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Lathrup couple

needs to rethink rmyaeZ’
spending habits FINANCES

New business Financial Position
INVESTED ASSETS

start, college
on the horizon

By Dan Boyca
and Afan Farrara
spocial writors

Local financial planning ex-
perts reviewed the data of the
Jamily profiled here and made
peneral recommendations based
on the participants’ reseurces
and goals. The information is for
cducational purposes enly; refer-
ences are not intended as dis-
crimination or endorsements by
QObserver & Eccentric Newspaper
or the advisers.

To receive a free financial
-planning brochure or to cbtain a
questionnaire to have pour
finances reviewed in this column,
write the Center for Fiananciat
Planning, Department 100, 877 S.
Adams, Suite 202, Birmingham,
Mi. 48609, or call 642-4000.

Touay will be yesierday tomor-

Thls month’s couple, Jim and Pat
Tharpe, have a number of Important
goals that should be acted upon with-
out delay.

-Jim and Pat, and thelr two sons,
ages 19 and 13, live in Lathrup Vil-
lage. Jim is 46 and a millwright
earnlng $37,000 per year. Pat, 43, Is
an accounting supervisor at Ford
Motor Co. who earns $62,000 per
year, While they are concerned
about retiremunt, their most imme.
diate concern Is the cducatlon of
their sons. Jim would also llke to
start his own business afthough he
has not developed speciflc plans for
this goal.

As thelr joint Income Is approach-
ing $100,00¢, this Is a good time for
the Thorpes to make a commitment
to accumulating assets to help meet
thetr most lmportant goals, includ-
ing retlrement. One of the best ways
to accumulate retirenent asscts Is
through the use of a 401(k) salary re-
ductlon cash or deferred plan, such
as Pat has available at Ford.

Contrlbutlons to thls type of re-
tirement plan will help achleve their
goals of 1ax reduction because every
dollar contributed is not currently
taxed, and the earnings on the funds
are tax deferred until withdrawn.
Although Pat is currently contribut-
Ing 6 percent of her salary Into the
401(k} plan, at a minimum she
should Increase (hls to 18 percent be-
cause Ford matches a portlon of the

igfz> Checking and Savings $2,100
Money Market Fund $17,000
Life Insurance cash value $6,600
IRAs (bank CDs) $11,400
401(k} retirement plan $32,300
Limited partnership $5,000
Total $74,400
USE ASSETS .
= N=N=a,
Residence $120,000
Autos (2} $22,000
Other personal assets $15,000
Total $157,000
Total Assets $231,400
LIABILITIES
Home Mortgage $93,800
[}j Auto loan $17,800
Total Liabilities $111,600

Net Worth

$119,800

Recovery

predicted
next year

By Tim Richard
stalf wrlter

As usval, Michlgan will have a greater loss of
manufacturing jobs than the rest of the nation during
the 1990 downturn, Eastern Michlgan University
economists predict,

But the 1991 recovery wlll be just as strong for
most Michigan regions, they said.

“We predlet that the manufacturing employment
dectlnes of 1990 wll be largely reversed by 1991,"
sald economist David B. Crary, “and that the reglons
with the largest declines In 1990 will have the largest
increases in 1991."

But threc arcas won't sec a full 1991 recovery:
Benton Harbor, Lansing and Muskegon,

Crary said the gyratlons In auto productlon are
belng causcd by the industry’s effort to continue em-
ployment at the 1988 rate althaugh *89 sales failed to
keep up. Layoffs occurred during the fast quarter of
'8% and the first quarter of *90 as inventorles are
depleted.,

Metro Detrolt will sec manufacturing employment
drop 2.6 percent thls year and pick up 1.7 percent
next year,

‘The nation as a whole will see a 0.5 percent drop in
‘90 and a 1.4 percent recovery in manufacutering
Jobs next year. Michigan wlil see drops of 2.4 percent
and a recovery of 2.4 percent, respectively.

PROPERTY VALUES wlll contlnue to grow faster
han incomes, EMU ccenemists told a gathering of
buslness leaders and newspeople last week.

