Caiculatmg yleld isn’t that difficult g

Part1

A friend recently asked mo what
was the yleld on one of hls invedts
ments, by my In.lblllly
to answer him in aimple language, 1
declded to do some research and
publish a three-part artlele on this
lm"g:rwnt tople.

Sid
"Mittra

finances and you

the
yleld on an lnvt:lmcnkhdlrtcﬂy re-
lated to the type of that investment,
Examples are CDs, money market
funds, bills, bonds and bond
funds, mortgage-backed securities
guch 28 GNMAs, and stocks, We will
discuss the methods of calculating
ylelds on these Investments.

CD:

" Iwo varlables determine how
much you will earn on your CDs: the
-gonual rate of slmplo interest and
the effective annunl yield, which re-
fers to the rate your money will earn
it the interest s compounded. And
hereln lies the confusion: a five-year
GP earning 10,77 percent almplo In-
-terest 1s comparable to a five-year
€D earning only 9 percent compound
Jnterest. To the uninformed, the for-

method {n which the bank pays inter-
est m:"I the lowest balance on deposit
Y,

'n: simplest way to compare
yields on various bank CDs ia to ask
the bank how many net dollars (after
fees and charges) you will recelve
when the CD matures. Then calcu-
late the yif_ld by dividing the net dol-
lars

by the prlndpnl Invest- -

edlnthntCDThllwﬂl allCD

ylelds comparable.

money market funds
Money market funds have pecull-

aritles of thelr own. Some {funds re-

port higher ylelds merely by extend.

Ing the date before the dividends are

credited, while others increase thelr

ylelds hy temporarily paying the ex-
normally paid by the share-

only temporary, the best way to
compare the ylelds on different mon-
oy market funds [s to calculate these
ylelds over a thirty-day perlod.
treasary bills

T-blli ylelds are quite wnlmlna‘
First, since

because of two reasons.

Tbullmd.bcvuntlnues,you%:y‘

less than the face amount
recelve the face amount wpon matu-
rity. Thiz makes tha yield calcula-
tion cumbersome.-
For instance, I you pay $9,877 for
‘T-bill and recelve §10,000 six months
later, your (bond equlvnlenl) yleld

‘would be 6,69

Second, T-bill yl;lds are quoted on
an anncalized basis, Consequently, If

you receive a 10 percent yleld on a
three-m¢

onth T-bll), you would In fact
recelve only a 2. 5 percent yleld tur
the three-month period.

-rate, your yleld would be less

1f for the balance of the year your
money Is invested at a lower interest
than 10
percent you exrn. Sinco
there Is no slmple way In mnko the

‘yields on different T-blils compara-
ble, the simplest thing to do la to Jook |

under the heading “Yield” in lbe
third column of the

muou of the Wall Street Jonmnl or

o bualness sectibn of any dally
newspaper

Next Wuk. Mnm on ylelds.

Eduecational seminar: “1987 — A
jportuni-

server & Eccentric Newspapers and
Coordlnated Financial Planoing Inc.,
will be 7-9:30 p.m. Tuesday, March
17, at ihe Kingsley Inn, 1475 N.
Woodward, Bloomfleld Hills,

For more [nformation or reserva-
tions, call 643-8888,

Sid Mittra is director of certifi-
cate program in personal finance
at Oakland University and presi-
dent of Coordinated" Fmandal
Planning Inc.
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CUP AND SAYE OH MACO'S BUPREME PAINT SERVICE

Reg.'32e* NOW *165%
That's right...ACT NOW and during MAACO'S WINTER
SALE wo wlii palnt your car with the MAACO SUPREME
Paint Service at halt its regular price...
Act Now...OHer Explres 2/14/87
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New firms
receive help

:Conllnued from Pago 1

“UNDER THE guaranteed loan

progr m the bormwer 13 responsible

“for filling ot all of their paperwork,

swhich can be very complex and re-

;qu.ire legal assistance” Kure said.

2'Under our program we do all of

“that for hlm.”

: Slnee its inception In 1988, the

“Oakland County Development Corp. .

has seen $11,490,000 in total project

ollars for the 504 program. Of that

“total, $4,345,000 was the agency’a 40

‘perccnt portion, while 0307 800 was

~collected in new property taxes and.

942 Jobs were created,

2 The agency Is waiting to clnse on
“nother $10,187,000 in project dol-
ars, $3,977,000 of which is tha SBA's

40 pereent parﬂon If these loans go

hrough, It will provide an additional

$250,000 in new taxes and an addl-

Ton of 550 jabs.

* RUTH BIENIAK is a community
-loan officer for the SBA 504 pro-
‘gram with the Economic Develop-
‘ment Corporation out of Wayne
:Tounty's Metropolitan Growth Asso-

FAlumug,h the rates to participal
:In the program are higher, sha nld
+$he hasn't scen a drop in clicnts since
?m July changes

“It's still gah\g the way it used to.
'1 haven't scen a drop In clients,” she

2 The Metropolitan Growth Associa-

-}Jon deals with clients in both Wayne

s d Oakland Countles. Bieniak sald

er agency has seen $9,191,000 in to-

'hl project dollars for Waynu County
‘ sp\mnmu and $3,426,000 in Oakland

*County. The 40 percent SBA portion

;adds up to $3,401,000 in Wayne

pcmnty and $1,409, 000 in Oakland
unty.

10 has created a total of 1,339
tnow Wayne County jobs and 210 In
£ Oakland County, as well as $276,829

*1n Wayne County property taxes and
$%101,387 In Oakland County.

Ny v " . PR B Bl ’ b

Hcmmncr knn. are made through Houschold
a&iﬂ]w S l 1, 0 AI’F 36 percent

g Junc 1, AP vanes t
potnr‘.\m.rpmﬂc Onl 1967m=ra'uw:3d
iaxbeen 11% S dcan
a processng fee cJ nox mora than saoo
**Subect to conkrmanan of your ncome and mwzu-rv m
your property




