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Protect yourself against decline in stock market .

The stock market continues to fo)-
low a roller-coaster path, Because of
huge unrecalized gains, Infusion of
forelgn money, domination by the
professionals and the Inereasing use
of futures optlons, huge market
swings are expected to be experi-
enced hy mllllons of investors,

What Is especlally disturbing is
that unless you take special steps
now, you could suddenly lose most of
your unrealized gains and even incur
huge losses.

Here are. several strategles you
might use to protect yourself against
potential lossga.

Buy Puat Option

A put optlon gives you the privi.
lege to sell 100 shares of a stock at a
predetermined (strike) price withina
specified time, which can be as long
as ninc months. This optton elimi-

nates the effect of a price drop — no
matter how severe — on your stock
holdings.

You do have to pay a premlum for
the put option and a commission for
trading In your stock, However, the
total cost of such a transaction could
be far less than the Ioss you might
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finances and you

suffer because of a drop
In stock prices.

Here s an illustratlon. Say you
bought 100 shares of Chrysler at 28
some time ago and the stock Is trad-
ing at 58. Chrysler has been very
strong, and you wlsh to hold onto it.

However, you are afrald of losing
a large chunk of the unrealized galn
H the market experiences a major
downturn. You can avold taking un-
due risk by buylng, say, a six-month
optlon on Chrysler with a strike
price of 56.

Assuming that the price of the put -
option Is $200 and the commission to

trade 100 shares of Chrysler is $50,
you would imlt your loss in the 100
shares of Chrysler to $250, no matter
how far the price of the stock dec-
lines,

Here ls how it works:
100 shares at $56/share $5,600
Value at $28/share 2,800
Your loss -2,800
100-share put al $56 5,600
Commisslon to trade 100 shares -50
Cost of buying put option -200
‘Your cost -250

But what if your foars proved base-
tess and Chryster actually went up?
In that case, you'll never exercise
your put option and would lose Just
the $200 purchase price. However,
you will make up a part or all of that
loss because of \he prica apprecia-
tlon of your stock.

Sell the Stock and Bug Call Optlons

It your. personal tax siluation war-
ranis the realization of a big capital
galn and you are bullish on the mar-
ket, you may adopt an alternative
strategy. You could sell Chrysler at
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®°WORD PROCESSING
‘““Thursdays, April 30-May 21 —
“Word Processing Using IBM PC",
offered 7-9 p.m, ln Bloomﬂcld Hills,"
Fee: 375, Information: 645-3835.
Sponsor: Cranbrook Schools.

@ TRADE FAIR

Friday, May 1 — Trade and pro-
curement fair open from 8 a.m. to 4
p.m. in Detroit. Information: Yvette
Anderson, 864-4000 Ext. 284, Spon-
sor; Greater Detroit Chamber of
Commerce.

@ SMALL BUSINESSES

Fridays, May 1.June 12 - “Small
Business Success Seminars™ offered
from 9 a.m. to 3 p.m. In Auburn Hills
and Bloom{leld Hills. Fee: $85 per
sesslon, $500 for all seven. Informa-
‘tion: 333-1488. Sponsor: Oakland
Communlly College.

' WORKING WOMEN

. Saturday, May 2 — “The Uses of
Power: Women In the Work Place,
New Optlons and Old Values” of-
fered from B a.m. to 5 p.m. In De-
troit. Information: Sarah M. Newton,

company planners offered 7-10 p.m.
in Troy, Information: 542-4220,
Sponsor: Small Business Manage-
ment Schools.

© BECOMING A
CONSULTANT

Saturday, May 2 — “How to Be-
come a Pald Consultant” offered
from 8 a.m. to noon at the Hollday
Inn In Southfleld. Fee: $95. Informa-
tion: 1 (419) 537-2031. Sponsor: Uni-
versity of Toledo.

© KEEPING CLIENTS
Saturday, May 2 — “Attracting
and Kecplng Clients” offered 1-5
p.m, at the Hollday Inn in Southfield.
Fee: $95. Information: 1'(419) 537-
2031, Sponsor; University of Toledo.
D

® GRE PREPARATION
Soturdays, May 2-30 — Graduate
Record Examinatlon refreshers held
from § a.m. to 12:30 p.m. in Roches-
ter. Fee: $95, Information: 370-3120.
Sponsor: Oakland Unlversity.

