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SALES 

A look ahead .. . 

Christmas is still two 
months away, but retailers are 
already wondering whether 
the holiday spirit will help 
revive consumer confidence 
and brighten a lackluster sales 
year. Page 3 . 

. . . through the glass 

Those show-stopping 
department store windows 
that force you to pause and 
gasp at their exciting contents 
don 't happen by accident. 
Page 2 . 

. . SUCCESS 

Dreams come true 

In the life of nearly every 
American boy , there come a 
hot ummer night when he 
dreams big . Sitting, perhaps, 
on a dark front porch with his 
closest friend , he says a loud 
what HE would do if he had 
all the money in the world . 

A billion-zillion dollar at 
the very lea t. Page 4. 

Florida's wealthy 

Florida has the nat ion 's 
fifth-highe t concentration of 
wealthy residents , including 
new billionaire Ted Ari on, 
Forbes Magazine reported in 
its annual Ii t of the richest 
Americans. Page 5. 

DEVELOPMENT . 

Two years ago, when 
Trammel Crow, the nation 's 
largest commercial builder, 
set out to conquer the 
retirement housing industry , 
competitors expected nothing 
less than a full-scale assault. 

But in the two years it took 
Crow Co. to build its first 
retirement living complex, the 
developer had to to s its 
cookie cutters out the 
window. Page 8. 
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Analysts and brokers everywhere are carefully charting their next moves. In Boca Raton , Art Ally , 
branch manager of Shearson Lehman Brothers ' Boca Raton operation, looks to portfol io planning as a 
hedge against the bear 

Bear facts 
Bull market now a different kind of animal 
By Bob E. Golden 
Business Writer 

The stockmarket has taken investors on 
an erratic roller coaster ride over the past 
few weeks, sometime plummeting 90 
points on the Dow Jones Industrial 
Average, sending chills up investors' 
spines . 

Is the great bull market of the past five 
yea rs thundering on a collision course with 
impending inflation? 

Stockbrokers and securities analysts offer 
an impress ive array of well-constructed 
cenarios to explain the reasons for a 

volatile stock market over the last few 
weeks. 

They argue their cases so persuasively it 
is difficult to tell who is right. 

Some of the experts insist that the recent 
10 to 1 S percent decline in the Dow is a 
normal market correction, while others 
blame eroding stock prices on the federal 
budget and balance of trade deficits, the 
hike in intere t rates , the weak doll ar and 
fears of impending inflation. 

A Boca Raton stockbroker goes so far as 
to blame much of Wall Street's woes on 
''b ig businesses' fast-buck attitude.', 

"The giant companies have shortchanged 
the American investment public and have 
caused unrest and uncertainty," says Ken 
Brown, president of K. W. Brown 
Investments. "By using short-range profit 
planning, expanding overseas with thei.r eye 
on cheap labor ma rkets, they have not 
reinvested their huge earnings runup in the 
United Sta tes." 

Brown cites giant General Motors a an 
example, saying the automaker rai ed its 
prices by 15 to 20 percent instead of 
Turn to Market page 6 
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keeping pace with the decline of the dollar 
in the United States and abroad. 

''They passed off their foreign exchange 
gains in terms of higher prices ," says 
Brown. " This left them very short in sales 
and with heavy inventories of 38 percent 
of 1987 and 1988 models . 

Brown says the nation 's economy is in a 
recession because four major sectors of the 
economy are showing poor performance. 
Auto sales are off better that 30 percent , 
housing starts are down 10 percent 
compared to a year ago, the money 
supply is short some $100 billion over the 
ratio of growth for the previous six years, 
and durable goods sales are down about 
80 percent on an annualized basis. 

But Brown is still bullish on the stock 
market , mainly due to the reinstatement 
of the revised Gramm-Rudman Bill , 
which he believes will result in a balanced 
federal budget by 1993. The law had been 
deemed unconstitutional by the U.S. 
Supreme Court earlier this year because it 
took control of the budget away from 
Congress and gave it to the executive 
branch . 

With the na tion 's purse string back in 
the hands of Ca pitol HiJI , Brown believes 
that major slashe in government 
spending will cau e more inve tor money 
to flow into the stock market. 

" Gramm-Rudma n means the 
gove rnment will pend less and borrow 
le through government bonds," expla ins 
Brow n. "There should be a round an 
additional $50 billion fl owing in to the 
priva te sector this ea r." 

Because the government will be elling 
less bond there wi ll be more money 
available and a superboom in the economy 

should begin in January , having a strong 
effect on auto sa.les and durable goods by 
late spring, says Brown. 

Jeffrey Lieungh, a stockbroker at the 
Boca Raton branch of Drexel Burnham 
Lambert Inc. , says that the 10 to 15 
percent market correction is very healthy 
for the market because it has created 
some bargains among blue chip listings. 
He says IBM at around $145 per share 
and General Electric in the upper $50 
range are excellent values, compared to 
previous highs this year of $175 and $66, 
respectively. 