In metro Detroit, real personal income will grow
0,43 percent this year and state equalized valuations
(SEV) 1.1 percent thls year. For next year they
predict 1,59 percent growth for incomes and 3.74
percent growth in SEVs.

Metro Detroit Includes seven countles: Wayne,
Oakland, Macomb, Livingston, Monroe, St. Clalr and
Lapeer.

In 1990 Ann Arbor and Grand Raplds will see the
largest growth in SEVs — about 2.35 percent.

“Detroit will joln the faster growing regions in

1991 in terms of property values,” said economlst
John E. Anderson. Metro Detrolt will joln Ann Arbor
and Grand Raplds tn postlng SEV galns of 3 to 4
percent, he said.

“These are for all classes of praperty (not just resi-
dential)."”

MU ISSUED the forecasts for a dozen reglons of
the state through its Institule for Communlty and
tegional Development (ICARD).

Crary sald the staff wsed 150 equatlons te con-
struct its model of the state and 12 metropalitan re-
gions, Ferecasts were made by using federal estl.
mates of demand for various products and caleulat-
ing the effects on Industries in each region.

Gone Is the nation of the economic “domino effect”

- that a decline In one region impacts on everyone.

Using state rescarch cxcellence grants, ICARD
showed Michigan's recovery during the 1979780 dec.
ade lagged far behind the rest of the nation,

Total wage and salary employment rose 17.5 per-
cent in the natlon as a whote and only 4.4 percent in
Michigan. Metro Detroit recorded a 4 percent gain
isvcr the decade while Flint showed a 12.3 percont
oss.

Only two Michlgan regions — Ann Arbor (Wash.
tenaw County) and Grand Raplds (Kent and Ottawa
countics) — showed blgger employment gains than
the natlon as a whole. Ann Arbor had a 20.8 percent
gain and Grand Rapids 21.8 for the decade,

Littmann sees
quick rebound

Econumic recovery may be here carlier than 1991,

“The U.S. economy should modestly accelerate in
the second half of 1990, according to Manufacturers
Bank economist David L. Littmana after looking at
his Advance Ecanamic Barometer for January.

‘The barometer rose to 1.1 jn January, the flrst
time it has been higher than 1.0 since January of
1989, In 1989 the barometer was negative for the
elght months from April to November.

Littmann satd the barometer provides a two-quar-
ter advance look at the economy. Companents are
real money base growth, yleld curve spread and a
wmodified version of the U.S. Commerce Depart-
ment’s leading Indicators index.

Manufacturers Bank also sald thie Michigan Busi-
ness Activity Index fell four points In December,
closing the year at 129 compared with 133 in Nevem-
her. Weak spot: autv sales and motor vehicle ouput.

The Bottom Line

Financlal strengths

© Two wage eamers with good incomes

® Good savings and pansion plans available

@ Excellent health and disability coverage through work
@ Solid emergency reserve in place

Financial weaknesses

® No wills or estate plan in place
@ Inadequate life in§urance. espacially for Pat
@ Inadequate liabllity lhsuranqe coverages

© Lack of education funding

first 10 percent of to
that plan.
1t possible, Pat shoutd conslder

cven |f It is not matched by the em-
ployer because of the advantageous
taxation of the savings. This shauld
be the primary depository for
planned retirement savings,

. WE WANT TO note that current
law allows a partlelpant to borrow
irom a 401{k) account. Although we
do not recommend such action, Pat's
401(k) account could be a source of
funds (o finance thelr older son's ed-
hcation, We would suggest they also
begln planning for the flnancing of
thelr younger son's educatlon. If Jim
and Pat are able to sct aside $200 to
$300 per month {for this

If Jim follows through on his goal
10 leave his current employers (o
start & business In a few years, Jim
and Pat should definltely be bullding
up their Investment capltal, In addi-
tion to continulng living expenses,
there may also be signiflcant capltal
expendltures necessary In the start-
up phase of the new business, A sub-
stantlal nest egg for this purpose is
advisable. The investments for this
purpose should be in lquid, ready-
accessible investments.

