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Penny stocks '

Despite risks, they can bring big returns

by Allan Holmes

In December 1982, many Triangle
investors were called by brokers with the
Raleigh branch office of First Jersey
Securities and told about a relatively
unknown company called International
Thoroughbred Breeders, The New Jersey-
based company planned to raise and sell
thoroughbred race horses and reswrrect
the burned Garden State race track in
New Jersey. The company’s stock sold for
about $2 a share.

In the ensuing years, First Jersey
made several stock offerings and
continued to recommend the stock to its
clients. The stock sales raised about $200
million for the company. Investors who
put money into the venture saw their
horse stock climb to a high of $11.25. But
in April 1985, after the stock was listed
on the American Stock Exchange at

$9.25 a share, International Thoroughbred -

Breeders started spiraling downward.
Within eight months it was trading for
$3. On Sept. 4, it closed at 63 cents per
share.

Executives and brokers at First
Jersey called the stock a complete
success, saying the smart investors who
got out early made money. Brokers and
analysts at large brokerage firms and
writers with business publications, such
as Forbes magazine, and television news
shows, such as 60 Minutes, called it a
scamt, reponmg that the sbock s value
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“When you jook at [penny] stocks, they
usually don't trade on exchanges,” says
Hugh Dyson of Interstate Securities.

"They're not subject to an auction
market.”

" Beauty pageant investments more than skin deep

>

by Mike Collins

A new Miss America will be crowned
Saturday night. She will register sur-
prise, she'll cry, and she will accept the
congratulations of tearful competitors.
But her tears also will be tears of relief;
those of her competitors will be for
investments that came up empty. The
business of beauty in America — for young
and old — is a high-stakes game with
thousands of players and few winners.

i

“In the past three years, we have
spent from $10,000 to $12,000 for

clothes, lessons, travel, photos and
contest entry fees,” said Bobbie Asad.
Her daughter, Magda, ‘“enjoys the

contests and is not afraid to be on stage
in front of people. She recently won the
Little Miss United States contest in
Myrtle Beach.” Magda Asad is 4 years
old. She has been competing in contests
since she was 1,

Asad, who also is a contest promoter,
said: “The Triangle is just now becoming

exposed to the range of beauty contests
that many other areas of the country
have had for years.”

And that means the Triangle is
discovering more financial benefits from
beauty contests. “The budget for the Miss
North Carolina pageant is from $150,000
to $200,000, and most of that stays in the
Triangle through rents to the city for
Memorial Auditorium, permits, conces-
sions and other expenses,” said Steve
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was artificially inflated by the selling of
the stock between First Jersey branch
offices across the country. They also
claimed few investors, if any, were told
to sell when the stock was high, and
many held on to the stock as it took a
nose dive.

Penny stocks are considered to
be new issues priced at less than $1 a
share, but the term has been used to
describe stocks selling for as much as $3
a share. They have attracted millions of
investors looking for an opportunity to
make millions of dollars, and they have
attracted hundreds, maybe thousands, of
firms that market themselves as

talizing in these low-priced stocks,

irst Jersey, which sold its retail
brokerage business to Sherwood Capital
Group Inc. in December, grew from $6
million in revenues in 1979 to $95.7
million by the end of 1985. Revenues fell
to $70 million in 1986.

Financial theorists and brokers
working at some well-established invest-
ment {irms warn that the risks in
investing in penny stocks run high. Some
say investors would have more chance of
making money at the roulette wheels
and blackjack tables in Las Vegas than
making money in penny stocks. Brokers
advise clients to stay out of penny stocks
because the companies tend to be
start-ups with no records of past
performance, little industry experience
and financial backing, selling untested
services or products. They add that other,
less obvious risks can exist, such as the
reputation of the investment firm
underwriting the new issue, whether the
stock trades on a large exchange or not
and the reputation of other financial
backers of the company.

Nevertheless, executives with Stuart-
James Company, a penny-stock firm
with operations in Durham, say penny
stocks can be a good investment for
clients willing to take the risk. They say
the financial and investment criteria
they use in choosing penny stocks reduce
the odds of picking a loser and identify
the ones with the best chance of
appreciating.

The penny-stock market is a
lucrative niche in the multibillion-dollar
investment market. Last year, penny-
stock dealers raised more than $200
million for new issues priced at less than
$1, according to Forbes.

