



































Most financial advisors say, “No.”

I say, “Yes.”

The way to start is by buying a
security known as stock purchase war-
rants, known simply as “warrants.”

PROVEN WINNERS

Warrants are proven big money
makers for others, why not you? In the
1962 market cycle, the smart money
bought United Air Lines warrants for
$5 each, and sold out in early 1966
at $139. A $500 investment cashed in
at $13,900. Still other operators in-
vested $525 in Hilton Hotel warrants
and watched their investment climb
(in 2% years) to $15,000!

Not interested in intermediate term
holding? Warrants can still be your
“big money” maker.

If you'd bought 100 shares of Tri
Continental stock at its 1942 $5 low,
you'd have watched it grow to $48,000.

If, on the other hand, you'd bought
their warrants, upon issuance, for a few
pennies each, that same $500 invest-
ment would be worth $1,212,000.

That's right, more than $1 million!

Success stories of the “what if” genre
are a dime a dozen on Wall Street, so
let’s see how you can make someone
else’s story your reality.

WHAT'S A WARRANT?

You buy warrants because they rise
in price faster than common stock.
They do this through a principle called
leverage. To understand leverage you
first have to understand how a war-
rant works.

A warrant is an option to buy a
corporation’s common stock, at a speci-
fied price (called the exercise price),
for a specific period of time. Usually,
10-20 years.

A typical warrant might be issued
under the following terms: exercise
price: $20; expiration date: November
1986; exchange ratio 1:1, rate to
change to 1:0.75 in 1981.

This means that you have until
1981 to exchange your warrant, plus
$20, for one share of common stock.
After 1981 you have another five years
to exchange your warrants, plus $20,
for % of a share of common stock. Af-
ter 1986, your warrant expires and
is worthless.

You receive the common shares di-
rectly from the company. They must
honor the warrant contract and sell
you their common stock for $20, even
if it’s selling for $100!

Paul Mixson is a free lance writer
specializing in stock market and finan-
cial subjects. He holds a B.S. in Ac-
counting and an M.S. in Finance and
is @ member of the American Business
Writers Association, In addition to his
past experience as a supervisory gov-
ernmental accountant, he has pub-
lished a regular stock market column
in several trade magazines and news-
papers.

That's how you make money in
warrants, watching the market price of
common stock rise to more than the
warrant exercise price.

Warrants are strictly an option to
buy a firm’s common stock. Warrants
give you no voting rights, no divi-
dends and no asset protection if the
corporation goes bankrupt. You are
speculating that the stock price will
eventually be more than the warrant
exercise price.

You won’t have any trouble buying
or selling warrants. You should con-
centrate your attention on the many
warrants listed on the American Stock
Exchange and, to a lesser degree, on
those appearing regularly in over-the-
counter market listings. When you’re
ready to sell your warrant (hopefully,
at a profit), you don’t have to buy
the common stock—you sell the warrant
through your broker, just like stock.

You won’t, however, find warrants
traded on the New York Stock Ex-
change. The “Big Board” regards them
as “hybrid securities that will never
meet our stringent requirements for
listing.” A recent exception to this
categorical claim is the listing of AT&T
warrants. Hammer Budge, ex-Chair-
man of the Securities and Exchange
Commission, believes that they give the
holder the mere illusion of owning
something and doesn’t like them.

But, people still buy them and many
companies swear by them. Among the
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300 warrant issues outstanding, these
companies are represented: American
Metal Climax, Holiday Inns, Jones &
Laughlin, LTV Aerospace, McCrory,
Mobil Oil, Textron, United Airlines,
and Del Webb.

LEVERAGE

The most important thing you receive
when you buy warrants is leverage. It
works this way: You buy 100 XYZ
Corp. warrants at $2 each, investing
$200. Each warrant gives you the
right to buy one share of XYZ common
stock for $20.

Unfortunately, XYZ stock is now sell-
ing for $12 a share and your warrants
are “worth” nothing. You can buy the
stock on the open market cheaper than
the warrant exercise price. The $2 you
paid is called the “premium” and is
a pure bet that the underlying stock
price will go up.

