SELF HELP

BY ROBERT M. SHACK
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handbags, things you couldn t even pronounce.”

Oran “Juice”™ jones, “The Rain"
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INCOME/DEDUCTIONS & CAPITAL GAINS

overhaul since the income tax began in 1913. Because of the
importance of the Tax Reform Act of 1986, |'ve prepared this
information for you in conjunction with Coopers & Lybrand, one
of the country's largest accounting firms. They answer some of the
questions that investors are asking us at Shearson Lehman Brothers.

We will focus on how you may be able to minimize your |986
tax bill and handle capital gains and losses. In future columns we will
deal with tax shelters, municipal bonds, IRAs, income shifting and
borrowing strategies.

B Does tax reform affect me this year!

Definitely. Once it takes effect on January |, 1987, many deduc-
tions and other tax-saving provisions of the old law will no longer
be available or will be “‘worth’’ less because your tax rate is likely
to be lower. So you have only until December 31, 1986 to take
certain actions to save cash.

B What sort of actions!?

The chief ones are to defer income until 1987 or 1988, when
tax rates will drop significantly and to accelerate deductible expenses
into 1986. You also may want to take capital gains on appreciated
assets this year because the special, low-tax treatment of these gains
ends in 1986.

# How can | defer income!

If you're a salaried employee, deferring wages may not be possi-
ble. But if you get a bonus each year, ask that it be deferred
B What sort of deductions may | speed up!?

You can probably prepay some state and local income taxes as
well as property taxes. |If you're planning to buy a car, boat or ma-
jor appliances, do it this year so you can deduct the sales tax.
Subscribe to business journals, join a professional association, or pay
for investment advisory services this year, because the deductibility

The U.S. tax code is about to undergo its most sweeping

of many miscellaneous expenses will be drastically cut back next year.

If you've decided to make a large charitable contribution, do it
this year if possible. Donate long-term appreciated securities if you
can, because you will get a deduction for their full market value
but won't be taxed on the capital gains as you will if you sell the
securities and donate cash. Appreciated securities given to charity
next year will be treated much more stringently.

B What should | do about long-term capital gains!

Next year long-term capital gains on stock, bonds and other assets
will be taxed at a maximum rate of 28% versus 20% currently. So
you may benefit from selling appreciated securities now and paying
the tax in 1986 rather than later on. If you want to keep owning
the same securities, consider repurchasing them shortly after sell-
ing them. Then, when you eventually sell them again, you'll pay the
28% tax just on the appreciation from the higher (repurchase) price.

Before you take these steps, however, figure out whether pay-
ing lower federal capital gains tax now is outweighed by securities
transaction costs, state and local taxes on the gain (which may be
higher after 1986), and lost earnings on the amount you have to
pay in tax.

B What about long-term losses?

If you already have taken short-term capital gains in 1986, try
to take long-term losses, too, before year-end to offset those gains.
This will give you a tax benefit of up to 50% from the loss.

There are many other steps you can take right now and in the
future to save taxes on short and long-term capital gains and losses.
These and other aspects of the new tax law are explained in Shear-

son Lehman Brothers' new booklet, '‘Seven Critical Questions
About Tax Reform.” Call me at (212) 306-0606 or 1-800-221-5743.

Robert M. Shack is vice president of Shearson Lehman Brothers, |4 Wall
St., New York City
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old chains. Fur coats. Credit cards. Mercedes Benzes.
No need to flip through the exclusive Neiman Marcus

catalog anymore for a taste of the high life. just turn on
your radio, and hear what is emerging as the latest trend in Black
music.
jJanet Jackson only lightly flirted with the topic of materialism when
she sang ‘‘What Have You Done For Me Lately."" But you can bet
your Rolls Royce that contemporary recording artists have become
a lot more straightforward in singing songs that demand riches and
gifts from lovers.

This new twist in contemporary music features black men and
women taking nasty verbal shots at each other as they fight for con-
trol of the wallet. And some onlookers are worried as they watch
these songs sailing right to the top of the black music charts.

“No romance without finance. You got to have a j-o-b if you
want to be with me,"’ sings Gwen Guthrie in “*Ain’'t Nothin® Goin’
On But The Rent.”

This fall, that song zoomed to the No. | spot on Billboard
magazine's black chart. |

The very next week, a tune called “The Rain'" moved to No.
|. Oran “‘juice’’ jones, a 28-year-old from Harlem, found himself
an instant star thanks to this snappy rap in which he discovers his
girifriend out with another guy. He races back to their home, cuts
off her credit cards, closes her bank account and takes back his gifts
of jewelry.

“"Entertainers are not considering what their responsibilities are
as role models when they make songs like that,”’ says Dr. Pamela
Jennings, assistant professor of psychology at Howard University,
Washington, D.C.

“One thing is clear,’” she says. ''Kids identify with models of suc-
cess and power."' Youths naturally view the entertainers as famous

Boy, your silky words are sweet
= but were only wasting time
¥ /f your pockets are emply
/ pot lots of love to give
but | will have to avoid
you If you are unemployed.”
Gwen Guthrie, “Ain't Nothin' Goin’' On But the Rent”

As for those electro-plated, stum-gold chans, you
gave me. .. Did they have a sale at Chans-R-Us?”

Miss Thang, “Thunder and Lightning”

and powerful, and therefore take seriously the message of
materialism they're espousing in contemporary music.

Entertainers, she said, clearly ‘‘are influential over the kids and
therefore they do need to think about their messages. They need
to be putting positive ideas out there.’

Bill Adler, spokesman for Rush Productions, the New York com-
pany that manages ‘‘juice’’ Jones, says the romance-finance debate
dates back to the 1940s, at least.

humorous song titled ‘‘Romance Without Finance Is A
Nuisance'' was all the rage in the 1940s, he recalls. ““There's
nothing new about this discussion.”

‘| don't think anybody's happy about having to put finance before
romance but people feel they have no alternatives,”” he adds. "It's
a function of Reaganomics. The economy has gotten so tight that
people are forced to consider their pocketbooks before their hearts.
Consequently you come up with songs like this.”

This certainly is not the first time song lyrics have sparked debate.

Last year, the U.S. Senate Commerce Committee held hearings
on placing ratings on records that contained gvertly sexual, violent
or drug-related lyrics. More than 20 record companies agreed to
place warning labels on albums that might offend.

A study conducted recently by two California State University-
Fullerton professors indicates that parents shouldn’t worry. The
survey of almost 300 junior high and high school students found that
only 2 to 3 percent pay attention to lyrics. To them, it's the beat
that matters.

And even as the fallout from this latest musical trend remains unc
lear, a glance at record shelves shows the materialistic battle of the
sexes s escalating: ‘‘The Rain'’' and *'Ain’t Nothin’ Goin’ On"" have
spawned more than a handful of related tunes.

In **Thunder and Lightning,"" for instance, musical newcomer Miss
Thang makes a sassy comeback to ""The Rain."

*‘My new man got me a gold American Express Card, ' she taunts.
“And I'll never leave home without it. But, as you know, | have
been leaving home without YOU!"™

Margaret Bemnstein is a syndicated columnist in Washington, D.C.
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