumstances, it can be an at-
tractlve addition to a diversified
portfollo.

However, caution should be ex-
erclsed before making a decision to
Snvest in fixed income sccuritles.

Semlnar: “Planning Slruleglu for
the Young and Successful,” “How to
Tame the Volatile Market,” “Long-
Term Health Care,” “Annuitles —
the Only Tax Shelter Left?” and Re-
tirlng = Your Best Financlal Chole-
es”

The semlnar, sponsored by the Ob-
server & Eccentric
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Coordinated Financial Flnnnlng wll)
be 7-9 p.m. Tuesday, Aug. 8, In the
offices of Coordinnted . Financlal
Planning, Sheffleld Offlce Park,
3250 W. Blg Beaver, Sulte 540, Troy.
For reservations, call 643-8888.
Sid Mitira is a professor of
finance, school of business at
Qakland University and owner of
Coordinated Financial Planning.

marketplace

Ch! Systems, Inc,, and Root Asso-
clates, Inc,, have cstablished a new
business venture to provide labora-

tory consulting services for hospi-
tals, independent Jaborataries, and
related health care organlzations.

The new venture wilt be known as
Chi Laboratory Systems,

Federal APD of Farmington Hills
has appointed Dennls B, Green & As-
soctates, Inc. of Southficld as thelr

and training, bas been selected' bt
Ford Motor Co, as an approved veze!
dor for a financial education pro-“

gram belog offered to salaried énf-‘
ATTENTION EMPLOYERS advetsing gy ployes ,
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Far hiring infermation, contact THE LEAD AGENCY
ACTION MANAGEMENT CORPORATION
CALL (313) 474-0223

THE IPC/SELASTOMER RESOURCE CENTER 20853 FARMINGTON RD. FARMINGTON HILLS, M!
In cooperation with the IPC Joint Adjustment Commities
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OCC Students —

KITCHEN & BATH CABINETS

upT0 80% OFF RETA
® COUNTERTOPS o CAS & ELECTRIC COORTORPS
UPTOS55% OFFRETAIL |

'RANGE HOODS
| WERE s1oo Now $30

We're waiting for your call ...

Touch *Tone registration is now available to all l

=

currently admitted students who want to enroll in

classes this fall.

T

* MODULAR ENTERTAINMENT CENTERS =/ "~

-»SHELVING & DESK SYSTE!\/S

+*MEDICINE CABINEITS
«LIGHT FIXTURES. -

UPTO 60% OFF RETAL

Take advantage of this new, fast and convenient

service from now through August 8.
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*OVERSTOCKED
« SECONDS
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Refer to your new schedule of clas. fo p «SCRATCH & DENT UNITS ;
information on Touch *Tone registration or phone |} AT :
' CIVEAWAY PRICES ;
540-3133, Monday - Friday from 7 a.m. to 10 p.m. » CASH & CARRY ONLY * ALL SALES FINAL 5 ,
. Frior sales and Builder Charge Accounts excluded. h :;

and Saturday from 9 a.m. - 5 p.m. . o ‘ B
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