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Father’s caution
over his cash is
well-placed, but
bank can help

Q.

My father is 81 years
old and has six different CDs in six different
banks. He says that he can’t
put more than $100,000 in
each bank. He won’t renew
any CD by mail, because he
wants to talk to someone “in
person” when he deals with
his money. I am trying to take
over his finances, but it is very difficult since I have to
work during the week. I respect his wishes, but is it possible to have multiple CDs at
one bank instead of six and
still be safe?
Your father has the
right idea in managing
the risk of his certificates of
deposit (CDs). If he had more
than $100,000 on deposit in
his name, the amount on deposit over the $100,000 limit
for FDIC insurance would be
at risk if the bank became insolvent. While that risk is
minimal for well-capitalized
banks, it’s not something to
be ignored.
By using different types of
accounts, it’s possible to effectively increase the amount
of insured deposits at one
bank. Retirement accounts,
trust accounts, joint accounts
and payable-on-death accounts are some of the different types of accounts that can
be used to effectively increase the amount of the deposits that are insured.
The FDIC guide, Your Insured Deposits , lists the following ownership categories: Single Accounts, SelfDirected Retirement Accounts, Joint Accounts, Revocable Trust Accounts, Irrevocable Trust Accounts, Employee Benefit Plan Accounts, Corporation/Partnership/Unincorporated Association Accounts, Public
Unit Accounts.
While not all of these
would be relevant to your father’s situation, it may be
possible to reduce the number of banks while keeping
the deposits insured. Since he
likes to talk to his bankers,
this would give him something to talk about with them
besides interest rates.
It sounds like his first concern is safety of principal. Investing in U.S. Treasury securities would give him the
same level of safety. Although
the securities will fluctuate in
value with changing interest
rates, it’s guaranteed that he’ll
receive the face value of the
security at maturity. He could
invest in Treasury bills, notes
or bonds either through a
brokerage account or by using Treasury Direct.
The brokerage account
would allow him to talk with
a stockbroker about his investments, but he’ll pay a
price for that service in the
form of commissions paid on
his purchases. With Treasury
Direct, the securities are purchased with money from his
bank account and interest
payments and maturities are
paid directly to his bank account. It’s all managed over
the Internet.
Treasury Direct does
charge an annual $25 account
maintenance fee for accounts
over $100,000, but there’s no
commission charged for purchasing new issue Treasury
securities. Sell a security before it matures, and there’s a
$34 fee.
As to rates, Treasuries have
the edge in shorter maturities
while CDs have the edge in
longer maturities. A threemonth CD yields 1.56 percent,
while a three-month T-bill
yields 2.07 percent. A fiveyear CD brings 3.95 percent; a
T-note pays 3.51 percent.
Between account-ownership categories and a portfolio
of Treasury securities, you
should be able to get your
dad’s banking relationships to
a manageable level.
.........................................................

A.

Don Taylor is a chartered
financial analyst who also
holds a doctorate in finance.
Submit questions to him on
the web at www.Bankrate.com.
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MONEY MAKEOVER

Makeover was a good first step
The News checks
in with past subjects
who received a
financial checkup.
By Karen Dybis
The Detroit News

Sometimes, people just
need a shove in the right direction.
That seems to be the case
with a crop of recent Detroit
News Money Makeover participants. Largely, their meetings with certified financial
planners confirmed what they
already suspected about their
financial lives. But having an expert push them toward a goal inspired many.
Some changes were small:
Joe and Rosalyn Vega boosted
his 401(k) contribution. Others
were sizable: Sue Wilson decided to pay off her mortgage. But
they all make a difference in
how these families feel about
money. Now, they feel more
in control.
Here is a look at what
else they have been up to
during the past few
months.

Gerald and Jeanne
Richart, Troy
Makeover: June
14
Their objective: To see
how their nest
egg will withstand a year
with no income.
The advice: A year
of
unemployment
won’t derail
the Richarts’ retirement plans, but their
portfolio will grow more
with diversification, Troy
certified financial planner
Warren McIntyre said.
The update: It
looked like
Gerald,
57,
would be going out on his
own and starting a new business when things
changed,
said
Jeanne Richart,
56. He ended up
accepting a job, so
the family has more
stability and insur-

ance.
They followed much of
McIntyre’s advice, such as moving all their investments to one
brokerage house for clarity, updating their wills and increasing
liability protection in their insurance policies. The couple
still debates whether they need
long-term care insurance, but at
least they are thinking about it
now, Jeanne Richart said.
“We definitely needed to do
those things,” she said.

