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Can you spot your Michigan National teller in

the crowd? The master of Is for-

tors play the money-winning couple and bank

mer newaman Lowell James. Professional ac-

Drexel "bullish’ on Michigan, ‘junk bonds’

By Tim Richard
staff writer

The king of “junk bonds” has come to Michigan — but
don’t call them *Junk” around Robert E. Linton,

“I'm consistently bullish on the bond market,” said
the chairman and CEO of Drexel Burnham Lambert
Inc.. the Wall Street brokerage firm that ploneered the
use of high-yield bonds to finance the growth of medi-
um-slzed corporations. . N : Tt

The Drexel firm, which he has headed since 1877, also
Is known for financlng hostile corporate takeovers —
“raids," crities calt them, Linton sald that'’s only 10 per-
cent of his firm's business. .

Linton addressed a frlendly crowd in the Orchard
Lake Country Club Tuesday as his firm officlally cele-
brated the opening of its first Michigan office at 1400 N.
Wandward, Bloom{icld Hills.

LINTON IS bolish on the bond market because “in-
flation is not about to take off. Raw materials are In
excess supply, Labor rates tend to be moderate; the un-
ion movement is under attack, -

“Interest rates are gonna trend lower,” said Linton,

* teward buslness,
“We opened the new offlce In January, We have 17

ploy play the crowd roles.

On top of that is the prospect thal congressional tax
reform will hike tax rates on capital gains. He's dead
sut against higher capital galns taxes but finds senaters
aen't listening to lobbyists these days,

NEVERTHELESS, Paul Jingezian, Drexel vice presl-
dent and resldent manager of the local office, sces
Michlgan as a “terslfic market,” despite political de-
bate over whether the state has she

brokers, mostly vice presldents of thelr former firms.
Eventually we'll have a 35-man operatlon,” he said.

“Each will concentrate In an area of speclalty —
n:ergers and acquisitlons, buylng and selling small com-
panies, municipal bonds, corporate bonds,

“This area has a high net worth of Individuals, There
is 2 small corporatlon market, There is a large corpora-
tlan market. There is an Institutional market — llfe In-
strance companles,

“E.F. Hutton and Merrlll Lynch’s most successful of-
fices are in Michigan, The productivity per account ex-
ccutive (measured by the number of assets under his
control) is the highest In the country.”
used the word “creative” In de-

predicting one more round of r rater

B by (he Federal Reserve
oard.

But he doesn't share the
view of government offictals
and economilsts that the sec-
ond half of 1986 will see a
contlnued “solid upturn” in
the cconomy, adding, “I
hope I'm wrong.”

As for the stock market,
which others say will contln-
ue lts rlse above the 1,800
Dow Jones level, Linton
smiled, “I cop o plea, My be-
llef is it's gonna fluctuate.”
{Laughter.) “There wlll be
very wide swings. In a year,
it will be about the same as

Linton
itis now.”

Two opposing forces are battering stocks, he said: dis-
appointing business conditions and earnings on one slde,
lewer interest rates on the other.

scribing what Drexel trles to do for companies and
irvestors. Staff members are working on “a creatlve
real estate trust.” And desplte depressed oll and gas
production, they arc picking up such assets,

“MICHIGAN IS the most mlsunderstoed area In the
U.5.," added Kurt Karmin, central regional manager for
who takes credlt for selecting this area for the
39th American offlce,

“It's marvelous for our corporate finance depart-
ment,” Karmin said n an interview, looklng beyond

southeastern Michigan's image as an aute maker gnd”

teward robotics, medical technology, chemicals, gray

iron, hardware, pharmaceutleals, paints and office ma-

chlnery,

“Everyone talks of the South,” he sald, emphasizing
“talks.” “But people who move to Phoenix still do their
Investment buslness in the Detroit arca. It's not llke
buylng groceries,”

Karmln sald Drexel handled Highland Park’s waste

disposal bonds. Ie sees thls region as good for munlcl-
pal bonds.