When XYZ common stock reaches
$30 a share, your warrants have a value
of $10 since they give you the right
to buy shares for $20, which you can
sell for $30. Speculators, however, will
have bid up the warrant price, bet-
ting on a further increase in XYZ
stock. The warrants may be selling for
$4 more than theyre worth (that
premium again).

If you'd bought 18 shares of stock
at $12 for $192, it would sell for
$480 at $30 a share, a 150 per cent
profit.

But, you bought warrants. Your $200
investment is worth $1,400, a 600 per
cent profitl Even without the $4 pre-
mium guesstimate, you'd have a guar-
anteed 400% profit.

This is the leverage of warrants. But
remember, it also works the other way.
If the stock price declines, the war-
rant can drop even faster.

YOUR RISKS

There are several risks in warrants.
The easiest to check is your time
limit. As you recall, warrants are op-
tions to buy stock for a specific period
of time. If your warrant is going to
expire shortly, you have less time to
make a profit. Naturally, the more
time you have, the better your chances.

Many warrants have expiration dates
in the 1980’s and several have no ex-
piration date and are called “perpetu-
al” warrants.

Another risk is the obvious one. The
underlying common stock must go up.
As anyone in the market knows, fore-
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firms. And, finally, buying warrants
definitely involves additional analysis
steps which many investors refuse to
perform.

A sound warrant investment should
have good leverage on the upside, not
too great a downside risk, an adequate
life and you should like the company
and its prospects.

If your warrant meets these quali-
fications, it will not only be safer than
the stock but also be your “big money”
market.

OUR WARRANT EXAMPLE
Warrant’s selling
price: $2.00 each
Stock’s market
price: $12.00 each
Exercise price: $20.00 -

one warrant
for one share

Exchange ratio:

of stock
Expiration date: 1986
Change of
terms date: 1981

one warrant
for .75 shares
of stock

New exchange
ratio:

TERMS

The price at which a
warrant holder can buy
common stock, regard-
less of the stock’s mar-
ket price.

Date on which the war-
rant expires and be-
comes worthless.

The secret ingredient in
all “big money” mak-
ing methods.

The most important
warrant characteristic;
their ability to rise in
price faster than the
underlying common,
turning a small bank-
roll into “big money.”
Warrants without any
expiration date.

The amount above a
warrant’s real “value”
at which it is selling.
An option to buy a
corporation’s common
stock for a specific
period of time, for a
specific price; traded
on security exchanges
just like stock; the eas-
iest leveraged security
for the average investor
to buy to make “big
money.” |

Exercise
Price

Expiration
Date
Judgment

Leverage

Perpetual

Premium

Warrant

Youneeda
better way

toget

your telephone
messages.

Youneeda
RECORD-O-FONE®

(automatic telephone

A Record-O-Fone will answer your
phone on the very first ring—deliver your
message in your voice or any voice you
choos?. It will then take messages in the
caller’s voice—clearly, accurately and
confidentially. It will do this 24 hours a
day—36§ days a year.

And with our exclusive Tele-Key® re-
mote call back signal device, you can get
your message anytime—anywhere—with-
out returning to your office.

Made in the U.S., Record-O-Fone, as
well as their distributor, dealer and service
network, is the oldest and largest organi-
zation specializing in the manufacture and
distribution of automatic telephone
answering systems. 4

To arrange for a free demonstration
or to receive literature of the various
Record-O-Fone units we make, please use
the coupon provided.

RECORD-0-FONE®

Division Electrospace Corporation
1717 Paterson Plank Road, North Bergen,
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answering system)

1 RECORD-0-FONE® 1
1 Division, Electrospace Corp. 1
1 Dept. 032-€ 1
1717 Paterson Plank Road,
b North Bergen, N.J. 07047 1
1 |
] Gentlemen: 1
1! l;flloultq like to have a FREE demonstration without
obligation. 1
: | would like to receive FREE literature. 1
1 |
. Day. Time. l
1
: Name. l
1 comp 1
1 |
J Addres ]
: City State Zip :
l County. Phone. l

N.J. 07047 l--------------\‘
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