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Junks bonds are th

Q. I have bad a great oced for
moere income, 1 declded to get It by
buying a number of bonds that pay &
high rate of Interest, Receatly, I
have met a new broker, and be tells
me that I am in & very risky position.
He says the bonds that I have bought
are’ commonly referred to as junk
boads, end there is bot much In the
way of asiets bekind them. I thought
1 bad done a good job by spreading
my maney over 10 different lssuers,
but he says all of them are of the
Junk classification. What {s your
opinlon of junk bonds? Should I sell
them now?

*A. T guess I have learned therelsa
tot of truth In the old adage: “The
higher the intcrest, the greater the

datebook

risk." Your new broker sounds like a

person with good who haa
your interest at heart,

The reason the so-called junk
bonds pay such a right rate of Inter-
est Is that they were issued In trans-
actions where values wera stretched
to the kmit and the assets in back of
them were greally reduced from
normal standards. In cases where
the remalning buslness has been
highly leveraged with debt, there Is
not much room for mistakes In run-
ning the business.

The record of junk bonds is not
very good. In & recent article,
Charles Allmon reported that profes-
sor Paul Asquith of Harvard Unlver-
sity made a study of junk bands Lhat
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were s0ld [n 1977 and 1978, He found
that 34 percent bad defavlted by
1928. In anather study, professor Ed-
ward Altman of New York Universi-
ty found that the funk bond default
rate from 19768 to 13987 was 38 pers
cent.

iF YOU hnvc'a chance of loslng

34-38 percent of your capltal, it
would not scem that you arc making
a sensible investment puttng your
money in such items. You may
Jucky and put your money in junk
bonds that work out, but I would pre-
fer Lo skip that kind of Investment
completely.

There are some mutual {unds that

e wrong way to higher |

invest ln junk bonds, and if you are
determined to put your money in
them, that might be Lhe safest way
to go. But with the hlj

ncome

would be most able to reslst a down-
{urn and contlnue to pay interest.
Thomas

gh p

of defaults, it seems likely that even
the best fund would be caught with a
1oss on one of two junk bond issues.

In looking at junk bonds, remem-
ber that companles that are in very
cyclical busincsses may be the most
likely to run into trouble if they are
highly leveraged. High leverage sug-
gests that in a business slowdown,
they might find thelr Income drylng

up.

r‘R.J.R. Nablsca is one of the highly
publiclzed cases where junk bonds
were Issued in the buyout. Because
of its stable buslness, I would think it

O'Hara of Bloomfield
Hills I your 1

and comments but will answer
them only through this column,
Readers who send in questions on -
a general investment subject or
on a corporation with broad
investor interest and whose ques. '
tions are used will receive o free'
onc-year subscription to the in.
vestment magazine "Better In.~
vesting.” For a sample copy of
“Better Investing” or information *
about investment clubs, write To- -
day's Investor, P.O. Box 220, Roy-
at Oak, Mich. 48068.

@' CREDIT COLLECTION
Thersday, Qet. 12 — “The Check
is In the Mall” offered 14 pm. in

Fee: 345,
370-3120. Sponsor; Qakland Unversl-
ty. .

@ VENTURE GROUP

Friday, Oct, 13 — Southeastern
Michigan Veniure Group mceets at
Walsh College in Troy. |

© GROUP FACILITATORS

Tharsday, Oct. 19 — “Developlng
Group Facilitator Skills” offered 9
a.m. to 4:30 p.m. in Southllcld. Non-
member fee: $205, Information: 353-
4500, Sponsor: American Soctety of
Employers.

0 PURCHASING MANAGERS
Tharsday, Oct. 18 — F

meets in Southfield.
984-4000.

© SMALL BUSINESS
SEMINAR
Thursday-Friday, Oct, 1920 —
“Emerging Buslnesses: Practical Fi-
nanclal Tools for Successful Busl-
ness Plaaning” in Detrolt. Fee: $95.
f : 225-2123. Na-

Intormation:

Scott Elsenberg, 446-0100.

©.CPAs

Tuesday, Oct, 17 — Education re-
quirements discusses at fall account-
ing confereace of Michigan Associa-
tion of Certlfied Publlc Accountants
8 a.m. to 5 pm. at Roma’s in Bloom-
field Hills, Continulng Professional
Education credit. Fee: $30. Informa-
tlon: 855-2268.

e

&:PERFORMANCE
APPRAISALS

*‘Tuesday, Oet. 17 — “Conductlng

P
dffered § a.m. to 4:30 p.m. in South-
field. Non-member fee: $205. Infor-
mtfon: 353-4500. Sponsor: American
Soclety of Employers.

© BOOKKEEPING COURSE

+ Tuesday, Oct. 17 — “Basie Book-
keeping” offered 8:30 am. to 4:30
pm. In Rochester, Fee: $95, Infor-
mation: 370-3120, Sponsor: Oakland
Unversity,

@ APARTMENT
ASSOCIATION

1 Toesday, Oct. 17 — Apariment
Assoclation of Michigan meets in
Bloomfleld Hills. Non-member fee:
$20. Informmation: 737-4477.

@ CREDIT COLLECTION
v Tuesday, Oct. 17 — Credit and
Colections course offered 1-4 pm. in

Fee: 345,
370-3120. Spensor: Oakland Unversl-

¢ SUPERVISION |

« Tuesdnys, Oct. 17-31 ~ “Princi-
plel and Practices of Supervision I'*
4ffpred 9 a.m. to £ p.tm. in Southtleld.
N ber {ce: $350.