Lieungh is convinced that now is the 
time for long-term investors who can hold 
on for two to three years to buy blue chip 
stock at bargain prices . But in-and-out 
traders are getting chopped up, says 
Lieungh . 

"What's leading the market down is 
the trade deficit ," says Lieungh . 

Last week the United States reported an 
unexpected high $15.6 billion trade 
deficit. 

" No one has any real conviction in the 
stock market because they think inflation 
may be just around the corner," says 
Lieungh . " o one really knows when the 
market will turn up. The falling dollar 
produces higher interest rates that could 
result in inflation. People are panicking , 
but there's no reason for it. " 

As for the Gramm-Rudman Bill , 
Lieungh ays he doe not see it as the 
panacea for our nation 's economic woes. 

" I've got to ee it to believe it ," says 
Lieungh. " Congress hasn' t done its job 
for the las t eight yea rs and I' m not ure 
how effectively they' ll implement the law. 
They have to ta ke more re ponsibility -
instead , they don' t do a th ing." 

A ecu ri ty analyst at J. W . Charle -
Bu h ecuritie Inc. in Boca Raton say 
the short -term outlook i for lot of 
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volatility in the market - with 90-point 
swings not uncommon. 

"But 90 points on a percentage basis 
today is about what a 10 point swing was 
a few years ago when the Dow was much 
lower, " says Olha Holoyda. 

She blames inflationary fears, high 
interest rates, the weak dollar , budget and 
trade deficits and higher interst rates for 
the sagging market. 

" There's a general nervousness among 
investors because the hike in the prime 
rate had a real impact, " says Holoyda. 
"However, I will say that this is not the 
end of the world ; it's just a temporary 
market correction . 

Holoyda says that the market should 
level off as the country gets closer to the 
presidential election. 

"I can't explain why this happens," 
says Holoyda . "But we recently 
completed a study that shows there 's a 
real pattern over the years that has 
developed where the market levels off 
near election time." 

Art Ally, branch manager of Shearson 
Lehman Brothers' Boca Raton operation , 
says that his office is heavily entrenched 
in financial planning as it relates to 
investment portfolio . Because the 
investment programs there are in all 
aspect of the market place, 
diversification insulates their investors , 
says Ally. 

" We' re not an aggressive kamikaze
type of trading house here ," says Ally. 
" When the market is in the dumper, we 
don ' t die." 

The same monetary concerns are 
echoed by Bruce Beardsley, re ea rch 
analysts a t Shear on Lehman's ew York 
corporate headquarters. He say that over 
the next two to three month the market 
will be on the down idc. 

"Once the perception grows that 

d 
0 

w 
n 

') . 
• 

interest rates are peaking out , the stock 
market should start moving up again, " 
says Beardsley. "But blue chip growth 
stocks that led the advance over the years 
are no longer on the bargain counter. 
They've had terrific runs and are not 
undervalued anymore. ' ' 

Beardsley adds that there are still some 
bargains among selected regional banks 
and selected diversified companies. 

Bob Prechter , editor of the Elliott Wave 
Theorist , a market newsletter published in 
Gainesville, Ga., and read by thousands 
of stockbrokers around the country, says 
most of the outside market events have no 
effect on the stock market. 

"There's been bad economic news 
coming steadily for the last three years, 
yet the market remained bullish," says 
Prechter. ".When the Ivan Boesky scandal 
broke a lot of people said it would be a 
death knell , because of revelations about 
market manipulation on inside 
information . But it had no appreciable 
effect on the market's long advance." 

Prechter , who charts the market by 
employing the Elliott Wave Theory, a 
technique of cataloging and describing 
reoccurring market patterns , insists that 
the market has a life of its own and has 
psychological swings from " pessimism to 
optimism, and back again , in a natural 
pattern ." 

" It ' s in the nature of human beings not 
to be satisfied with the sta tus quo," says 
Prechter. " Optimism can be ca rried too 
far and then the momentum swings the 
other way. After three years of increasing 
optimism everyone began getting wo rr ied 
that it couldn ' t go on forever, and the 
acceleration in the upward cycle 
faltered .' 

Prechter believe that market patte rn 
conscantl repeat them elves. 

' History alway repeat it elf becau e 
human nature doesn't change." 
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Charles and Kelly Lett (left) and Hy Sisserman, all of Boca Raton, keep a watchful eye on their 
stocks in the viewing room of J.W. Charles-Bush Securities 

Bear-n1.arket investors don't have to hibernate 
By Bill Sing 
Los Angeles Times 

Worried about the market's wild 
gyrations? Want to protect your stock 
profits? 

"The most important thing is not how 
much money you make in a bull market 
but how much you avoid losing in a bear 
market ," said Charles Allmon, editor of 
Growth Stock Outlook , a newsletter 
published in Chevy Chase, Md. 

No one knows for sure whether the 
bear market has started. But here are 
some tips on how you can protect 
yourself in case it has, while allowing 
yourself room to make more money if 
the bull is s till alive: 

• Enter stop-los orders. Tell your 
broker to have your stock sold if it falls 
to a certain price below its current level. 
Such stop-loss orders a re allowed for 
shares on the ew York and American 
s tock exchange but not allowed for 
over-the-counter i ues . 

