Personal

Financial Y

Management

Jean Luttrell Weirich




A GIFT OF

THE ASIA FOUNDATION
BOOKS FOR ASIA
SAN FRANCISCO, CALIFORNIA, U.SA,

L E T F 8§




Library of Congress Cataloging in Publication Data

Weirich, Jean Luttrell.
Personal financial management.

Bibliography: p.

1. Finance, Personal.
HG179W45 1983
ISBN 0-316-92869-0

[. Title.
332.024

82-24924

Copyright © 1983 by Jean Luttrell Weirich

All rights reserved. No part of this book may be reproduced
in any form or by any electronic or mechanical means
including infarmation storage and retrieval systems
without permission in writing from the publisher, except
by a reviewer who may quote brief passages in a review.

Library of Congress Catalog Card No. 82-24924

ISBN 0-31b-928LY-0
9 8 7 6 5 4 3 2 1
HAL

Published simultaneously in Canada

by Little, Brown & Company (Canada) Limited

Printed in the United States of America

Acknowledgments

The auther gratefully acknowledges per-
mission to use material from the following
sources:

Pages 143-144: Reprinted by permission
from Journal of Consumer Research
(March 1980); page 151: Reprinted with
permission from Changing Times Maga-
zine, © 1978, Kiplinger Washington Edi-
tors, Inc., XXXIL, No. 4 (April 1978); cases in
Appendix 6: From New Consumer Rights
Jor Wamen, a publication of the Consumer
Credit Project, Inc., Barrington, IL i1978);
page 246: Reprinted with permission from
Changing Times Magazine, © 1975, Kiplin-
ger Washington Editors, Inc., XXIV, No. 10
(October 1975); page 259: From Jeffrey
O'Connell, “Yes or No-Fault Insurance,”
America (22 Getober 18771, Reprinted with
permission from America Press, Inc. ©
1977; page 310: From Robert Stobaugh and
Daniel Yergin, eds, Energy Future: Report
of the Energy Project at the Harvard Busi-
ness School. Copyright © 1979 by Rabert
Stobaugh and Daniel Yergin. Reprinted by
permission of Random House, Inc.; page
347: Reprinted with permission from
Changing Times Magazine, © 1979, Kiplin-
ger Washington Editors, Inc., XXXIII, No. 4
(April 1979); pages 349, 350: Reprinted by
permission of the New York Stock Ex-
change, Inc ; page 462: From Dan Kaercher,
"HMOs: Could They Keep Health Care
Costs Down?" Better Homes and Gardens
(February 1980), © Copyright Meredith
Corporation; page 535: Reprinted from U.S.

News and World Report. Copvright 1980,
U.5. News & World Report, Inc.

Figure 1.1: ¥rom Rosella Bannister and
Charles Monsma. Classification of Con-
cepts in Consumer Education Fastern
Michigan University, Michigan Consumer
Education Center. December 19801, p. 11,
as adapted frorm Suzanne Dale Wilcox, A
Conceptual Framework for Consumer Edu-
cation Curricula 1City University of New
York, fanuary 1980/ p. 12. Reprinted by
permission. figure 4.1: Arthur E. Rowse. ed..
HELP: 1981 The Indispensable Almanac of
Consumer Information, (New York: Everest
House, 1980, p. 345. Reprinted by permis-
sion; figure 5.1: Copyright 1980 by Consum-
ers Union of United States, Mount Vernon,
NY 10050. Reprinted by permission from
Consumer Reports, September 1980; figure
6.A: From New Credit Rights for Women. a
publication of the Consumer Credit Proj-
ect, Inc., Barrington. [L (1978): figure 53:
Reproduced with the permission of the
General Electric Company. Louisville. Ken-
tucky; figure 7.2: Reprinted with permis-
sion of the Michigan Bankers Association,
Lansing, Michigan, 1982; figure 8.1: From
Best's insurance Reports: Property and Ca-
sualty |IA. M. Best Company, Oldwick, NJ,
1981), p. 60—-61. Used with permnission; fig-
ure 9.1: Reprinted from the Lansing State
Jaurnal, 21 August 1980; figure 10.1: Re-
printed by permission of the Michigan
Landlord Association; figure 11.2. From
Louise Cook, “Goof May Cost 5 Owners