An abundance of articles and news
shows have reported on the business

Penny stocks have big returns despite image
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practices of certain penny-stock broker-
age firms, such as Blinder, Robinson &
Company and First Jersey. In First
Jersey’s case, reports claim the firm
bought and sold securities between
branch offices, called cross selling, which
artificially pushed up the price of a stock.
Brokers of one branch office would buy
the shares sold by the brokers of another
branch. The result was a stock increasing
not on the merits of its revenues and
earnings reports but because of an
elaborate pyramid scheme, said Hugh
Dyson of Interstate Securities in Cary.
Before the firm was sold to Sherwood
Capital, First Jersey paid the National
Association of Securities Dealers a
$300,000 fine after the association
claimed that the firm took unfair and
excessive markups in the securities it
sold. Robert Brennan, then president of
First Jersey, agreed to pay a $25,000 fine
and take a 10-day suspension from the
brokerage business.

Complaints about firms such as
First Jersey have been rising nation-
wide. The securities division of the N.C.
Secretary of State’s office estimates
complaints against brokers and dealers
will increase 48.1 percent this year from
1986's total of 108. (Statistics are
unavailable before 1986 because the

1986 1987

division changed how it counts com-
plaints. Before 1983, the division did not
keep such statistics.)

The rise in complaints is partly due
to the increase in the number of brokers
and brokerage firms licensed to do
buginess in the state, said Eugene Cella,
the division’s chief enforcement attorney.
Since the bull market started in 1982,
the number of dealers registered to do
business in North Carolina has increased
171 percent, from 370 to 1,002, according
to division records. The number of
registered sales representatives has
grown almost four times, from 7,727 to
30,732.

But a significant number of the 81
complaints filed with the state division
through last July have been filed by
investors dealing with penny-stock
dealers, Cella said. ““A lot relate to penny
stocks and the high-pressure belephone
selling techniques of their brokers,” he
said.

The complaints about penny-stock
dealers has been building for several
years. News reports, combined with the
rising number of complaints and
investigations taken against penny-stock
dealers, have led many brokers with
established firms to warn clients to stay
away from investing in penny stocks.
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building evenly batween endmanutadut-
..ing operations. Currently, the company S,
yoccuples an 8,000-guare-foot difice 7
“and 49,000-square-loct manufacturing buﬁdmg
inthe park; both of which the company intends .

.to continug using, Damiel said. The company
“has about 70 amployees, headded.

New complex plannod

Tenantsmasmowquar&lootdﬁoe ¥
rogectbm devdopedmﬂebghmlbeab‘e
to participate in the building's ownership, The .
complex, OnemSamtAlban;mCe:ge wifl altow for
 ownership in the form of a fimit panners‘upon
h‘vebmldmgtoquaﬁﬁedter\arﬂs.sadﬁad :

Fletcher, president of The Fletcher Group, the
_mmgmmmdmm
'+~ ~“The qualfied tenant earne, by ghing a _
three- {0 saven-year. lease, ownershvp L

sp"ﬂetche'satdaddmmm B

fimited
alenant also coukd obtain ownership by 7" *
-purchasing an equity interest in the building. t
i ;ﬁ mandaxoryﬂ\mtenants participate inthe f
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Construcuononmesa 1 mrll%on prqea,oﬂ
d Saint Atbans Drive in North Raleigh, fe B
expected to begin in 60 to 90 days, Fletcher
said: He said that the building was 73 percent  *
pre-leased and that there are plans :
buiding at the site. "+ 5
*- The second building wil be a “mmoreopy‘
ot the buﬂdm?N rrantly scheduled for .
construction. Wakter Davis of Raleigh is the i. ;
armxtsct for the project. George Finchisthe * - ¢
fand planner; and BMn\arkCoMmcuon i
Corporation is the general contractor. * . *

Cellular One movlng “

Celiular One of the Trangle and Prov:dence
Journal Celiular Management Services plan to
relocate in Penmeter Park in Marrisvile this -
month, officials have confirmed, The com- +
panies, which curmently operate at the 900

building in Perimeter Park, are moving from
about 7,000 square feet to about 12,000 square |
. feet in another Perimeter Park building with an
" option to take anomerGOOOSquarefeetmwo
years il needed. .
"2 ast year, we had 18 employeés. Now wa ‘.
have about 40, said Chris Leach general
manager of Cellular Qne. .

