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ABSTRACT

The common stock warrant, a security traded on most
.Bck exchanges, 1s 1ittle known to the investing.public.

This 1s an evaluation of the common stock warrant as an

ﬁﬁestmento This 5tudy briefly describes corporate securi—<
iéé and the role of the common stock warrant.‘ The reasons
qéfporations issue common stock warfants, as well as stocks
éﬁé;bonds, are appralised,

| The reservatlons and restrictions, applicable to

jmﬁon stock warrants;,; by the Secufities and Exchange
mmissioh are consldered. The study diséusses how each
1m¢dn stock warrant issuve confers upon the holder the privi-
jgé_of exchénging them for the common stock of a'company.

Leverage or "trading on the equlty” with the use of

Cémmohsstock warrants and the large prlce swings that are

ppgéible, due to the velatility of the common stock warrant,
lé'presented. An illustratlon demonstrating how warrants

are ‘used in a short sale and hedge operation ls included.

It'}s possible to use the common stock warrant in a variety

b?”security situations and i1t is recommended for lnvestment



CHAPTER I

INTRODUCTION

The corporate form of business may lssue various

;éecufities to obtain funds. These securities include” bonds,
:ﬁtocks, and common stock warrants.

. The major forms of financing are equity funds'énd debt
funds. Bquity is the amount of funds contributed by the
Qners of the business, and debt is the ameunt owed to the

;cfeditors. When it is necessary to borrow funds for a long

*periba of time thg agreement will_ppoyide a prgm;§§:§g pay
iihterest at regular lntervsls and to repay the principle debt
iﬁhen duve. This long-~term debt is reéreseﬁted by a bondrwhich
tis simply a long-term promissary note. Bond issues aré
cusually of substantial sizs. o

| Secured long-term debt: may be classified according to
:ﬁhe priocrity of its 61aims. A senlor mortgage is a mortgage
'witb prior claims on assets and earnings.

| Unsécured bonds are debentures and provide no lien on

xspecific property. Debenture holders are therefore gensral

:ppeditors whose claim is protected by property not otherwise

i 1J Fred Weston, Managerlal Finance, {New York: .‘Holt,
TR}nehart and Winstcn), pe351, '

2Ibid., 35k
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Conveptible.bonds issued by some corporations are
exchangeable for common stock ét thg-option of-thé holder.
The'convertiblerfeature permité the investor to hedge
'against a boom and‘inflation or in the event of a business
cdllapse he has the protectica of a senior sedurity.

Corporations golng through reorganizations may issue

inééme and adjusfment bonds which generally pay interest oﬁly
.f? income is actually earned by the ccmpany. While interest
' is not a fixed charge the pfincipal_must be paid when due.
Bonds have prilority in earnings and in liquidation, a definite
maturity, as well as’ the holder receiving-a fiked income.
Bond holders do not participate inlany superlor earnlngs of
fhe company nor do they have the fight to vete.
| Equlty funds are represented by the lnvestment in
preferred and common stock securlties. Unless otherwise
speclified, preferred and commen stocks possess the same
rights and privileges. The ternm “prefefred" or "preference®
éonnotes a superlor status with reapecit to priority in the
receipt_of dividends or of particlpation from assets in caée
of dissolution or both. Stock which is preferred as to
d}vidends is entitled in each year to recelve its share
before the common stock can recelve any dividends, although
there is no guarantee elther stock willl receive ény dividends.
A wafrant i1s issued by corporatlions énd is an integral
part bf the caplitaligaticn of a company. Warranfs are options
to buy a stated numbeﬁ of shares of common stock. While all

warrants asre convertible into common stock, at or before a

-
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certain time and a stipulated pricé with an sadditional payment
of money similar to some convertible bonds, they are referred
to as belng “exerCLsable“ rather than “convertible®

A common stock warrant is someﬁlmes confused with the
ﬁéading used on subscription rights. “Waryant“ is the name
vsed to head the certificate which identifies a subscription
right.l A company wishlhg +to issue new or additional
sécurities often gives its stockholders an opportunity to buy
these securities in proportion to thelr present holdings
before the public offéring is made. Under these conditions-
%he company iésues sﬁbscription rights to its stockholders.
If the stockholder chooses not to eiéf&isélhis rights to

A_buy addltlonal } securities, he simply asks hlS broker to sell

the rights for him. These rights will be traded in the

;“ﬁérket guring thelr. stipulated life.

| Common stock warrants provide for the purchase of a
stated type of common sﬁéék from the corporatlon issuing the
fwarrant. Warrants dlffer as to the number of shares or
?fractional shares of stock which can be purchased. The
}éhrchase price of each share of stock is indicated and may
'ﬁary as tlme progresses. The length of life of warrants is
:beclfied. They may be perpetual (as long as the corporation
J?%'ln existence), or for a specific number of fears, or as
-éﬁg as any of the purchasable security is Qutstanding.

he longer the term of the warrant, the greater is its wvalue

_ 1
L Poyntz Tyler, Securities, Exchanges and the SEC
_New York' The H. W. Wilson Company), p. Lle
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to the investor. Only after the.exchange-of warrants for
rcommon stock does the investor haﬁe a say in the management
of the corporation. Warrants do not entitie the investor
to dividends nor any other ownership privileges including
tﬂe right to vote, right to inspect the corborate books,
of the right to shareﬂresiduél assets upon dissclutione.
| It is_possible to have Warrants in any df the féllowing
categories: (1) fixed price~nc time limit, (2) fixed price;
as long as steock is outstanding, (3) fixed price-limited
number of years, (L) fixed price-decreasing number of shares
depending on time of exercise, (5) increasing price-depending
on number of warrants axercised.l Some wWarrants ére made
redeemable since their exercis¢ might effect a change in the
control of thé corporatidn, when the éontrol of the corpo-
ration is closely contested. Recent proxy cohtests lndicate

this possibility.