Homes.” Lansing State Journal, 9 March
1981. Reprinted by permission of the Asso-
ciated Press: figure 12.2: Adapted from Ven-
ita Van Caspel, The New Money Dynamics,
©1978. p. 37. Reprinted with pertmission of
Reston Publishing Co., a Prentice-Hall Co.,
11480 Sunset Hills Road, Reston. VA 22080;
figures 14.1 and 14.2: From Roger G. Ibbot-
son and Rex A Sinquefield, Stocks, Bonds,
Bills, and Inflation (Charlottesville: Finan-
ciaj Analysts Research Foundation, 1979),
Pp- 4 and 5, and Financial Analysts Re-
search Foundation yearly update sum-
mary sheets. Used by permission; figure
16.1: From Citv of $an Francisco Health Ser-
vice System, “"Comparison of Health Plans
Available to Eraplovees and Dependents.”
Reprinted by permission; figure 14.3: From
Value Line investment Survey Ratings and
Report. Copyright 1982 by Amold Bern-
hard & Co.. Inc. Reprinted by permission;
figure 14.4: From Standard & Poor's Stock
Guide New York: Standard & Poor’s Cor-
poration, June 1982!. Reprinted by permis-
sion: figure 17.1: Excerpted from the book
Evervone's Money Book by Jane Bryant
Quinn. Copyright © 1978, 1978 by Jane
Bryant Quinn. Reprinted by permission of
Delacorte Press and the author figure 19.2:
From W. Gibbs McKenney and George E.
Thomsen, Taxes and Estates (Baltimore:
published by the authors, May 1980}, Re-
printed by permission.



PREFACE

A growing number of people are interested in personal finance, especially as
cconomic and political events continue drastically to influence financial deci-
sions. Yet many people do not have a basic understanding of their own financial
situation or of how to manage their finances.

I wrote this book to provide the basic financial background necessary for
dealing with today’s complex financial matters. Although there are other per-
sonal finance books, | was unable to find one that presented the material with
a practical “how to” orientation and vet was not overlv complex. I also wanted
a book that would include some topics more commonly classified as consumer
information. Warranty and credit laws, for example, are often omitted from
books on personal finance, although they do have a bearing on the develop-
ment of a successful financial program.

'This book approaches personal finance from a practical standpoint to en-
courage readers to assess their current financial situation and plan for their
financial future. It emphasizes the fact that the primary reason for financial
planning is to reach the goals outlined in the initial planning stages. The book
is written both for those who are inexperienced in financial matters and for
those who are more knowledgeable. Individuals with limited experience can
broaden their understanding, whereas those with a stronger background will
find new information and applications for their financial knowledge.

For illustrative purposes, the financial choices of a single parent are de-
scribed. Readers in any number of personal situations will be able to adapt the
text material to themselves. Other unique features of the book include a sepa-
rate chapter on rental housing, an appendix describing the Equal Credit Op-
portunity and Fair Credit Reporting Acts, and a chapter on general risk
management. A theme that recurs in each chapter and unites the book is the
extent to which external and personal factors influence tinancial decisions.

The book is broken into four parts, following the sequence in which most
people face personal financial subjects. You will notice that the tax chapter
closely follows the chapters that describe establishing a financial program,
since few financial decisions can be made without consideration of the tax
impact. Appendices on auto insurance and home owners' insurance follow the
chapters on buving automobiles and housing, thus making this information
easily available to the reader.

In Part One, the readeris introduced to financial planning and its refevance
to both the external factors and personal factors that influence decisions. In
addition, this initial part provides the basic information necessary for starting
a linancial program and keeping it in good working order, including informa-
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tion on how to develop a personal financial statement and a budget; the impact
of taxes on personal finances and the preparation of a tax return; and the
selection of basic banking services.

Part Two presents guidelines for acquiring goods and services, for example
the use of credit, buving a car versus alternative transportation, and buying or
renting housing. A separate chapter treats the broad area of risk management.
Specific tvpes of insurance are described throughout the text, in relation to the
subject insured. I have found that this follows the natural approach to insur-
ance, and also provides readers with a broader concept of the role of insurance
in a financial program.

Planning investments and the introduction of a wide variety of investment
vehicles is the emphasis of Part Three. The first chapter of this part describes
how to plan investments and how to manage a portfolio to meet personal goals.
The remaining chapters describe a number of investment opportunities, from
certificates of deposit, stocks, and mutual funds to an introduction to options,
commaodities, real estate, collectibles, gold, and tax shelters.

The final part covers subject matter related to providing for personal secu-
rity. This includes planning for health care and disability, life insurance, retire-
ment, and estate arrangements. It emphasizes the need to consider the values,
goals, needs, and wants of the individual as well as of others who are affected
by the financial plan.

Throughout the long period of preparation of this book, I have been greatly
assisted by a number of excellent reviewers. I would like to thank Judy Farris,
South Dakota State University; Thomas A. Johnson, Harper College; James A.
Poley, City College of San Francisco; Carole J. Makela, Colorado State University;
and Grant J. Wells, Ball State University. [ also wish to thank the editorial and
production staff at Little, Brown, who have offered constant encouragement
and professional expertise; my typist and secretary, Carol Falor; and my legal
advisor, Joseph Backus.

A project like this could not be accomplished without the personal support
of friends and family, such as that offered me by Barbara Backus, John and
Mary Luttrell, and Frank and Peggy Weirich. Finally, I wish to extend my grati-
tude to my husband, Craig Weirich, and two children, Emily and Jacob, for
their patience, support, and perseverance.
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