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Where you are today is a direct result of the choices you made yesterday.

Where you will be tomorrow is a result of the choices you make today !

Do You Know What You’re Paying For ?

A study published in the Journal of Financial Research indicated that the fees charged by the average stock fund were unchanged during the 1990s
. That may have been good news back then, but now that stock market returns have dropped, fund expenses as a percentage of your return might actually be higher;  therefore, this may be a good time to figure out what you are paying for and how you’re paying for it. 

Take an example.  Say you have a municipal bond fund that hypothetically pays you a 5% dividend.  Let’s also say that the fund hypothetically collects 1% in fees.  Out of a total of 6%, the fund takes 1% or 16% of the total income.  You may be surprised that you pay this high a percentage in costs.

A fund’s expenses are broken into three categories:

· Management fees include investment advisory fees and administrative or other fees paid to the investment advisor or its affiliates.

· Rule 12b-1 fees include all distribution or other expenses incurred to market the fund to new investors.

· Other expenses are those not included in the first two categories that are deducted from fund assets or charged to all shareholder accounts.            These include payments to transfer agents, securities custodians, attorneys, auditors,           fund independent directors and providers of shareholder accounting services. 

A fund's expense ratio is its total expenses divided by average net assets and is published in its prospectus. It is, however, difficult to compare the fees and expenses paid by funds because the manner in which they pay these expenses can vary widely.  Sometimes the cost of all services provided to the fund and its shareholders is included in a fund’s expense ratio. Other times this ratio excludes some services, such as marketing or financial advice, because they are paid by the individual shareholder

This chart
 gives you an idea of how mutual funds bundle their services.  

Type Of Service
How Paid For
Included In 
Expense Ratio? 

Investment management (i.e., "portfolio advice") 
Management fee

Yes

Administration and 
record keeping 
Management fee, 
fees to service providers
Yes

Buying and selling securities 
Commissions, bid-asked spreads
No

Distribution and marketing 
Sales charge, 12b-1 fee, adviser
profits 
12b-1 fee, yes;
otherwise, no

Financial advice/planning 
Sales charge; 12b-1 fee; separate
fee or commission paid to a broker, financial planner, or investment adviser; wrap fee 
Sometimes

Consolidated statements and
other services provided by a "mutual fund supermarket"

Supermarket receives portion of 
management fee, 12b-1 fee, or adviser profits 

Yes
(unless paid
from adviser
profits)

Notice from the above chart that the cost of buying and selling is never directly disclosed and can be a significant cost.  

Would you like to know what you’re really paying?  Complete the coupon on the back page and return for a report on your funds.

Friends, the taxes are indeed very heavy,         and if those laid on by the government were     the only ones we had to pay, we might          more easily discharge them;  but we have many others, and much more grievous to some of us.            We are taxed twice as much by our idleness, three times as much by our pride and four times as much by our folly.


BENJAMIN FRANKLIN

What Will Become of Your IRAs?

I

 recently met with a new client, Charles, who brought in files for nine IRAs that he had accumulated over the past 20 years.  He wanted me to review and consolidate them into one, easily manageable account.  As I went through the files, I discovered that several accounts had different beneficiaries.  Three named an ex-spouse, another his deceased father and others included his children, some whom he had removed from his will  His two most recent accounts specified his estate as the beneficiary. 

Charles explained that whenever he opened up a new IRA, he would name whoever was closest to him at that time as the beneficiary and when he couldn’t think of anyone to name, the representative at the bank told him that naming the estate would be the best thing to do because his Will would take care of everything.  Charles was shocked when I explained what would actually happen to his IRA money when he died.  If you are in a similar position, you            may be too. 

First of all, your Will or Trust takes a backseat when it comes to IRAs.  The beneficiary-designation form is the ruling authority, so if you’ve named an ex-spouse, a parent, or anyone that you may have even disinherited in your Will, that’s who will receive your assets when you die. 

The beauty of the IRA beneficiary-designation form is that it will allow assets to pass to your heirs without going through probate. Just like life insurance proceeds, all your beneficiaries usually have to do is present a death certificate, fill out a few forms and their check is in the mail. It doesn’t get any easier. 

If your beneficiaries have predeceased you though, or you didn’t name any at all, the assets will become part of your estate.  Your heirs will eventually get the money, but they might not be able to take advantage of the Final Regulations
 that were approved on  April 17, 2002.  These rules let the beneficiaries of IRAs take smaller withdraws, therefore stretch out tax payments longer than in the past.  In fact, they can stretch
 the payments out for their lifetimes allowing the bulk of the account continued growth.  A 42 year old inheriting a hypothetical $300,000 IRA earning a hypothetical 6% annual rate of return would accumulate $1.2 million.

We recommend that you consolidate your IRAs into one account (even 457 plans, 403b accounts, 401ks, etc can be consolidated into an IRA), then have one beneficiary designation form naming the primary and contingent beneficiaries.  Keep this form up to date if your desires change in the future or if any of the beneficiaries pass away.

Consolidation of IRAs can be a very valuable process for the family’s benefit.  If you would like to know more about consolidating your IRA accounts, check off and return the back page coupon.

