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fund expenses
matter?

ver since the S&P 600 entered
the stratosphere some three
years ngo and still refuses to
come down to carth, millions of mutu-
al fund investors have been asking
the obvious question: If Vanguard
. expenses are only 0.3 percent but can
match the S&P 500°s return, why
should we buy higher expense mutual
funds?
This is not a simple question to
answer, as we shall shortly observe.

. Bigger is not better
_ As the fund industry has expanded
in the past decade from $770 billion
in agscts to more than $4 trillion,
.nverage expenses charged to stock
_fund investors-have actually risen
fram 1.28 percent to 1,49 percent, The
same applies to bond funds, whose
. avernge expense ratio is 1,05 percent
_today, verses 0.89 percent a decade
ago.
In fact, a study dane by Jack Aber,
- . professor of finance at Boston Univer-
. sity, shows that as fund size increas-
es, fund expenses tend to rise rather
than fall. N

How expenses affect returns
X To caleulate the expense ratio a
- mutual fund starta with its total oper-
ating expenses. These include
snlnrics.‘ rc.qc{lrch expenses, telecom-
jon, hold ts,

check praceasing, tax reporting and
* other costs of keeping the fund run-

ning.
The fund then divides these expens-
es by the total number of dolinrs
under management. For example, a
fund with $10 million in asseta and
$120,000 in operating expensges will
have a 1.2 percent expense ratio
($120,000/810 million). These cxpens-
es reduce your net return,

1s n 1.2 percent expense ratio good?
It all depends on how well the fund
daes, To deliver a 10 percent return to
you, the fund moanager would have to
earn 11.2 percent before expenses. A
lower cost fund with expenses of 0.3
percent would only have to carn 10.3
poreant to genernte the same 10 per-
cent return. -

Typicnlly, this means that the man-
ager of the fund with higher expense
has to work harder to deliver the
same performance as a fund with
lower expenses.

“OK,” vou say, “So, can I conclude
that ruy dest bet is to buy the inex-
pensive Vanguard Index 600 with an
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Sig Mittra, Ph.D., CFP, is professor emeritus
of finance at Oakland University and owner of
Mittra & Associates, o Rochester Hills finan:
cind consutting firm, This column was critically
reviewed by Professor Jersold Grossman of OU.
You con e-mail questions or comments ta Sid
.1} Mitra at smittraGoeanting.com.

BY BARB PERT TEMPLETON
SPECIAL WRITER

When Gary and Suzanne Lichtman recently com-
pleted a auccessful promotion that brought their

when the company president didn't wish to share
their name with others in the industry.

What higher a campliment could the young public
relntions firm get than tho iden that their expertise
was too valuable to share?

The Farmington Hills couple own Lichtman &
A iates, ializing in media and
public relations. The husband and wife duo operato
their 18-month-old business from their home.

The sot-up allows them

m ‘They have greater flexibility in
done a great ndd;ouing their clients
needs plus nn opportunity
jobh for me and 45 bo close by for their 7-
1, definitely, year-old daughter Natalie.
highly “Late night phone calls
d are a common occurrence
racommen hero at our home office and
them.’ that's l:’inc l;lecnuac we
.; know that’s the way it is
Rya"’ McNeil and that's the kind of sor-

St. Louis Rams vice we want to offer our
-cornerback clients,” Gary Lichtman
said,

A former medin rclations
_director for the University of Detroit Mercy, he has
more than o dozen years experience in public rela-
tions. In fact, today his new firm counta the Univer-

sity of Detroit Mercy among its growing client list.

Suzanne Lichtman spent a decade as a project
manager at AAA of Michigan before joining Gary
full-time in the business last fall, So far business
activities have been split between the couple.
Suzanne handles the contracts, invoicing and office
work while Gary deala.with the outside appoint-
ments with clients,

“It's wonderful if you think about it becauss I'm
not only working with my wife, but also someone
with abilitics and talents that are not at all my
atrong auits,” Gary Lichtman said,

“We know each other and so we know each others
strengths and weaknesses,” Suzanne Lichtman
said, “I have experit doveloping bud and
now I'm dealing with the insurance and working
with attorneys and thot's where 1 feel comfortable.
Gary is more the creative side of things. He likes to
get out thero nnd schmooze the clients.”

At this point the firms client list'is quito varicd.
Clients include ZenaComp Inc., o technology service
firm in Livonin, Historical Trinity Lutheran Church
in Detroit, Michi Ballet C y and ing
ton Philharmonic. The latter two organizations

received public rolations scrvices from the Licht-

cliont national exposure, they weren't insulted .

Small firm's service getting big business

N o
Partners: Gary Lichtman, left, and Su

own public relations firm out of their

mans on a pro bono basis,

“QOur client base is very diverse. Trinity Lutheran
is ono of the lnrgest churches in Detroit, it's o Goth-
ie Cnthedral,” Gary Lichtman said. “And each client
that we have worked with so far has been referred
to us. That's the fun and exciting part of this busi-
ness.”

“It has all really been word of mouth,” udded.

Suzanne Lichtman.

The firm's most recent client additions, Detrait
Lion Robert Porcher and former Lion and current
St. Louis Rams ployer Ryan McNeil are a good
example of that. :

The Lichtmans quickly discavered that servicing
sports clients isn’t o wholo lot different because ath-
letes want community involvement and positive
wmedia exposure too.