“In April, Providence Journal Ccmpany of
Providence, R.l., tormed Providence Journal
Calluiar, which i a celluiar- -management :
subsidiary and headquarters for other Cellular 4
One systems across the nation. The Providence
Journal Company also is the parent company
ot Cettutar One of the Triangle.

In fate August, Providence Joumal
Telecommunications inc., ancther subsidiary of
the Providence Journal Company, announced
an agreement 1o acquire the Ceflular One
mobﬁe phone systems operating in the Triad

and in the Norfolk/Newpon News area, said
Carl Nordgren, vice president and CEQ ot
Providence Journal Cellutar. . ;

in ancther development in the local
telecommunications market, Tri-Tel Communica- .
tions, a national long-distance telephone
provider for business and residential customers,
will begin serving the Triangle this week. Tri-Tel
has located its local offices in the CrossPointe
Plaza | office building off of Creedmoor Road in
Raleigh.

B

Setting it straight

The fee for becoming a member of the Greater
Durham Chamber of Commerce was incor-
cectly reported in the Sept. 7-14 issue of
Triangle Business. The fee is $175 plus a $15
initiation fee. Also in that issue, we incorrectly
reported the number of reservation guarantees
obtained by the chamber from Ourham
businesses in support of having a hotel built
downtown. The number of guarantees was
25,000,

* *Mhargié Bidness T Lepamber142Y, 1967 3



One broker at a large firm with an office
in the Triangle said, “The penny-stock
market is the seedy, dark side of
investing.”

Even companies don't want to be
viewed as a low-priced, cheap stock. The
stigma of having a low-priced stock led
the board of directors of Wickes
Corporation, parent company for Wickes
Lumber, to declare a reverse stock split
just to raise the price of its stock. The.
stock was trading for about $4 per share
in June. The company declared a 1-for-5
reverse gtock split to raise the price of
the stock to $20. “It doesn't make the
stock worth any more,” said Dyson, “but
what they are trying to do is get that
monkey off their back. Institutions just
won’t buy atocks that low.”

The penny-stock blemish has even
reached the penny-stock firms. Fred
Fruitman, senior vice president of

corporate finance for Stuart-James, said: |

“We try to stay away from the word
‘penny stock’ because it has a negative
connotation.” . - . e T
Everyone, including penny-stock
brokers, says the primary danger in
investing in young companies trading for
less than $1 a share is the high amount
of risk involved. Many of these
- companies are just entering the market,
and many times their product is not
developed. .7 . . - o R
r “Not only ia there risk involved, but
! it's hard to judge the degree of risk,” said
Harvey Campbell, an assistant professor
of finance at Duke’s Fuqua School of
Business. "“Like with established stocks:
It’s one thing to say that they're not as
risky, but you've got a handle on what
the degree of risk is. But with a lot of
these small stocks, you just don’t know

how risky they are, especially if they are -

E measure

start-ups. There are very few methods
that we can employ in finance to actually
the risk.” ~

The companies these Ilirms  dare

' bringing public often are blind pools,

Interstate’s Dyson said. The company
might have an idea or product, but no
sales force or staff. “They can't get any
money from a banker or more traditional
sources, 8o they get in bed with [a firm

| specializing in penny stocks],” he said.

“When you look at these stocks, they
usualily don't trade on exchanges; they're
not subject to an auction market. [t's
dealer markets, and the spreads between
the bids and the asks are sometimes
incredible.”

The dealer market: That is what the
securities industry and its governing
agencies say is the biggest risk in dealing
with penny stocks. The dealer market —
the “pink sheets,” as the industry calls it

How our eXpaHSion
in Raleigh/Durham can
~ benefityours.

Early in June, we started
amost ambitious project—to
expand our service north and
south with Raleigh/Durham
as a major center or “hub” of
our operations. For business
flyersin Raleigh/Durham, this
new center of operations pro-
videsthe added benefitof more
convenient flights in every
direction.