453-4500. Sponsor: American Society
 Employers.

-
© STAFF COMMUNICATIONS
- W y, Oct. 18 — “Effecilve

fice Communicatica for Clerieal
and Adminlstrative Staff” offered §
Am. to 4 pm. o Southfleld. Non-
giember fee: $190. Information: 353-
4500, Sponsor: American Society of
Employers.

& U.S.-JAPAN

'+ Wednesday, Oct. 18 — “The US./
Japan Interface” semicar begins at
4:30 p.m. n Bloomfteld Hills. Infor-
‘mation: 645-3635. Sponsor: Cran-
Prook Schools.

- N

@ OFFICE COMMUNICATION
= _Wednesday, Oct. 18 — “Elfective
Pitice Communication for Clerlcal
-gnd4 Administrative Staff” olfered 9
am. to 4 pm. In Southfleld. Non-
Jnember fee: $190. Informatlon: 353-
4500, Sponsor: American Society of
vr,.El'ﬂployms.

[ .
B 'BUILDERS AND LAW

ii Wednesday, Oct. 18 — Bullders
‘Association of Southeastern Michl-
‘gan meet in Bloomfleld Hiils. Non-
smember fee: $15. Information: 737
44

i
' WOMEN OWNERS
;i Wednesday, 18 ~ National
{Association of Women Buslness
Dwners meets in Troy. Information:
8518270,
o

©-DP MANAGERS
X¥edaesday, Oct. 18 ~— Data Pro-
¥cplng Management Assoclation
Bnpets in Southfleld. Information:
g‘aﬁ&mll,mﬂﬂo.

m
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" BUILDING

of Detrolt  tional Bank of Detroit, Michigan
meets in Farmil Hills. Inf e Gas Co., New Detrolt,
tlon: 474-4800. .~ Wayne State University, Minority
‘Technology Councll of Michigan.
© BUILDING OWNERS
Tharsday, Oct, 19 — Building @ LOTUS 1-23
Owners and A Oct. 21 through Nov. 11

1

1600 square yards
available in. . .

I,——‘?l

*500 ua for dotalls
on overything that

Mannington's 10 year
limited Free Floor Guarantes

TN Y

.

®

< AURORA in 4 colors
e LUSTRECON in 6 colors
o DURAGON in 5 colors

o VEGA in 5 colors

Prices offoctive
through Sunday,
Qctober 15th,

— Course on Lotus 1-2-3 on the IBM
PC offered 9 am. to 12:30 p.m. In

Fee: $150.
3[704!204 Sponsor: Oakland Univer-
sity.

© LIEN LAW SEMINAR

Monday, Oct, 23 — Seminar on the
Michgan Lien Act offered 8:30 a.m.
to noon In Troy, Non-member fee:
$35. Informatlon: 737-4477. Sponsor:
Builders Association of Southcastern
Michigan.

© INTERMEDIAYE LOTUS 1.2

Mondnys, Oct. 23 through Nov, 13
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- Intermediate Lotus 1-2-3 on the
IBM PC offered 7-9 p.m. in Bloom-
field Hllls. Informatlon: 645-3635.
Sponsor: Cranbrook Schools

© ENGINEERING REVIEW

Sponsor: Amerlcan Soclety of Em.
ployers.

© PERSONAL LAW
Tuesday, Oct. 24 — Personal law
updatc seminar offered at the Kiugs-
Hills, N .

Tucsday, Oct. 24 —
fundamentals revlew course offercd
in Detroit. Information: Anthony
Corte, 271-1500, Ext. $15. Sponsor:
Society of Manufacturing Engineers.

© EMPLOYMENT LAW
Tuesday, Oct, 24 — “Employment
Law: A Legal Update” offered 9 a.m.

ley Inn,

ber fee: $45. Sponsar: Oakland Coun..
ty Chamber of Commerce. Informa-
tion: 644.1229,

@ WILLS AND TRUSTS

Tuesday, Oct. 24 — Free seminar -
on wllls, trusts and property owner-
ship begins at 7 p.m. in Southfleld.

te 4:30 p.m. in Ni
ber fee: $205. Informatlon: 353-4500.

Now. . . save 25% on every
in-stock Mannington vinyl
And . . . save 25% on installation!

; §57-7840, Sponsor: Em-
pire of America.
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= TROY WAREHOUSE .., ..
* PLEASANT RIDGE

< 190L. Haple Rd,. ...
< 24242 Woodward . .

* CLNTON TOWASHIP . . +ox o+ 34020 Gratiot . .

v REDTORD ....0vvvvvn .. 25001 WO Mite RD.. . ..

* DEARBORN MEIGHTS . ..., ..., 24430 ford Rd. .

S LIVONIA, ....... 35175 Plymouth Rd, ..412-6800
® JAVLOR ...« 23077 Cuseka Rd. . . ..287-2850

® 5T. CLAIR SHORI

INSTALLATIONS, CALL OUR CONTRACT DEPT,

.. 23020 Mack Ave,

778-8686
8857000

W honos FLEX Up ko $5000.00 Instani Credi

STORE HOURS: MONDAY-FRIDAY 10 am to 9 pm...SATURDAY 10 am to 6 pm..,.SUNDAY Noon to § pm

s

Free flome Service—Call Cottect (513) 5857000 \:’5’;’2-'.‘3‘7
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