Ray and Patricia Schmitt,
Canton Township
Makeover: June 21
Their objective:
To see if they are on
track for retirement
in 2009 and to review their insurance coverage.
The advice: Despite a pension
and half-milliondollar nest egg,
the
Schmitts
need to ratchet
up savings if they
hope to retire in five
years, Farmington Hills certified financial planner Beth Allen said.
The update: The Schmitts
have followed most of Allen’s
recommendations. They increased Ray’s 401(k) savings
to his Ford Motor Co. plan
by $200 each month, a
move Allen recommended so they could have the
same standard of living in
retirement that they have
now.
Ray, 48, admits he and
wife Patricia, a 44-year-old
retail saleswoman, have yet
to open a Roth IRA, mostly
because they don’t have the
money right now.
But they have rebalanced
their portfolio. Previously, the
Schmitts had too much company stock and were using one of
those mutual funds targeted to-

ward a retirement date. Those
funds are good, but they are too
conservative for the risk the
Schmitts are willing to take, Allen said. Using Allen’s outline,
they have a more diversified
group of holdings, including
large-cap, mid-cap and smallcap funds.

Chuck and Nadine
Stafford, Sterling Heights
Makeover: July 5
Their objective: To unravel
the
financial
woes stemming
from two moves
and simultaneous ownership
of five different residential properties.
The
advice:
Cash
from the sale of
a condo should be
applied to consumer debt instead
of emergency savings. After
that, the couple should substantially increase retirement savings, said Troy certified financial planner Jim Knaus.
The update: So far, the Staffords have sold their condo,
which they had used as temporary housing when they moved
back to Michigan. Other than
that, life continues as usual, said
Chuck Stafford, who is a 53year-old welding tech. His wife
Nadine, 42, is a marketing manager.
“We just keep muddling
along,” Chuck Stafford said.
“We’re just waiting to see what
President Bush is going to do
with Social Security.”

Ann Draginda,
Lincoln Park
Makeover: July 19
Her objective: To
get a review of her
investments, including annuities and a whole
life insurance
policy.
The advice:
Draginda should
liquidate the annuities and life insurance and use
the proceeds to build home equity or establish an emergency
fund and Roth IRA, said Grosse
Pointe Woods certified financial planner Ken Prather.
Please see UPDATE, Page 6B
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Credit card perks: Which are the best?
If you’re a spender
who carries a balance,
the interest rate should
be your prime concern.
By Theresa Agovino
Associated Press

Credit cards that offer cash
rebates instead of frequent-flier
miles have become increasingly
popular the last three years because Americans have been wary of flying since September 11.
Credit-card consumers also
have been frustrated by some of

the perk programs, said Robert
B. McKinley, chief executive of
CardWeb.com Inc., which
tracks the credit card industry.
McKinley said about half the
estimated 670 million cards
held by Americans last year offered some kind of reward. He
estimated that about 70 million
cards offered cash rebates.
Before deciding what kind of
benefits you want from credit
cards, take a hard look at your
spending. If you carry a balance
the first consideration should
be the interest rate on the card
and not the rewards program,

according to Greg McBride, senior financial analyst for Bankrate.com, a personal finance
Web site.
“The interest you pay will be
10 times the rate of reward,”
McBride said.
He said some low interest
rate cards offer benefits but the
search for perks should still
come second to paying off debt.
Your spending habits, personal preferences and price of
the card should also be considered when deciding which perk
program suits you best. Obviously, people who don’t like to

travel should avoid airline
cards.
But even if you yearn for a vacation, think about how long it
will take you to get a ticket. For
example, if you charge about
$5,000 a year and pay a $50 annual fee for an airline card, it
will take five years and $250 to
earn the “free” domestic ticket
which typically require 25,000
miles. That may not be such a
great deal if airlines are offering
discounts, McBride said. But for
someone who charges $10,000
or $15,000 a year, the card may
be a good idea.

Overall, though, airline cards
do offer a decent value for card
holders, McKinley said.
He said that airline mile
costs 2.5 cents so if you get one
for every dollar spent the return
is 2.5 percent. But McKinley also
said General Motors Corp. has a
card that offers a 5 percent rebate that can be used toward
purchasing one of its cars. That
could be a good deal for those in
need of a new vehicle and who
like GM models.
Those are better returns than
offered by cash back credit
cards, which offer rebates of

around 1 percent. Some offer
more when spending exceeds a
set point or give more for certain kinds of purchases.
But cash rebate cards do have
an advantage — you can get a reward annually, and can use the
money any way you choose.
And sometimes cash in hand is
better than holding out for a
perk because the benefits offered can change. McKinley
said he had been saving points
to go on an African safari but
when he closed in on the necessary number, the trip disappeared from the perk program.
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UPDATE
Continued from Page 1B

The update: The 45-year-old customer service representative took all
of Prather’s advice and ran with it. She
has opened a Roth IRA, using the cash
she received from her life insurance
policies. Because she has no dependents, Prather recommended she eliminate those accounts.
Draginda also rebalanced the
stock in her company’s 401(k) plan.
More than half of her portfolio was allocated to interest-rate sensitive investments. And as interest rates go
up, her performance will go down.
“The makeover was a great eyeopening experience for me,” Draginda said.

