Continued from page [

to a company looking for financing its
capital needs. Junk bonds are similar
to stocks, they say, and have recently
received bad press only because of the
allegations of junk-bond manipulation
against the New York-based invest-
ment firm Drexel Burnham Lambert
Inc.

The two major bond-rating agen-
cies refer to junk securities — those
rated BB+ or below by Standard &
Poor’s, or Bal or less by Moody’s
Investors Service — as “‘speculative
grade.” These bonds have been used
n the financial market for about 20 3.7
years, mostly to finance capital
expansion. But recently the bonds
have been used to finance expensive

takeovers. - - Interstate Securities.
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“There just Isn't enough of a greater retu
to that much higher risk,” says Hugh Dyson, manager of the Raleigh office of

Junk-bond observers are cautious
after. Revco’s bankruptcy

filing

: K

rn in junk bonds (o atiract investors

Drexel Burnham Lambert’s junk-bond list

* According to a book released last year by New
York-based investment firm Drexel Burnham Lambert
Inc., 57 Triangle companies with 1986 sales of $25
million or more qualify as non-investment grade
companies, which could be candidates to issue junk bonds
if needed. A

“l disagree very strenuously [to Drexel Burnham’s
listing of non-investment grade companies),” said
Marshall H. “Johnson, president of McDaniel Lewis
Company, a Greensboro-based investment brokerage
firm. “Some of those are quality companies, and they
meet many of the higher bond ratios and standards.”

The Triangle companies on Drexel’s list were:

Athey Products Corporation, Raleigh; Bahlsen of
America Inc., Cary; Blue Cross and Blue Shield of N.C,,
Durham; Britt Group Inc., Durham; Burroughs Wellcome
Company, Research Triangle Park; Capital Ford Inc.,
Raleigh; Capitol Broadcasting Company, Raleigh;
Carolina Components Corporation, Raleigh; Carolina
Golden Products, Durham; Cary Oil. Company, Cary;
CCB Financial Corporation, Durham; Centurion Con-
struction Company Inc., Raleigh: Clancey & Theys
Construction Company, Raleigh; Coggin Pontiac Inc.,
Raleigh; Container Graphics Corporation, Cary; Dillon
Supply Company, Raleigh; and Durham Corporation,
Raleigh. . _. . .

Also Durham County Hospital Corporation, Durham;
Eagle Pontiac:GMC Truck Inc., Raleigh; Electrical
Equipment Company, Raleigh; Exide Electronics Group
Inc., Raleigh; First Citizens Corporation, Raleigh;
Firstcorp Inc., Raleigh; Food Systems Inc., Raleigh; M.M.
Fowler Inc., Durham; Glaxo Inc., RTP: GoodMark Foods
Inc., Raleigh; Gray Inc., Raleigh; Harris Wholesale Inc.,
Raleigh; Helmold Ford Inc., Raleigh; Holiday Imports
Inc., Durham; Investors Management Corporation,
Raleigh; Kenan Transport Company, Chapel Hill; Kerr
Drug Stores Inc., Raleigh; Leith Inc., Raleigh; Lincoln
Developers of Raleigh, Raleigh; McM Corporation,
Raleigh; Bobby Murray Chevrolet Inc., Raleigh; and N.C.
Farm Bureau Mutual Insurance Company, Raleigh.