Of course, convenient
flightsandtimesaving sched-
ules aren't our only promise

for Raleigh/Durham flyers. We built our rep- N
utation on serving the business traveler And,

X

By summer s end, owr Raleigh/ Durbam service
will expand o 125 flights 10 45 cities

Plus, you'l find the extra
benefit of flyingonAmerican—
our A’Acivamage’ travel awards
program. Itsour way of reward-
ing business travelers for all
your travel hours with us. With
AAdvantage, youcanearntravel
bonuses and free trips around
the country; to the Caribbean,
Europe, and the Far East. And,
through September 30, 1987,
we're offering double mileage
creditor 750 miles minimum
(whichever is greater) any-

" whereyou fly from and to RaleighDurbam.
So, now that we've made flying around this

in Raleigh/Durham we intend to continue that . . partofthe country more convenient and more re-

tradition by offering pre-reserved seats and
advance boarding passes when you fly We'll also
be opening an Admirals Club® at our terminal,
providing a place where business travelers can
relax or work between flights.

warding, we invite you to fly American. Maybe it
will help yourbusiness expand as rapidly asours.

For information or reservations, call us at
8344704 in Raleigh or 493-7215 in Durham. Or
call your Travel Agent.

AmericanAirlines

Somelthing special ir the air”

Ndvantage® is 1 regrstered service mark of American Airiines, Inc. Mdvantage program rules, regulstions, travel swards 2nd special offers are subject lo change without notice and subject 10 any applicable foreign trws.
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— i3 made up of stocks of compnnies that
do not meet listing requirementa for any
of the other stock exchanges. For
example, to be listed on the New York
Stock Exchange, a company must meet
several benchmarkas: at least 1.1 million
public shares outstanding, with a market
value of $18 million; net tangible assets
of 318 million; and positive pre-tax
income for the past three years totaling
$6.5 million.

Every exchange has its own listing
requirements. But if a company does not
meet those requirements, it trades on the
dealer market, where brokerage firms
have large inventories of the stock. The
firm determines the price it wants to sell
the stock to customers and the price it
will buy it back. The spreads between the
bid and ask, the markup that the
investment {irm makes, can be a large
percentage of the total investment.

For example, this month, a firm
holding shares of International Design
Group [nc. was quoting 1 cent to sell and
10 cents to buy. “The stock has to go up
tenfold before the customer breaks
even,” Dyson said. Another was Advan.
ced Energy Concepts, which was quoting
1 cent to sell and 4 cents to buy. Another,
Highline Industries: 2 cents to sell, 10
cents to buy.

Tt also 18 common for a few dealers to
be making a market in a penny stock,
“and that introduces problems,” said
Campbell of Duke. “If you're not careful,
you can get the wrong estimate of the
risk of a stock. There're a number of
ways to measure risk, but one of the most
popular ways i8 beta risk. If a stock is
subject to infrequent trading, you can get
very incorrect numbers to measure this
risk.”

A stock’s beta measures how volatile
a stock is compared with the average
fluctuations of other stocks. A stock that
is very volatile will have a high beta; a
low beta means the stock trades in a
smaller range compared with other
stocks.

“The deck is stacked,” Dyson said.
“The odds are against the public makin%
money here. What do they say?
‘Something’s only worth what you can
sell it for.” If you buy something at 15
cents because that’s the ask side, and it’s
10 cents on the bid, you've taken a 33
percent haircut right off the top. And
your broker’s taking it right in between.”

Most of the larger brokerage firms,
such as Merrill Lynch, Dean Witter
Reynolds, Shearson Lehman Brothers
and others, charge about 10 percent for
stocks trading at less than $1 a share.
But these firms shun penny stocks the
way an accountant avoids an audit. “We
don’t encourage people to invest in
low-priced penny stocks,” says Denver
Rawlings, manager of the Durham office
for Smith Barney. “There are four
reasons: lack of adequate research; a
high degree of risk; volatility due to a
lack of a lot of shares; and many of these
issues are not blue skied in North
Carolina.” Blue sky laws govern what
can be sold in the state and what cannot.
If an issue is blue skied in the state, it
can be sold to the investors residing in
that state. :

Stuart-James usually has a 6-cent
gpread, Fruitman said. For a stock
trading at 31 cents a share, a 6-cent
spread would be 19 percent. “We have no
interest in manipulating the price of the
stock because we don't have to
manipulate the price of the stock,” he
said. “If you got a Universal Medical
Buildings as a raw start-up at 50 cents
per share and three years later is doing
$22 million in revenues, that one moves
by itself. You don’t have to do anything
there.”