Christos and Pella Roustemis,
Harrison Township
Makeover: July 26
Their objective: To
learn whether they can
afford to put an addition on their house as
well as retire early
while having one
spouse stay at home.
The advice: Saving early and often
has put the couple
in good shape financially, but they
must maintain that
discipline if they
want to achieve all
their goals, said Troy certified
financial planner Nina Preston.
The update: So far, it’s been nothing but sunny skies for this young
couple. Thanks to their thrifty lifestyle, Christos, 35, and Pella, 29, are
cruising along.
They recently sold one of their older vehicles and are now leasing.
They are trying to put more money
away on a monthly basis in a rainyday or emergency fund, as Preston
recommended. And they are still
looking at putting an addition on their
home, although the early cost estimates are somewhat scary, Pella
Roustemis admits.
“We’re just trying to make it work
every day,” she said. “But you’ve got to
be prepared for the unexpected too.”

Bob and Sue Bachman,
Sterling Heights
Makeover: Aug. 9
Their objective: To determine
whether their investment portfolio
can support their living expenses and
a future move to Florida.

The advice: The
Bachmans’ investments
should last
them a lifetime, but they
need to diversify their
holdings and buy long-term
care insurance so eventual nursinghome costs don’t jeopardize their
nest egg, said Troy certified financial
planner Frank Arvai.
The update: The Bachmans have
yet to move to Florida full time, but
the preparations sure are fun. Following Arvai’s advice, the retired couple
— Bob is 65, Sue is 58 — has rebalanced their portfolio, adding more
fixed-income investments and a variety of mutual funds on the equity
side.
They also plan to purchase longterm disability insurance, but they’re
waiting until they arrive in the Sunshine State to finish up.
“We were very pleased with the
Money Makeover experience,” Sue
Bachman said. “We found it very beneficial and have a sense of comfort regarding where we are financially at
this time in our life.”

Cheryl Monroe, Ecorse
Makeover: Aug. 16
Her objective: To make sure
she won’t outlive her
retirement money.
The
advice:
Monroe is saving
more
than
enough for retirement. At her current pace she’ll
leave a $1.2 million
surplus after covering
her
living expenses, even if she lives until age 86. She also cannot account
for about $300 weekly in her budget.
But she should be saving more for
big-ticket purchases and her upcoming wedding, said Southfield certified
financial planner Damon Dyas.
The update: The 43-year-old
chemist is making many of the moves
Dyas recommended. She is saving
more money into an emergency fund,
paying down her credit card debt and
looking for supplemental disability
insurance.
Her wedding plans are moving
along. Monroe says she and her husband-to-be have compromised on the
size of the affair, which is in the early
planning stages. He wanted a big
blow out; she wanted something quieter and more economical.
As for the “missing money Dyas
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noticed from her budget, Monroe
tracked her expenses and found she
had accounted for all of her cash. So
now she really knows where every
penny goes.

Joe and Rosalyn Vega,
White Lake Township
Makeover: Aug. 23
Their objective: To
get advice about a
new home purchase
and to make sure
they
are
saving
enough for long-term
goals.
The advice: The
Vegas should try to
keep their mortgage loan around
$130,000 and increase college savings for their children by about $200 a
month, said Novi certified financial
planner Keith Southwick.
The update: The Vegas are looking forward to moving into their
new house in a suburb in Oakland
County this spring. But Joe, a 39year-old Oakland County sheriff’s
deputy, and Rosalyn, a

38-yearold flight
attendant,
admit they
spent a little more on
their new
abode than
Southwick
recommended.
Still,
they
feel the investment
will
be
worth it, especially for
their three
children.
They have
increased
Joe’s 401(k)
payment as
they
promised, and the
family is in
the midst of
updating how
much insurance they have
per Southwick’s recommendations. They
have not made any changes to their
college-fund savings.
Before the makeover, “We just didn’t have
a lot of direction,” Joe
Vega said. “I’d do it all
over again because I
just feel so confident
now.”

Sue Wilson,
St. Clair
Makeover: Aug.
30
Her
objective: To make
wise use of a
large inheritance and
review retirement
options.
The advice: Wilson
should pay
off her mortgage,
set
aside cash

Get a free
financial checkup
The Detroit News is looking for
readers interested in a free money makeover. Participants receive
a consultation with a certified
financial planner and agree to let
The News publish financial information and photographs.
If you wish to be considered,
send your name, address and
daytime phone number to MoneyMakeover@detnews.com or
Money Makeover, The Detroit
News, 615 W. Lafayette Blvd.,
Detroit, MI 48226. Please include
a brief summary of your money
questions and goals.

for shortterm projects and
then use the rest of the inheritance
to augment her bond-heavy portfolio with stock funds, said St. Clair
Shores certified financial planner
Fran Twiddy.
The update: The 61-year-old registered nurse made one major move
since her makeover — paying off
the mortgage on her St. Clair home.
She is tackling some of those shortterm projects, including plans to
update her home.
For example, she is in the midst
of installing new cabinets in the
basement.
As for her investments, Wilson
said she is looking for specific advice on what to invest in and is still
researching some possible
funds.
The biggest challenge
in her life right now is deciding
whether
she
should retire in the spring
from nursing “or whenever I can talk myself into it,”
Wilson said. “I’ve worked
my entire life. I’ve been a nurse
for 40 years. I just can’t walk away.”
.............................................................
You can reach Karen Dybis at (313)
222-2319 or kdybis@detnews.com.