® HOSPITAL OPEN HOUSE
Sllnday. May 3 — Open house at

574-5542, ly Em-

ployed Women Inc., Federal Em-

g{uoy{:f Program at Blue Cross/Blue
eld,

- @ SMALL BUSINESS
MANAGEMENT
Saturday, May 2 — Free introduc-
. tory course for business owners and

FRIESTIUEERIC AT RO

Hospital's New Life Cen-
'.er from noon to 5 p.m. in Southfield.
Information: Pat Evans, 552-9000,

® REAL ESTATE OPEN
HOUSE
Sunday, May 3 —~ Real Estate One

open house 2-5 p.m. in Detrolt area.
Information: 851-2800.

R

meng a house that needs improvements can

get unds

Tf‘;ere 's the peeling paint. The weather-beaten
.roof. Or-the.qumbling driveway.
And that's not to mention the fabulous deck
you've been thinking about bulldmg all winter.
Well, with the Home Equi
: America, you can take care of all your
: home 1mpmvements simply by writing a check.
That's because you apply only once. And after
approval, your home improvement funds are
ready to use. Whenever you choose to use them.
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er your skin.

Line of credit from

© ENTREPRENEURIAL IQ
Monday, May 4 — “Testing Your
Entreprencurlal 1Q" begins at 7 p.m.,

in Troy, Fee: $15, Information: Ruth
Probst, 649-8646. Sponsor: Start A
Buslness store.
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ing costs of the loan.
send in the coupon,
1-800-222.1983.
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Because when it comes to our Home Equity
Line, all else pales by comparison.

i FIRSTFAMRICA.
Were CommumlyBanksErst

g, e

And at an athzctlve vanable"annual per cent-
age rate, we'll also waive the $200 processing fee
through June, 1987. As well as finance the clos-

stop by or call us at

|

56 and buy a call option for, say,
$350.

This option will authorize you to
call on the selier bafore the explration
da(a (say, slx months) to deliver to

u 100 shares of Chrysler f{or the
speclllad price of, say, $56.

It you prediction is correct and
Chrysler does go up to, say, $76, you
reap a hefty profit 'of $2,000 —
($76-356) x 100 — less the cost of
options plus commisslons.

Here is how it works:

Assume price sises $76 before call
optlon explres.

Exercise call option by calling on
the seller fo dellver

Hero agaln, if you are wrong In
your prediction and the stock goes
down, you just lst your option explre
and (ose just the $350 you paid for
that option. -

‘
Next week: More on stock market,
Educational Seminar: Main Topic

"*Your Investments, your Taxes and

Tax Relorm.” The seminar, spon-

sored by the Observer & Eccentrlc

Newspapers and Coordinated Finan-

clal Planning Inc., wil be held 7-9:30

p.m. Tugsday, May 19, at the Kings-

ley Inn, 1475 N. Woodward, Bloom-

field Hills. .

For more information or resarva-

100 shares at $56/share  -35,600  tions, call 643-8888. B
Price of option -350
Commission -50 Sid Mittra Is professor of finance at
Sale at $76 per share 7.600  Qakland University and president of
Your gain $1.600 Coordinated Financial Planning inc.
“And to my nephew Jurdun,l lgave my entire estate

ontha ¢

us at:

“SERVI

Itlon that he cuts his halr,
and naver, never, never touches

You won't have to touch your caplu\l
if you lease cars or trucks frol

Let us tailor that lease m ynur exact
requirements, We lease all makes and
models at competitive rates. Please call

BILL SNETHKAMP LEASING INC.
FOR OVER 55 YEARS, |

645-6161
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Home Equity Line For Home Improvements | :
Name.
‘l\ A | .:
City.____  State Zip. |
Daytime Phone |
{dSend Brochure  (OCall Me :
Mail to: [

Home Equity Line, First of America Bank, |

400 South Main St.. Royal Oak, MI 48067
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