Milwaukee, Wis.-based Universal
Medical Buildings, which designs, builds,
leases and finances medical buildings
such as clinics, laboratories and hos-
pitals, was one of the first companies




Stuart-James brought public and its
biggest winner to date. After coming
public at 50 cents per share in 1984,
Universal Medical has traded as high as
$6.75 per share and closed at $5.38 per
share on Sept. 4.

Stock exchanges such as the New
York, American and the over the
counter’s National Association of Securities
Dealers Automated Quotation System,
or NASDAQ, offer a fairly equitable
trading atmosphere for stocks, Dyson
said. “Admittedly, there will be times
when we will see some fluff and hype and
hoopla attached to some issues that are
not listed. But through the process of
quarterly reporting, ultimately the real
information is processed and your feet
are held to the fire.”

If many of these penny stocks were
subjected to trading on one of the larger
exchanges, the prices no longer would be
artificially supported and investors
would find themselves holding near
worthless paper, many brokers say.
“Once one of these {penny-stock] issues
gets on a reputable exchange, then
you're dealing with it on an auction
market — a fair market,” Dyson said.

Brokers and financial reporters refer
to First Jersey’s International
Thoroughbred Breeders as a case in
point. Between 1981, when ITB was first
offered to First Jersey clients, and March
1985, before the stock was listed on the
American Stock Exchange, ITB in-
creased from $1 a share to a high of
$11.25, a jump of more than 1,000
percent. After the stock was listed on the
American Stock Exchange at about
$9.25, ITB began a fast descent,
bottoming out at 56 cents a share. *And
that, believe it or not, was one of First
Jersey’s better deals,” Forbes magazine
reported.

Such trading practices are what led
Stuart-James to create a policy that calls
for all new issues the firm brings public
to be listed on the NASDAQ system,
Fruitman said. “The NASDAQ is a more
liquid market. If it's a NASDAQ listed
stock, more information is readily
available, and more market makers are
usually attracted to it. Our objective is to
have as broad and active a market as
possible — not for us to be the dominant
market maker.”

The scrutiny that penny-stock deal-
ers are receiving from the media and
national and state securities agencies
has not deterred Stuart-James, says Eric
Pomeroy, manager of the firm’s Durham
office. Since opening ita doors in 1984,
shareholders’ equity has grown to $18.5
million, retained earnin to $16.7
million and total assets to EEI.S million,
as of fiscal 1987. The firm operates 40
offices nationwide and employs 1,300
brokers.

“As far as the negative things of
other companies, there really isn’t
anything we can do about that,”
Pomeroy said. ‘“The only thing we can do
is try and differ ourselves as much as
possible from those types of companies
and not get involved in those types of
practices.”

Besides the policy of trading only
NASDAQ issues, Fruitman said, Stuart-
James has created several policies to
ensure against underwriting suspect
companies. Fruitman said Stuart-James'
finance department, which is made up of
analysts from Drexel Burnham, Morgan
Stanley and Chase Manhattan Bank,
looks for companies having two criteria:
an operating history and substantial
capital, which previously was invested
in the company.

“The company has to have a product
developed and on the market with
customers we can call on,” Fruitman
said. “For example, the last company we
took public was Celerity Computing [of
San Diegol. They manufacture and sell
high-performance computers. Before we
took thens publit; there was $24 million

invested in the company by Hambercht
and Quist {an investment banking firm °
with a venture capital division handling ~
$600 million), John Hancock and a whole
group of venture capital firms. - st
*“The company does about $8 million °
in revenues. It's a real company with ~

. about 161 systems installed and 94

customers, including Exxon, Ford and
Westinghouse. That is not what most
people believe a penny stock looks like.” .
Celerity was offered at 20 cents a
share. On Sept. 8, it closed at a bid of 31%
cents a share and was asking 37% cents. -
Fruitman said the company soon
would be offering two more issues: Qubix
Graphic Systems Inc., a computer-aided
publishing company based in San Jose,
Calif.; and Sigmatron Nova of Thousand
Qaks, Calif, a manufacturer of flat
display panels for computers. Merrill
Lynch Venture Partners is the lead

investor in Qubix, and T.A. Associates, a
venture capital firm in New York, is the

" lead investor for Sigmatron Nova, he

said. “We act like a venture capital
firm,” Fruitman said. “We have access to
all the same type investments that
venture capitalists have because we deal
with them.”