“Our job is to get TV and radio spots and atten-
tion from the print medin for our clients. We cover
the full spectrum of the media,” Gary Lichtman
snid. “And sports isn't just a game these'doys it's a

zanne Lichtman, right, recently started their
Farmington Hills home and are already rep- '
resenting big names like Detroit Lion Robert Porcher, center, )

1 sk

" snid L
“IL is actunlly big business because the clients
want to be the best that they can be and we help
wj:]h that aspect of their career,” Gary Lichtmon
a 5 R
The Lichtmans don't work directly with negotint- |
ing player contracts, but do serve as publicists |
hired to work‘with the athletes and their agents.
Their job reveolves around garnering pogitive publie-
ity for the athletes while keeping a close eye on the
piayer's status and following in the public cye. :
Robert Porcher, Lions defensive lineman and
founder of Porcher and Friends Charities, hired
Lich & Associl as di for a recent
camp he hoated for arca teenngors. Porcher.
reccived a grant from the NFL to host a football
camp for high school kids, - .
The event, held at Martin Luther King High_ |
School in Detroit, welcomed 100 athletes and was a” |
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County supports Deneb Robotics progranis

Onkland County L. Brooka

Comerica Index:

* Patterson has given his unqualified

support to an initiative being spear-
headed by Deneb Robotics of Troy to

blish educational an ining pro-
grams which will prepare today's stu.
denta for jobs in the new and rapidly
growing fields of virtual design and
manufacturing.

This concept was originally discussed
at an cducationalitraining forum held
at tho Information Technology Audito-
rium on the Ockland County govern-
ment campus. A follow-up meeting is

Troy speaker to teach ways to improve performance

The Detroit Chapter of thu A

‘B_AUTOMATION ALLEY

planned for the end of August.

Dench Robotics, which produces
three dimensional physics-based com-
puter simulation software for industry

including the Big Three nutomakers,,

has launched a collaborative effort
with cdueation nnd business to find
ways to meet the unparalleled demand
for akilled technicians who have a mas-
tory of this new cutting-edg hinol

Y
Patterson says what Deneb is trying

to accomplish fits in with his plan to
market the 1-75 and 1-696 corridora in
Oakland County as Automation Alley,
One of Patterson’s goals is to promote
Automation Alley nationally as a high-
tech corridor which offers state-of-the-
art technology.

“It would add dramatically to our
ability to attract high-tech firms to

Axtomation Alley if we' could offer

for Corporate Growth will host national-
ly known writer, speaker, and consul-
tant William W. Armstrong, ot its July
Breakfast Meeting at 7:45 am., Tuesday,
July 14, .

The meeting will be held at the Sky-
lino Club, located at 2000 Town Center,
on the 28th floor, Southfield (off John
Lodge Expressway).

The meeting will focus on issucs
raised in Armstrong’s book: “Catalytic
Management: Success by Deaign.”

It is Armstrong’s belief that company-

1 by

ing some 'y
which he will present at the meeting.

His diversa clientele includes small
family-owned businesses, as well as,
Fortune 500 companies,

Armstrong’s 25 years experience with
manegement consulting, mokes him an
expert on finding solutions to_problems
such as, poor productivity, high costs,
lnbor unrest and inadequate market
share. .

The cost of the meeting is $20 for
members and $30 for guests/non-mem-
gurs.rMembm and guests may deduet

10 § i ¥

ing.

wide performance can be imp

Plopso roe ALLEY, B6

Reservations and payment can be
made by calling the ACG office at
248/643-9313, or reservations snd
checks can be sent to: ACG Detroit, 3331
E. Big Beaver-Suite 104, Troy, MI
48084,

The ACG is a profit jzati

Michigan stocks :;
outpace S&P-500..

Michigan-based stocks surged:
21.5 percent in the first six manths,
of this year, cutpacing the broader:
S&P 600 and the Dow Jones Indus-
trial Average market indices,
according to the Michigan All-
shares Index compiled by Comericn
Bank. - - . .

The S&P 500 rose 17.3 percont:
and the Dow Jones was up 13.8
percent for the first six months of
the year. :

“Despite labor problems that!
started late in the second quarter,”
Michigan stocks rose handsomely ;
during the first half of 1998, aaid;
Comerica economist William T.:
Wilson, Ph,D.

“The inucd robust market for

that acts as a forum for ideas related to
both external and internal growth-acqui-
gitions and divesti Jjo

motor vehicles has been the major-
factor propelling Michigan stocks.”
Tho Michi Al

int
and new ar expended products and sor-

vices.
Tha ACG Detroit Chapter was formed
in 1984 and ly has i ).

¥ Index is
o market-weighted average of
every publicly-traded company
;vh_nﬁo‘primnry business activity ia
n i :

170 menibers.
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James Alspach of Fnrmington ¥ ¥

Hilla has been named sales and

< W
| Crabtroe

way, o, of Birm-
incham hae haon

sulting team
where ho will apo-

cinlizo in enterprise resource
planning implementation, He pre-
vioualy worked at Newcor, Inc.

Dennis Donlin

the residency review commitles
for medical genctics in the
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Henry Ford
Henlth System.
A medical doctor
and Ph.D, Fold-
mnn is director
of the DNA

print preduction department,

Wally Gaer of
Bloomficld Hills
has been named
director of new
business devel-
opment for

and Communica

tiona in Fern.
Gaer dnle. Heis
responsible for

Diversified Data m

moted to senior underwriter in
the special risk division of

Burns & Wilcox in Farmington
Hills, He joincd the firm in 1996 «
a8 an special risk underwriter.,

Christine Kncy
of Troy hos
Jjoined Risbren-
ner Public Rela-

L. Jay Hansen haa been pro-
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