Tax Deferral Means Lower Taxes Now And More Money Later !

Who is benefiting more from your Social Security and retirement savings:  you or the IRS ?       

Even the tiniest financial oversight can cost you thousands in unnecessary taxes or lost income sources.  Ignorance is NOT financial bliss !

We Can Help !

No two tax returns are alike.  Together we’ll talk about how to ease your tax burden and meet your personal financial goals.  A financial analysis takes only minutes and can SAVE you thousands !

Schedule An Analysis NOW !!!

Put your mind at ease.  We always keep your best interest at heart.  For friendly, professional service you can trust, give us a call:

(616) 447-0023  -  (877) 447-9372

What’s The Real Return On CDs ?
No one plans on losing money when they invest.  One step forward and two steps back.  It’s a dance that’s probably familiar to Certificate of Deposit (CD) investors.  Bank CDs are short-term investments that pay fixed interest, but are subject to fluctuating rollover rates and early withdrawal penalties.  After figuring in taxes and inflation, many people - especially conservative investors -          who entrusted their money to CDs (which are insured by the FDIC for up to $100,000) may have discovered the high cost of stability:  years of poor returns ! 

The CD income shown below is calculated using the six-month annualized average monthly CD rate reported by the Federal Reserve.  Of course, past performance cannot guarantee comparable              future results.

In two of the last 21 years, CDs have earned a negative “real” rate of return and in 9 of the 18 positive years, CDs earned less than a 1%  “real” rate of return.  Interest on CDs may cause 50% to 85% of Social Security income to be subject to taxes.  

How Inflation and Taxes Have Spoiled CD Return Rates



Less

Real Return


CD
Top Federal
Less
After Taxes And

Year
Rate
Tax Rate1 (%)
Inflation (%)
Inflation (%)


1982
13.28
50.0
3.87
2.66

1983
9.55
50.0
3.80
0.99

1984
11.17
50.0
3.95
1.57

1985
8.54
50.0
3.77
0.48

1986
6.70
50.0
1.13
2.20

1987
7.21
38.5
4.41
0.02

1988
8.18
28.0
4.42
1.41

1989
9.46
28.0
4.65
2.07

1990
8.49
28.0
6.11
0.01

1991
6.06
31.0
3.06
1.08

1992
3.82
31.0
2.90
-0.26

1993
3.34
39.6
2.75
-0.71

1994
5.05
39.6
2.68
0.37

1995
6.16
39.6
2.54
1.15

1996
5.51
39.6
3.32
0.06

1997
5.87
39.6
1.70
1.81

1998
5.58
39.6
1.61
1.73

1999
5.59
39.6
2.68
0.67

2000
6.79
39.6
3.38
0.70

2001
3.59
39.1
1.70
0.54

2002
3.10
39.1
2.40
-0.50



1 Taxes are for the highest rate as listed in the Advisory Commission Intergovernmental Relationships/Significant Features of Fiscal Federalism.  This information does not constitute tax advice.  Please consult your tax advisor for more complete information.  Inflation rates are based on the Consumer Price Index (CPI), a measure of change in consumer prices,              as determined by the US Bureau of Labor Statistics.

There are alternatives to CD investing.  To find out more, check the back-page coupon.

Valuable FREE Information

April/May 2003

Just mail this coupon back to:

Strategic Planning Services

2074 Rogue River Road

Belmont   MI   49306

I think these people would like to receive a copy of your Newsletter and/or                        an invitation to your next public presentation:

Name_____________________________________________________________________________________

Address___________________________________________________________________________________

City_____________________________________________________State_________Zip__________________

Phone___________________________________________ Fax______________________________________

Please send me more information on the following items:

· I would like to know the true expenses in my funds.  Here are three funds that           I own.  Please send a free report:
___________________________________________________________________
___________________________________________________________________
___________________________________________________________________

· I would like more information on how to consolidate my IRA accounts.

· I would like to know what alternatives are available for my CD investments.

STRATEGIC  PLANNING  SERVICEs
2074 Rogue  River Road    (   Belmont,   Michigan    49306

TEL:   (616) 447-0023 - (877) 447-9372  (  FAX:  (616) 447-0625

E-MAIL:  mike@spsinvestments.com
A Registered Representative with and Securities offered through MTL Equity Products Inc

1200 Jorie Blvd ( Oak Brook, IL 60522-9060  (  Member NASD & SIPC

MTL Equity Products Inc and Strategic Planning Services are independently owned and operated.













� Mutual Funds, July 2002, page 55


� � HYPERLINK "http://www.sec.gov/news/studies/feestudy.htm#item9" ��http://www.sec.gov/news/studies/feestudy.htm#item9�


� � HYPERLINK "http://www.irs.gov/pub/irs-regs/td8987.pdf" ��http://www.irs.gov/pub/irs-regs/td8987.pdf�


� Stretch IRAs are designed for investors who will leave some of the money in their IRA to heirs and will not need those funds for their own retirement need.  Changes in tax laws, the impact of inflation and other risks could reduce returns