Senate tax reform bill

Bank tellers star
Staffers volunteer for TV ad |

‘The Michlgan National Bank auto-
matle teller In the Livonta branch at
Flve Mlle and Farmington roads
was a star,

So were several human employees
who volunteered (o toke part in the
bank's Michigan Money Sweepstakes
commereial filmed at the Livonia lo-
catlon. The spot Is currently akred on
television,

The Five Mlle-Farminglon Road
branch was picked from 30 sitcs to
film the spot — mainly. because of
Hs locatlon. Headquartered In
Bloamticld Hills, the holding compa-
ny has offices all over the state.

FINDING VOLUNTEERS — ac-
tuntly, they were paid $1 — was cas-
fer. After a corporate memo was
sent to all Michlgan Natfonal Bank
corporatlon offices requesting volun-
teers, 75 turned up. They came from
as far as Port Huron and Flint..

But few saw thelr likenesses on
A
“We're all really In It,” sald Pat
Sharp of Canton. “You just can't sce

us,
Margaret Schnelder, who works at

the branch at Slx Mile and New-

burgh roads, said she can be scen [n

who lives in Livonia. “A couple of
customers said they thought they
saw me. Now they're going to check
to make sure it's me.”

THE LEAD (wo people In the
commerclal, shown using the teller
and winning the jackpot in a game.
show settlng, are professional ac-
tors. The announcer s Lowell
James, a former television news an-
chorman.

Some 60 actors auditioned for the
parts of the couple. No auditions
were requlved for the Michigan Na-
tlonal Bank employces.

“They (the volunteers) were very
cooperatlve,” said dlrector Ron Cas.
torrk of Castorri and Co, of South-
ficld, “Toward evening it got cooler,
and we lost some people. Some
weren't educated on how a commer-
cial Is shot. They just thought they'd
skow up, we'd shoot the commerclal
and be donc in an hour,”

Filming staried at 4 p.m. and last-
ed until 3:30 a.m. It was shot late In
the evening to glve a dusk effect.

‘THE FIVE MILE-Farmington site
was chosen for a number of reasons,
according to Jim Berline, president
of the Berline Group, which wrote

reads, so nolse wasn't a problem,
sz2ld Berline. “Plus the machin
thereIsstate of the art,” -

And there was plenty of parkin
space to handle the overflow of peoi:
‘ple and cquipment, . :

According to those Involved, film
ing went without a hitch. A couple o
daysof production mectings were-
needed to film the 30-second spot.

“It went very smoothly,” said Ca:
torrl, whose company filmed thé:
now nationally syndleated Detroit
Zoo commerclal.” “There were no
camplications acall.” ~ :

THE COMMERCIAL touts the'
bank company’s $250,000 sweep-
stakes. Every time customers type
in a transactlon at any of the Michi.
gan Money 24-hour auto-teller ma-
chines, they recelve a scratch-of]
game card with the recelpt. :

People can be become instant
$5,000 winners. Also by malching
letters to spell “smart money,” they
become eligible to win a 1986 auto-
moblle, a power boat or a trip for
two to anywhere in the United
States,

Anyone who has a Magle Line
card can use a Michigan Money
telter machine,

“avh

MAYBE DREXEL isn't blggest, Karmin sald, but it’s
*“probably the most profltable firm on Wall Street,” In
scven years its caplal has risen from $200 milllon or
less to S1%z billion, he sald.

Tts own stock Is privately held — 74 percent of it in
the hands of corporate officers, Linton sald.

Chairman Linton was Instltutional Investor maga-
zine's 1985 man of the year. It wasn't'so much for hls
own

g 5§ who knows when to keep “hands of("
= and lie has kept hands off scnlor vice president Mie
chael Milken. . .

