Risk control in
asset allocation
investment plan

Editor’s note: This is the sixth article in a nine-
part scrics on investment planning, Next week's col-
wmn will focus on the asset allocation process.

Asset allocation programs typically classify port-
falio risk into three basic categories of investment
portfolios that are unique beeause of their adher-
ence to strict risk tolerance guidelines.

These eategorices are popularly known as conser-
vative, modernte and aggressive portfolios,
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County office market still booming

Oakland Coun
growin,
shows ti

BY MARGARET O'BRIEN
'BURINESS EDITOR

Even though 1995 was a banner
year for the Oakland County office
market, occupancy rates and
achiceved rents still managed to
improve significantly during the
firat half of 1996. :

The office market is as strong — or

’s office market just keeps
. A study to be released this month
at the significant gains were made
in the first six months of the year - growth
L| that should continue through to 1897.

stronger — as it has ever been
according to a study to be released
this meonth by Jocl Feldman, vice
president of Fricdman Real Estate
Group in Farmington Hills.

*“This means that not only is the
past recession clearly over, it is
ancient history,” said Feldman, who
surveya and reports on the market
every six months. “Not only have we
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returned to the ‘good old days,’ but
in many senses we have actually
surpassed them.”

Ovorall occupaney in Oakland
County general, speculative and
multi-tenanted office buildings was
94.3 percent in June 1895 - the

* highest level in at least the past

ecade. Tho greater Detroit market
achieved 89.41 percent occupancy.

“Rarely, if ever, in the entire his-
tory of our office market have oeeu-
paney levels beon so high and on
such a wide spread basis,” Feldman
said referring to the fact that nine of
the 13 communities studied had

=
% |

occupancy rates of 90 percent or
higher.

Feldman said the signa of market
health ~ increased occupancy, highe
or rents and significant absorption
rates ~ aro tho direct result of no
significant construction during the
last seven years and the abandon-
m‘:mt of the “urban sprawl” philoso-
phy. .
*There is a growing minderet that
tho office market in general, and the
economic life of existing facilities in
particular, are both best served by
taking a atep inward, geagraphically

These
Risk Tolem_nce are designed with
Guidelines

the objective of
limiting the maxi-
mum decline in
portfolic value
under “very
adverse” market
conditions to 5
percent, 10 per-
cent and 15 per-
cent, respectively .

*Very adverse”
market conditions
are defined as a
substantial
increase in inter-
est rates accompa-
nied by a similarly substantinl decline in one or
mare commonty followed stock market indices over
a 12-manth period.

This structured discipline helps protect the
investor from exposure to unacceptable levels of
market dectine and allows the portfolio to seck the
highest possible total return consistent with a
specified level of risk tolerance.

1t is important to recognize, however, that risk
reduction is \|] inted with a reducti
in total return as well.

That is, the more conservative the asset alloca-
tion strategy adopted, the greater the potential
reduction in the d return d by that
portfolio.

However, a professionnl asset allocation strate-
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For Florine Mark things always
scem to center around helping oth-
ers.

First she built a successful busi-
ness helping people lose and watch
their weight; now she will be
assisting the government as it
monitors interest rates.

Mark, president and CEO of the
Weight Watchers Group, Inc. head-
quartered in Farmington Hilla. was
recently appointed Chair of the
Detroit Branch of the Federal
Reserve Bank of Chicago. -

_ The Detroit based bank, which

gist can succeed in i g the risk
while sacrificing a small amount in returns.

That is, the benefits of assét allocation through' |
risk reduction can be expected to far outweigh its
cost measured in terms of reduction in return.

In this context, it is important to cstablish a
direct relationship between the three risk cate-
gorics (conservative, moderate, and nggressive)
and the five categorics under which Asset Alloca-
tion partfolios are typically marketed.

Fixed income, growth and income, and aggres-
sive growth categories arc clearly considered,
respectively, conservative, moderate, and aggres-
sive portfolios,

However, it can be observed that these three
types of categories frequently overlap.

For instance, a growth portfolio.could fall under

ludes 12 branches ncroas the
United States, is among the largest
in the federal rescrve system. The
Detroit office shares it's branch
statua with Chicago, :

“Most people don’t even know
that there is a huge branch of the
Federal Reserve Bank here in
Detroit,” said Mark, who was
appointed to the board in 1994 by
the Federal Reserve Board of Gov-
ernors in Washington, D.C.

Mark represents private busi-
ness on the board whose membera
are CEOQ's of major banking insti-
tutions in Detroit and Chicago.

Weight Watchers CEO
chairs Federal Reserve

Branch

The seven member board of
directors that Mark will head con-
tributes to the formulation of U.S.
monetary policy, the Federal
Rescrve's most important responsi-
bility, by advising on regional eco-
nomic conditions.

“We run the bank, handling lots

of
nnd‘:l lot of il ON THE
checks  and

MOVE

bLanks acrons

thy  country

buy our services,” explained Mark.
Chairing monthly board meet-

ings and woerking closely with the

board to keep an eye on econbmic

conditions in tho region is a role

Mark will take on for the rest of

1998.

*It’s a wonderful organization

and quite a great honor,” said
Mark. “I was very thrilled and I'm
delighted to do this. And actunlly, I
think I'm the first woman to serve
as the chair,” she added.

Being “the first woman” to
achieve the prestige of serving as
chair for a major U.S. reserve bank
will come as no surprise to those
who know Mark.

1t's been 30 years since she host-
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CEO Florine Mark brings her b

al experience to the Federal Reserve Bank’s Detroit branch.

Welght watcher: Weight Watchers Group president and

usiness and entrepreneuri-

both aggressive and mod: is , Sim-
ilarly, o growth and income portfolio could be clas-
sified under both moderate and conservative risk .
categories. .

S&P 500 v. Allncatlm_n

Sid Mitirs, Pr.D., CFP, is professor of finance, Oskland Uni-
versity, Rochester, and owner, Mittra & Associates, a Troy

LaPlata joins
B’ham firm

BY RENA FULKA
BPECIAL WRITRR

U.S. District
Judge George
LaPlata of West
Bloomfield may
have just hung
up his robe, but
he certainly
hasn't bi
farewel) to the
courtreom, N

On Aug. 2, laPlata
LaPlata performed his last act as the

RESTRUCTURE IMPACT ON
RESIDENCE CUSTOMERS

AT&T changing fees for

40th federal judge for the E
District of Michigan ~ handing down
a 1 .

of 26 cents. Customers in other
exchanges across the state will seg
i from 16 cents to 31.25.

*We need to eliminate the 60-
year-old subsidies of the past if cus-
tomers are to benefit from true com-
petition in the future,” Bob Cooper,
president of Ameritech Michigan,
said. *Without a fair pricing struc-
ture acrosa the state, competitors
will ignore many areas in Michigan
in favor of mere populated, urban
areas. Competition is about bring-
ing choice to all consumera.”

Vith the changes, residentinl cus-
tomers in Detroit, Royal Oak and
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i increased competition
New Acrres Aren. L
A - I
B Pormim g, Conterhin, Ltvwss, Rewtalle, ter align tel ications prices
Warrm, s with their coats.

Michigan has a complex web of
subsidies that have some customers
paying more than their fair share.
Theae subsidies and below-cost
prices have deterred competitors’
from entering cortain areas of tha
state, according to Ameritech repre-
gentatives. -

“Several companies already are
liconsed to provide local telephone
service in Michigan and are concen<
trating on major metropolitan’
arcas,” Cooper snid. “They may be
waiting for a pricing structure thot
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