There i one disadvantage, however: 
Your tock could hit the stop-loss price 
only to rebound a nd shoot back up 
again . So make ure tha t the stop-los 
price i suffJciently below the current 
price to allow for short-term wing . 
Some experts uggest citing your stop
los a t 10 percent below the current price 
for rela tively stable stocks and a t 15 
percen t or 20 percent below for more 
volatile issues. 

• Buy put options. Thi gives you the 
right to sell your tock at a particula r 
price within a particular period , locking 
in your profit. For example if you own 

100 shares of a stock selling at $100, you 
could buy a put on those shares that will 
give you the right to sell them at $100 
anytime during the next three months. 

Thus, if the price closes below $100 at 
or before the expiration date, you could 
exercise the option and sell the shares at 
$100. Your only loss is the commissions 
and the cost of the premium you paid 
for the option, which in this example 
could run between $1 and $10 a share, 
depe.nding on the stock's volatility and 
dividend . 

• Sell gradually. Sell a set portion of 
your portfolio each month, being careful 
to minimize commission costs. Or sell a 
portion each time the stock moves up or 
down by 5 percent or 10 percent. 

Usually in a bear market , stocks don ' t 
go stra ight down; instead, prices tend to 
zigzag. 

Of course, if you think a collap e is 
imminent and you don ' t mind paying 
capital gains taxes on a ll of your profit, 
you can ell everything at once. In a real 
bear market, you may not want to be in 
stock a t a ll. Generally, 95 percent of all 
tocks go do~vn in a bear market. 

• Sell stocks that a re overvalued or 
tha t could do poorly in a downturn. 
Elaine M. Garzarelli, director of sector 
ana lysi for hear on Lehman Bro . , 
uggests getting out of tocks in cycl ica l 

industries such a paper, aluminum, 
computers and drugs. 

• Sell short. This i one of the be t 
ways to profit from declining stock 
prices, yet it is often under-used. " It 's a 
great strategy, but a lot of people don ' t 
do it because (they think) it 's un-

American," said analyst Garzarelli, who 
is shorting a number of stocks in her 
own portfolio. 

In selling short, you in effect borrow 
stock at the current price and promise to 
buy it at some later date, hoping that the 
price will be lower so you will make a 
profit. However, if the price is higher, 
you lose money. 

How can you protect yourself from 
large losses in short selling? One way is 
to tell your broker to automatically 
" cover" your short sale if the stock goes 
up a certain amount, say 5 percent. That 
means that you wil.l buy the stock if the 
price goes 5 percent higher, in effect 
limiting your loss to 5 percent plus 
commissions even if the stock later rises 
more than that. 

• Invest in ignored and undervalued 
stocks. The theory is that since these 
i sues haven't risen a much as others in 
tbe bull market , they won' t decline as 
much in a bear market. 

Monte Gordon, director of research for 
Dreyfu Corp., a mutual fund company 
ba ed in cw York , ays utility, 
in urance, food , tobacco and bank stocks 
are undervalued a nd may do better in a 
bear market. 

Geraldine Wei , editor and publi her 
of Inve tment Quality Trends, a San 
Diego- based new le tt e r sugges ts 
eventua lly selling about half of your 
portfolio a nd u ing the funds to buy 
underva lued stocks in such industries as 
utilities, banking and hospital upplies. 

Unle s you a re aggressive and bulli h 
about the market avoid the blue-chip 
i,ssues of the Dow Jones average of 30 

industrial stocks. They have risen the 
most in the current bull market but 
stand to fall the most once the bear 
market starts, says Robert R. Prechter, 
editor of the Elliott Wave Theorist. 
· • Buy high-dividend paying stocks. 
Some utility stocks are paying dividends 
at the rate of 8.9 percent of the stock 
price, Shearson's Garzarelli said. And 
utilities won't do as poorly in bear 
markets, she said. 

• Invest in companies with low debt. 
They generally are better equipped to 
ride out a recession or rising interest 
rates, newsletter editor Allmon says. 

Alternative Investments: 
• Consider shifting money into 

bonds, certifica tes of deposit or other 
fixed-income investments. Yields on 
bonds have risen dramatically in recent 
months, making them increasingly 
attractive relative to stock , says Richard 
H. Fonta ine, president of the T. Rowe 
Price Capital Apprecia tion Fund. 

But be careful with long-term bonds 
and long-term bond mutual funds . While 
they yield more, their principal value, or 
price, nuctuate more than hort-term 
issues for a given cha nge in interest 
rate . Conservative inve tor should tick 
to shorter maturities, Fontaine aid . 

One example of a good buy is four
year Trea ury notes, which old at 
auction earlier thi week at a yield of 
9.24 percent, up from 7.89 percent a t 
the last comparable auction June 24. 
Because of their relatively shorter 
maturity, such is ue have far less 
capital risk than 30-year Trea ury bonds, 
which yield about 9 .8 percent. 
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