“ter. Seoffers colned the term “junk bonds,”

ear carcer, the magazline sald, but becaucs he's,.
<on" bo:

Milken gets credit for sensing there was an untappe:
market for tens of thousands of companies whase del
couldn’t be rated at investment quality — BBB or bet-;

i
:
"THERE ARE roughly 25,000 corporations,” Linton! *

tcld the Orchard Lake nudience, “Only 600 would qualir!
fy for that'(BBB or better) rating, Lo

. “The rest used to rafse [und::'lhmuh‘ banks and Insure
ance companics. Now they can issue bonds without the ¢
types of covenants they used to have, <

more generous after 1987

‘Here's an analysis of the Sen-
ate Finance Commitlee’s tax
proposal by Seidman & Seidman/
BDO, @ Tropy CPA firm,

-*® Individual tax rates: The pro-
pasal will cllminate tax deductions
ai-the beginning of 1987 but wilt not
cut tax rates until mid-1987. Conse-
quently, the 1987 indlvidual tax rate
will exceed the quoted 27 percent
fax rate without corresponding de-
ductions. The plan would be consid-
erably less generous to indlviduals in
1087 than in subscquent years,

.- ® Penstons, IRAs: Many Ameri-
cans, with the loss of the IRA dedue.
tlon and the cutbacks in 401K (to
$7,000) allowable contributions, may
find it much more difficult to fund
their retirement. If the IRA dedue-
{ion Is climinated, savings that have
previously been poured into IRAs
could end up In short-term stock
holdings.

'6 ® Interest and Inlu tax dedue-

tions: Consumer goods industries
could be hurt with the ellmination of
the eensuemr Interest deduction (to
the extent that it exceeds investment
Income) and the ellmination of the
sales tax ded of

Yyears — at a 50 pereent rate or even
a 70 percent rate — may now flad

‘those shelters burning out {producing

taxable income), This Income would
only be taxed at a 27 percent maxi.

c p
a car, boat or appliance becomes
much mare expensive particularly if
the purchase must be financed with
berrowed money.

It may be best to constder making
major purchases now because people
who are highly leveraged may find
they can no longer afford to service
their debt without the benetit of
their interest deduction,

® Capital gains: Long-term capl-
tal galns will be taxed 7 percent
higher than curvently; taxpayers
may want to re-cvaluale their hold-
ings and consider recognlzing long.
term capltal galns In 1986,

® Tax shelters; Shelters may be
hard hit if tax benefits ae ellminat.
ed. On the other hand, these holding
older shelter investments who
mccivcdq‘mgc tax benefits In prior

mum rate, which could
work to thelr advantage,

® State tox code: Many states
will have to drastically alter thelr
taxing systems since many states’
tax laws piggyback the federal rules,

® Banklng impact: Ellmination of
IRAs will ellminate large pools of
money that flow into banks and is
then used for, lending purposes.
Eliminating this deduction could re.
sult in a loss of capital for the ccono-

Pcople will pay off bank credit
card debt much faster if the interest
deduction is not available,

Loss of value in municlpal bond
portfolios as banks have large mu-
nlelpal bond portfotlos that will be
worth- less as munlclpal bonds are
required to yield more to achieve the
same n(lqcr-u:x rate of return.

' Walsh College; ..

where careers happen.

»_ The Master of Sclence in Finance
The M.S.F. is un utiernative to the truditional M.B.A. It oifers
4 mane specialized cusviculum in finance, while sill providing
gradunte education in business,
« Desiggned by business, for busines:
The M.S.E. was developed by financia
nicet the needs of toduy's financial community. Educationa)
Hexibility was built into the progrum by aifering concentations
in corporute finance und fnancial planning.. .

«_Convenient

mmslry Tendens to

+ The M.S.E. is designed 1w it yourpersonal und work
schedules. Counes ure affercd in the evening und on thie week-
end throughout the year, The program is structired for those
currently employed who'séek upward mobility. und want
cam a praduate degree on a part-time hasis,

«_Tuke the first stej .
T begin working towands yuur M.S.E,, contact the Olfice
ol Graduute Admissions. They will provide you with the
necessary informution you'll aced (o begin the progeam,

@ Wwalsh College
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