BEFORE STARTING a business,
Jim should consider a number of
items, Flrst, he should meet with an
attorney and an accountant to get an
of the types of busle

goal, they will case thelr burden sig-
niflcantly when their youngest son
reaches college age.

+ Overall, we suggest the Thorpes
target at least 10 pereent of thelr an-
nual gross Income for longer-term
goals, includlng education and re-
tirement. This will require some
reprioritization of thelr flnanclal
goals, but it should be within their
cnpnbllltlm to accomplish this.

Thelr purchases of autemobiles is
an example of this prioritization Ls-
sue. Even though they currently
have a debt of more than $17,000 on
4 car that requires a $400 per month
payment, they are consldering fl-
nancing another new car for $15,000
in the fall, This will be a further
drain on their Income, We ask: s this
‘such an lmportant priority that they
‘are willing to spend more than 10
percent of thelr after-tax income on
car payments? They will need to dls-

ness entitfes avallable and the ad-
vantages and disadvantages of each.
He should also become aware of the
tax consequences on the startup of
the business as well as the ongolng
tax lssues. Also, an accountant can
be valuable In helping prepare a
proper business plan for submlssion
to banks if financing s necessary,
Thus far Jim and Pat have done
no cstate planning. JIm “does not see
the importance of pursuing thls'

While not wanting to belabor the.

point we have made In prior artlcles,
proper estate planning can save aig-
nificant time and money In probate
costs, Michigan [nheritance tazes
and {ederal cstate taxes. In addition
it can provide a proper transition of
assets from Jlm and Pat to thelr
children, At a minimum, Jim and
Pat should each have o will that de-
talls where their property Is to go
and that designates who are to be
of their youngest son.

‘cuss thelr and make
some hard cholees. Through this
thought process, they will discover
what things are important to them
nnd perhaps rcprlurlllm their goals,

Jim and Pat cach have approxi-
mately $200,000 of life

and personally owned universal life.
If they were to lose Pat's $62,000 In-
come, the $200,000 wauld be insuffl.
cient lo allow the famlly to meet its
current financlal obligatlons, much
less reach the family's long-term fl-
nancial goals. We would suggest that
they buy additional term Insurance,
first looking at any optlonal tife (n-
surance offered Lhrough employers
and then secking Insurance oulside
thelr employers. Assuming they are
batk In good health, the premium for
term fnsurance should be casily
manageablte.

We would suggest Jim and Pat
ralse thelr llability coverage on both
auto and home owners insurance
from $100,000 currently (o at least
$300,000 and ralse the amount of un-
Insured motorists coverage from
$20,000 to at least $50,000, Jim and
Pat asked If an umbrelia pollcy Is a
necessity, We believe that while it is
an option, it 1s more important to
raise their liabllity coverage to at
least the levels discussed abave,

1t Jim and Pat can successfully
implement some of the planning
steps we have discussed, we are cere
taln that when tomorrow comes they
wlli be glad they took the steps nec-
cessary to reach their goals.

Dan Boyce, a certified finan-
cial planner, is a past president
of the Metropolitan Detroit Saci-
ety of the Institute for Certified
Financial Planners whose prac.
tice is in Birmingham, Alan Fer-
tara is @ partner in the Farming-
ton Iills law firm of Couzens,
Lansky, Fealk, Ellis, Rocder &
Lazar. He is a past president and
current boord member of the

which s a comblnation of group
term provided by their employers

hapter of
the International Association for
Financial Planning.
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11C8 Increase
Clive
March To.

“Because timing is everything...

Save 30-70% off mfg. current
list prices now thru March T1.

Because after that date it will cost you considerably more to acquire
Steelcasa furniture. Until then-all floor samples are 30-70% off, and all
special orders are 35% off manufacturer’s curtent st prices.

YOUR EVERY NEED

Sivers ss

151W Fort at Shelly. Oetranl / 963 0000

Tet-Rwetva: Mall, Southiieh! £ 356 2000

finsnwvood Mali, Ann Arbor / 662-1400
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