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Zero-coupon bonds can be part of your IRA

By Sld Mittra
and Dean Calvert
special writers
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As explained in last week's column, o
zero-coupon bond is a deep discount
bond that Increases in value at a com-
pound rate so that at maturity it Is
worth several times the Initial invest-
ment.

These bonds are particularily suited
for Individual Retirement Accounts,
Keogh plans and other pension funds
for which income Is tax-deferred.

Zero-covpon bonds come In a wide
range of maturitles and denominattons.

A person planning to retire in 1996
might Invest $24,242 and have at re-
tirement $100,000. Another might pay
Just $484 for a bond producing $1,000 in
1880.

ANOTHER ADVANTAGE of zero-
coupon bonds is that the end result of
the investment s known, slnce the

- compounding rate 1 not affected by
changes In interest rates.

For cxample, a person gave a
$10,000 zero-coupan bond to his grand-
son. Actunl}y. he baught a $10,000, 17-
year zero-coupon bond at a cost of only
$1,882.
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Another man, 42, plans to retire be-
tween his §2nd and 62nd birthdays. He
bought $10,000 stripped bonds matur-
ing 10 to 20 years ahead, During each
of the ten years begianing in 1994, he
will receive $10,000, The cost of these
bonds was $26,776,

SOME DISADVANTAGES

You should be aware of several dls-
P

bonds.

A bond is only as good s Its issuer's
creditworthiness, While there 1s o re-
payment worry with federa) securitles,
there could be wlith others; some high-
rated bonds are insurcd by private
groups that guarantee principal and in-
terest.

For uninsured bonds, I recommend
that you stick to tax-cxempt issues
with an AA rating or better |ssued by
natlonatly known issuers,

BECAUSE THE compoundlng rate
Is flxed, the maturity you choose witl
depend on your Inflatlon outlook, If you
fee! Inflatlon will remain low, you may
choose to buy a long term (20-year)
bond. The maturities should also be re-
lated to your personal cashflow needs,

Finally, you should carefully took for
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interest in two easy steps:

the money.

three months of 1985.
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sl COMERICAIRA ]

low you can
a Comerica IRA earn
20% bonus interest.

Thinking about opening or adding to an existing IRA?
Right now Comerica has a way you can earn 20% bonus

1. Open a Comerica [RA or make your 1884 deposit
now. Don't wail until fax lime. We can even lend you

2, Take advantage of our 20% bonus interest offer. It's
yours just for depositing early and pays you an extra
20% on the inlerest your deposit earns for the first

Taken together, these iwo steps add up lo a golden
opportunily. To earn more interest. And make your IRA grow.
Bul you must act by November 30 to make both possible.

Call 1-800-292-1300 for details or send in the coupon
below to Comerica, Product Infoimation Center, #1220, 211
West Fort Street, Delroit, Michigan 48226.
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« Sid Mittra is president of Coordf-
nated Financia! Planning Inc.
Troy and a professor of economils
and at Oakiand Ung-
versity, Rochester.
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call provisions, Most bonds cannot be
called or redeemed In Jess than 10
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Flnanclal plan — for whom and what it
offers. Two out-ol-town speakers will
discuss apecific real estate and oil and
gas limited
The seminar s free, but registratlon is

EDUCATIONAL SEMINAR: The
Observer & Eccentric Newspapers and
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years, but some housing issues have the Ci Planning 4

3pecial redemption calls that permit  Staff wil conduet a seminar 7-10 pm. FERTILITY ome

redemption in less than three years, ‘Tuesday, Nov. 13, at the Kingsley Inn, B . . 2
In case of doubts, consult your CPA, 1475 N. Woodward Ave,, Bloomfleld PROBLEMS About High Medical Costs?

Hllls, This seminar wil) address the fo]-
lowing questions: Taxes — how to defer
or ellminate them, Investments — how

Investment advisor or a financlal
plaaner who is well-versed with your
personal financial situation,
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SALE

- 40% to 60% off!
As luck would have it (yours), we are holding our pre-inventory
Oriental rug sale. $3,500 000 worth of fine Oriental carpets at
40% to 60% off. You can even take onc or more home on a trial

basis before you decide. No obligation of course.
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