Also N.C. Equipment Company, Raleigh: N.C.
Memorial Hospital, Chapel Hill; N.C. Mutual Wholesale
Drug, Durham; N.C. Municipal Power Agency, Raleigh;
N.C. Mutual Life Insurance Company, Durham; N.C.
Eastern Municipal Power Agency, Raleigh; Panther
Summit Industries, Raleigh; Pine State Creamery
Company, Raleigh; The Record Bar Inc., Durham: Rex
Hospital, Raleigh; Rogers Oil Company, Raleigh; SAS
Institute Inc., Cary; Al Smith Buick Company, Raleigh;
Star Automobile Inc., Durham; State Employees Credit
Union, Raleigh; Thompson Cadillac Oldsmobile, Raleigh;
Tops Petroleum Corporation, Durham; and Wake County
Hospital Systems, Raleigh. LT ol
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In the August B-15 issue of Triangle Business,
a Pulse item incarrectly reported that Richard
T. Fountain [l was owner of the Battery
Heights apartments, which were foreclosed
on by First Federal Savings and (oan
Association of Raleigh. Fountain, a Raleifh
lawyer, acted as trustee for First Federal in the
foreclosure. The former owners of the
apartments are Clifton Winston, Shirley S.
Winston, Thomas L. Griffis, Arlene Griffis,
Harold E. Feimster, Carolyn £. Feimster, Ernest
Feimster and Joseph N. Rucker, according to
the Wake County Register of Deeds office.
Tnangle Business (1 August 15 - 22, 1938 3
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“Junk bonds are Just another way of
raising money. Sometimes you are
going o win, sometimes you're not,”
says Campbell Harvey, an assistant
professor in finance at Duke's Fugqua
School of Business.

The Triangle 18 much like an
eye of a hurricane for the junk-bond
market: According to one study, no
Triangle-based company has sold
low-grade bonds to finance debt, while
firms in and around the Triad and
Charlotte have combined to sell more
than $2 billion worth of low-grade
bonds between 1977 and 1987.

From January 1977 to March
1987, 48 North Carolina corporations
and their parent firms raised $4.6
billion in junk bonds, according to a
1987 study by the Alliance for Capital
Access, a non-profit, Washington,
D.C.-based trade association formed
two years ago by companies that issue
junk bonds. Almost half of those
companies were based in the Triad
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and Charlotte: The Triad had eght
companies, which sold $1.23 billion of
debt, and Charlotte had 13 companirs,
which issued $865 million. Eden.
based Fieldcrest Cannon Inc. was the
state’s leading issuer of junk bonds,
selling $1.8 billion, or 39 percent of
the state’s total junk-bond financing.

The only company with Triangle
ties to sell junk bonds in those 10
years was Charter Medical, the
Macon, Ga.-based parent company of
Charter Northridge Hospital in North
Raleigh. Charter  Medical, which
issued $260 million worth of junk
bonds, i3 currently undergoing a
management-led leveraged  buyout
that is expected to close this month.
A company spokesperson declined to
say whether junk bonds would be used
to finance the purchase.

The Alliance for Capital Access
considers some areas of North Caro-
lina, if not the Triangle, to have a
high stake in these investments.
“High-yield bonds, wrongly called
junk, have become a critical financing
source for some of the fastest-growing,
most dynamic North Carolina com-
panies,” David K. Aylward, executive
director of the Alliance for Capital
Access, said in a  news release
accompanying last year’'s report. In
addition, he said, 95 corporations
based in other states with operations
and employees in North Carolina
have issued $23.3 billion in junk
bonds since 1977.

Observers aren’t sure why junk
bonds have not fully caught the
attention of Triangle companies or
investors. In April, as part of its
ongoing campaign on behalf of junk
bonds, Drexel Burnham released a
book containing comparisons between
investment-grade and non-investment-
grade companies in North Carolina.
It listed 57 non-investment-grade
firms with annual sales of $25 million
or more in the Triangle, making them
prime candidates, Drexel Burnham
said, for using junk bonds to raise
capital. In comparison, the Triad was
home to 97 such companies.

Among the Triangle companies
on the list were Athey Products
Corporation, a Wake Forest-based
manufacturer of street cleaners;
Bahlsen Inc., a Cary-based manufac-
turer of cookies and snacks; Blue
Cross and Blue Shield, with offices
outside of Chapel Hill; Durham-bhased
CCB Financial Corporation. a bank
holding company; and Burroughs
Wellcome and Glaxo Inc., both based
in Research Triangle Park.

“l disagree very strenuously [to
Drexel Burnham's listing of non-
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