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é,The Detroit Grand Prix makes a smart move

Writing a column has something in
common with a dog chasing cars, In
that sometimes you have to deal
with what happens when you catch

one.
232 As the most vocal eritic in the lo-
1t2* cal medla of the proposed move of
sk the Detroit Grand Prix to Belle lsle,
515 T was more than a lttle dumbfound-
w>ed when Detroit Renalssance presl.
% dent Robert MeCabe et al took my
advice and returned the race to the
1. streets of downlown Detrolt.
»  Much as I'd like to think someone
was listenlng, I suspect the collec-
v.tive displeasure of major race sup-
porters — not Inconsequently the
i mafor auto suppliers In the habit of
renting hotel suites along the track,
1> contemplating thelr major custom-
ers brofling in the grandstands or

trapped in the island traffic — might
have had something to do with it.

But McCabe threw in a curve by
announcing that along with the re-
turn of the race downtown, the com-
petition would shift to Champlon
Auto Racing Team (CART) cars in-
stead of the European Formula One
racers of past events.

CART cars {also known as Indy
cars after the race held a month ear-
ller than Detroit In some Indlana
cornfield south of bere) are techni-
cally similar to Formula One — both
are open-wheeled race cars capable
of speeds In excess of 200 mph. The
maln difference Is that CART driv-
ers aren't as crabby as Formula One
drivers, and CART drivers' hangers-
on aren’t as well dressed.

——

“ Dan

auto talk

McCosh

CART SPONSORSHIP also is cone
siderably cheaper than Formula One
fact, $12 million cheaper, ac
cording to McCabe, The race
guarantees alone are less for CART
than for Formula One, even before
trying to pay for a brand-new race
track, grandstands and garages on
Belle Isle.

Of course, a few cynles might note
that going before the Detroit Clty
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you still get to keep the premium
you recelved, you will not benellt
from any price appreclation of the
stock above the exercise price. For
example, suppose someone buys a
call optlon on 100 shares of your
stock and pays you a $500 option

However option writing on stocks
already owneu by you may reduce
your marke 7isks, Here is how.

Earnlog income with options

‘You gencrate an Income by selling
a “call” option, the right to buy 100
shares of your stock. The optlon will
specify two things: the price for
hich you are willing to sell your
stock, and the amount of time (usual-
ly between one to nine months) dur-
Ing which it can be purchased by the
option holder at that fixed price.

For this right, a person will pay
you the optlon “premium.” It will be
yours to keep, no matter what hap-
pens to your stock price. You will be
required to deposit your 100 shares
of stock with your broker, who in
turn may deliver your stock If the
optlon holder decides to exercise the
optlon, However, you will earn and
retain all dividends paid on your
stock unless or until your option is
exercised.

Sale of stock

If the option is exercised, you will
have to scll your stock for the price
you originally speclfied. Although

p If your option specifies a
price of $50 per share for your stock,
and it Is exercise® you will recelve
$5,000 for this stock. Since you have
already received a $500 premium
for the option, your total proc
will be $5,500,

The natore of downside risk

When you sell a call on your stock,
the only downside risk that you have
involves your stock, and you would
have that risk whether or not you
sold a call optlon. The call optlon it-
self, however, presents you with no
downside risk. Also, the money you
recelve from your option will at
least partially offset unreallzed
stock losses.

For example, suppose you sell a
call optlon on your stock currently
selling for $50 per share. By explra-
tlon of the optlon period, the price of
your stock declines to $48. The op-
tion is not exercised, but your 100
shares of stock are now worth only
$4800. Compared to the stock's price
when you sold your option, this rep-
resents a paper loss of $200 ($5,000-
$4,800). However, if you recelved
$500 for the option, it more than
offsets the $200 loss, and you are

increase your return

still ahead of your original position
by $300.

Optlon buy back

Befare the option is exercised, you
can cancel your abligation by exe-
cutlng a “closlng purchase transac-
tlon.” It s nothing more than the
purchase of a call identical to the
one that you have sold. That Is, you
may purchase an option that has the
same exerclse price, the same expl-
ratlon date, and, of course, covers
the same seccurity, The price that
you will have to pay to buy back this
optlon may be equal to, below or
above the original premium you
recelved, depending upon fluctua-
tiens In the market, and may there-
fore, result in a profit or a loss.

An important caveat
In thls column I have ignored

and your risk tolerance level. These
aresensitive lssues,

Educatlonat Semioar: Main Top-
ies: 1, The Market Crash, One Year
Later; 2. Making Money in a Side.
ways Market; 3, Creative Uses of
Slngle Premium Whole Life; 4. CD:
No Penalty for Early Withdrawal; 5,
Trading in Limited Partnerships.

Sid Mittra is a professor of
‘management at Oakland Univer-
sity and proprietor of Coondinat.
cd Financial Planning.
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Counell for another couple of miltion
bucks in questionable public appro-
priations for a race track on the
heels of a serles of exposes of big-
ticket land scandals might also have
swayed the declsion,

It’s -also obvious that ultimately
the casinos were supposed to have
supported the race — another pipe
dream because even Las Vegas
dropped Formula One after reap-
praising the costs.

Chervolet, Buick, Ford and
Porsche should like the switch, con-
sidering thelr recent efforts at build-
Ing new engines and some chassis for
CART events. The natlonal televi-
slon coverage also may improve,
since CBS had a lock on the Formula
One event, while the two other net-
works cover CART racing.

Actually, Detrolt was the last
holdout among American cltles
sponsoring a Formula One event.
Long Beach, Las Vegas and Dallas
all awitched to CART after a brief
fling with Formula One, and the re-
sult seems to have made everybody

happy.

Well, maybe not everybody.

The demise of the Detroit Formu.
la One event means the US. isn't
represented on that Iniernational

racing circult — at least untll the
Formula One sponsors find another
civic sucker, It's also a setback for
the forelgn car companies that re-
cently have poured milllons Into new
Formula One engines to meet & new
engine rule for 1989 — including
Honda, Subaru and Lamborghlinl —
and now will get no exposure in the
biggest retail car market in the
world.

At least the deer wlll be safe. And
I plan to buy my hot dog next June
45 it R stegs o Pz
sounds of the race, not to mention
my new role as watchdog of what Is
right and proper.

Ard.

Dan McCosh is the automotive
editor of Popular Science.
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You can find these important figures on any phone. . .

That's because HAP helps keep your body running smoothly b‘!lcovcrin everything from
routine office visits to hospitalization to lab tests to maternity care. Plus, HAP offers you more
than 1,600 physicians at 23 medical centers, 18 area hospitals
and hundreds of individual doctor’s office locations,
So health care is always nearby.

For more information, call 872-8100. And learn all of
the reasons why your human body deserves to be covered
by Health Alliance Plan, .
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CMErgency.

and they may just save your life, 911 is Oakland County’s
new enhanced emergency system that puts help at your
fingertips. When a Police, Fire or Medical emergency
threatens, simply dial 9-1-1 for the fastest possiblc
response. 9-1-1, Three very important figures, Look at
them. Memorize them. And use them in the event of an