An official with one of the venture
capital firms that has been associated
with Stuart-James in bringing one of its
companies public said Stuart-James “did
the offering in an ethical, professional
and, we believe, in a totally legal
manner. Legal in the context of saying
what they could do and what they
couldn't do. They delivered the money
they said they would deliver.”

The official, who asked to remain
unidentified, said Stuart-James was not
of the same caliber of a First Jersey
Securities. “They fill the void between

therupper tier of investment bankers but
above the typical penny-stock firm,” the
official said. “A company needing $7
million or less cannot find one of the
larger investment bankers to do the deal.
Stuart-James will do it.”

Of the 28 companies Stuart-James
has recommended since 1984, two have
declared bankruptcy under Chapter 11,
Fruitman said. “And we have a bunch
which are struggling,” he said. “But |
can make a broad statement: Our
investors have well outperformed the
market averages.”

A lot of the performance huas

come from Universal Medical Buildings.
A large portion of the trading volume
that sent Universal Medical stock into
orbit came from other investment firms,
Fruitman said. *Every stock is different,

John Day, Executive Vice President, Carolina Securities Corporation

with you could want.

If we can’t stay in touch with our clients and the
exchanges we deal with in our 19 offices throughout North
Carolina, we might as well go home. Because nothing
happens around here without these phones.

That’s why we got in touch with ATCOM. We simply
wanted the finest equipment available, well designed and
installed, plus a company with the best reputation for
service we could find. With ATCOM, we got all that, plus
some of the most professional and dedicated people to deal

Getting in touch with ATCOM was a good decision.
Because we know they’ll keep us in touch.

“If we're not in touch, we're not in
‘business. That’s why we chose ATCOM.”

Charlotte, NC (704) 522-7200
Greensbaro, NC (919) 854-2932

NC Bll Free (800) 841-8266
Orlando, FL (305) 740-7530
Jacksonville, FL (904) 354-4193

Research Triangle Park, NC (919) 544-5751

Raleigh, NC (919) 832-1345
Winston-Salem, NC (919} 721-1207

_ USA Toll Free (800) 227-3684
Columbia, SC (803) 799-6411
Atianta, GA (404) 523-2483

| 2

We'll keep you in touch.

gusiness Telephone Systems

Trahgle Bhishon {1 Sepieh hbee f4 70 1987 8 ¥



but I think we have a lot of [the volume]
away from us.”

Some of the companies Stuart-James .
has brought public have been bought by

-the largest investment firms in the
nation, Fruitman said. Included on the
shareholder lists of some of the
companies Stuart-James has brought

public are Merrill Lynch, E.F. Hutton, :
Goldman Sachs and Morgan Stanley, he )

said.

Stuart-James keeps a 1E‘)erformance -

record for each stock it has brought
public, but company officials said they
could not release it to Triangle Business
because of the blue sky laws governing
this state. North Carolina is one of 34
states that does not allow investors to be
solicited to buy a new issue. The
company can only be bought by an
investor residing in the state when the
company appears in a financial publica.

tion, such as Standard & Poor's, Pomeroy
said. Since the performance record only

" reports the price the stock was offered to ~
investora, and North Carolina investors

cannot buy the stock at the offering price,
th_adﬁrm'q,record,cannw ot be released, he
' Fruitman “said 'most’ of the com-
panies Stuart-James looks for are not
shell companies but bona fide businesses
that have or could have strong sales and
earnings, His examples: Independent
Air, an airline that last year had $9
million in revenues and $700,000 in
. earnings; and ASA, which had $10
million in revenues in 1985 and $17
million in revenues last year. “Not all of
the stocks have been successful,”
Fruitman said. “We took one public
called Atcor, which was a loser. I think it
came out at 9 or 10 cents a shnre It's
trading at about.a penny now.” = ‘D

4% For investors looking for the big
‘gains and willing to take on the risks of
the penny-stock market, industry analysts
~and governing bodies have offered some
advu:e on how to avoid iavesting in a
" company that is designed to make money
. for the investment firm rather than the
cllent The bottom line to any investing
is to do homework on the firm offering
the stock and on the company being
brought to market. The following is a
.collection of things to lock for if you are

conmdenng investmg in & low-priced

stock:

Using a Dial Page® pager is as simple as using a phone.
r to whoever might
need to reach you-the office, clients or your family.
Then, when you can’t be reached
by phone, all they have to do is
follow these three easy steps:
1. Call your pager number.

Just give your pager n

That's all there is to it. And a Dial Page pager can

cost less than a dollar a day.

So now that you see how simple and inexpensive a
Dial Page pager can be, mail the coupon for more
information on the complete line of pagers from the
number one paging company in the Southeast. Or call
your Raleigh Dial Page office at 821-5567 or

1-800-845-PAGE.

You might want to call-it’s practxce for using your

Dial Page pager. . . o
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2. Enter their phone Company
number. -
3. Hang up. Address
Your pager will
then show you the phone
number of who just called.

§ September. 14-21,.1967. 0. Trangia Busngss - ~ - - .- - .-

- Name

[ Yes, [ want an easy-to-use Dial Page pager.
Please send me more information on your complete
line and what a Dial Page pager can do for me.

State ZipP

Telephone (

)

!
!
l
|
!
!
f
|
|
| City
!
|
|
i
!
|
|-
|
l

821 5567 or 1-800-845-PAGE

The most convenient time to contact me is

DIAL PAGE

- In touch when you want to be.

- 1657 Old Louisburg Road, Raleigh, .NC 27604
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_'Calculatmg the penny-stock flsks

» "Always ask to

i)mapectus said Hugh

terstate Securities. “Take a look at the
balance sheet. Take a look at the
revenues. Are they making any money?
Are there any prospects for them to make
any money? k{ ave they been in any type
growth situation at all? You need to get
information.”

One of the more important items to
check is the firm underwriting the
ofering, Dyson said. “Call the securities
division to see if the underwriters are
registered with us,” said Eugene Cella,
chief enforcement attorney with the
securities division of the N.C. Secrctary
of State's office. “But just because a firm
is licensed to do business in the state,
that does not mean we endorse them.
Licensing means they have met mini-
mum criterin to get a license. They might
have a license to do business, but they
mxght have on-going disciplinary ac-
tions.”

Fred Fruitman, senior vice president -
of corporate finance for Stuart-James,
adds that a potential investor also should
refer to the track record of the firm.
“Look at some of the companies that they
have taken public before,” he said. “You
can get a pretty good idea of whether
they pick winners or losers.”

look at a
Dyson  of

» The longer the company has been
in business, generally the better chance
it hasa of surviving and competing in its
industry, Fruitman said.

» Check the exchange on which the
stock will trade. “Is it strictly a dealer
market, or will it be on the NASDAQ,”
Dyson said. If it is on one of the respected
exchanges, it means the stock will be
more easily sold. “Liquidity is a primary
tenant in investing,” Dyson sdid. “Ask if
you can follow it in the paper, and how
you can get additional information on the
company after the prospectus.”

» Investors should check who or
what companies have invested in the
firm prior to its coming public, Fruitman
said. The companies should be reputable
and respected firms in the investire\g
community. “Is this company capitaliz
with very little money and a bunch of
people with very little to lose or is there
substantial money behind it?” Fruitman
said.

» Try to deal with a firm that has a
local office, Cella said. “If there is a
problem, it is more likely to get
resolved.”

» The backgrounds of the manage-
ment and board of directors can be
helpful, Fruitman said. “Do they have
any real experience, or are theynieo
with just a bunch of ideas who thi
can raise some money through a
penny-stock offering.”

Dyson disagrees, saying the
biographies of management and the
board of directors can be manipulated.

» Check the company's legal
counsel and accountant, Fruitman said.

» Also important are lock-up
agreements, restrictions that bind the
insiders of the company from selling
their stock too soon, Fruitman said. “The
tighter the restrictions, the better the
deal it is for the investor,” he said.

» Ask what'the commissions are up
front and what the expected bid price
will be. A large spread might send up a
red flag, Dyson said. In dealer markets,
the price of the stock is almost always
quoted as net (includes commissions), he
aaid. Q

— Allan Holmes