Table 1 is an illustration of varicus warrant conditions.
The following method is used tc determine if a warrant is

selling at a premivm. The recent closing price of the

Alleghany Corp. Wwarrant was $8 and the exercise price per
share is $3.75. The purchase price of the warrant is %8, the
warrant plus the $3.75 exercise price totals $11.75. This

Is twenty-filve cents or ¥ for the warrant premium. This
small premium indlcates lnvestors dec not expect the stock

to move up in price.

1Gilbert Harcld, Corporation Finance (3 rd ed. rev.;
New York: Barnes and Noble, Inc., 1956}, p.119,
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o TABLE 1

»

SOME WARRANTS FOR COMMON STOCK PURCHASE"

! T !
'

3N6. Coma b?rice Per% Warrants Recent Price Warrant

Shares - Share f Expire Warrant Stock Premlum
Alleghany Corporationesees L = $3.75 j Perpetual 8 115 =
Atlas CorporatiofNeescesces 1 6.25 ;- Perpetual | 1 2 5%
General ACCEPLANCOseesssas 1 20 - Nov. 1, ‘69 5 20 5
Hilton HotelSeeerieosnosaons ;1 - Ché ; Oct..15, f?l 7T 16 25
Martln Mariettoeesseesssos 2073 1he65 | Nov, 1, '68 20 21 7.67
Paciflc PetroleumSecsecs oo 1.1 .19 o ‘Mar. 31, '68 6 11 | 11,90

~TPri-Continental COrDessess 1;27 17.76 | Perpetual L1 50

i

c Number of shares on which warrant has 2 call. PAmerlican Stock Exchange.
Also 5 share of Hllton Int'l. :

“Source: "Stock Warrants; Medla for Speculators,” Financial World, April 1l,
1965, p. 11. -
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Information on common stock warrants with the exception

jflof price quotations is not readily available and 1s at times
difficult to obtain. Merrill Lynch, Plerce, Fenner and Smith

::pegularly publish information on stocks and bonds but do not

: mention warpants.l They have such information and will, on
request, give it to an lnvestcr. They 1lst and publish data

.on the various other securities of corporaticns who have

“; warrants outstanding.

| Thé warrant falls under the Sechrities Act of'l933 and.
';the Securities Exchange Act of 193k4. |

The Security and Exchange Commission has developed

"~ a prototype of an ideal corporate charter. However, 1t
.'applies only to.companies subject.to the Publlic Utllities

i Holding Company Act. All electric and gas companles under
f;SEC jurisdiction have to issue elearly defined securities.,
i.A bond must be a bond, a common stock a common stocke
;_Income bonds--a bond whose interest Ls payable only when

E earned--have not been permitted. Common stocks must have

a vote. Non-voting or levered voting Stocks, which grant

i disproportionate power to ihsiders, are forbidden. These-

g stipulations are sufficient tc illustrate the next point.

; The SEC alsc has opposed the lssuance of warrants to purchase
f-common stock. They feel Warranﬁs constitute a prospectlve
;:dilution of earnlng power. .warrant holders can convert into

?.common stock at will, elther to collect increased dividends

o lMerrill Lynch, Pilerce, Fenner and Smith, Security
- and Industrial Survey, (New York: Becurities Ressarch
- Division, December, 1G66) . :
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.~ or to dump stock on the market at high prices. In elther
casé this 1s not advantagéous to the small'unwary:shéreholdar
The Natlonal Assoclatlion of Becurities Administratoré has
twlce studied warrants and detsrmined they were not satis=.z
~factory since theg do not fall into the catagory of being

clearly deflned securities.l

lJoseph A. Livingstbn, The American Stockbroker
{Philadelphia and New York: J. B. Lippincott Company,
1958), p. 207,




CEAPTER IX
REASON FOR ISSUE COF WARRANTS

Warrants origlnally were devised to give a particlpating
privilege to bond and preferred share holders in common
shares.l They are issued and used for compensating under-

writers, promoters, and company executives,

Warrants were used in the corporate reorganization of
" the Alleghany GCorporation. ~In the 1920's the Van Sweringen
_ brothers created a glant holding company with a total of

. $1.5 billion in 85508 .2

Then came a market crash, and by -
1-193? the Van Sweringehs lost coontrol to Allan P. Kirby and
H'the late Robert R. Young. Alleghany's commén stock was $25
Tunder water™, l.e., the dialms of its bond and preferred |
f'holders, includiﬁg back dividehds; exceeded its net assets

. by $25 per sharerof common stock. In 1952 the extensive back
: dividendrcléims of preferred‘holders were elimlnated by o
 offering them a bond in exchange. With each bond was Included
5ftwenty warrants. This origlnated 1,092,000 Allegbany'common W

L stock for $3.75 a share., The warrants have no explration

date. )

; '1James Clarence Coe, Common Stocks for Investor ang
- Trades (1lst eds.; New York: Vantage Press, 1961), p. L5,

: E"Warrants; Hope for Salse", Forbes, January 15, 196l,
pPp.l2-13, )
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Warrants are created through Mergers.l Whenu
{éymingtoanould and Wayne Pump merged,-warrants were created.

n this manner. They were issued to stockholders of the
;gell-oot company aé a Ysuweetner™ to make the merger terms
;more:éttraotive.

.. In the soeculative fever of 1960-~1962 a prime example

bof how wWwarrants came into being and thelr power-was 1lllustrated
)y BBM Photocopy. This small firm was underwritten by the

2 ps part of lts contract,

‘brokerage of M.;/A. Lomasney and Co.
:ﬁ; A. Lomasney and Cos was granted 20 000 warrants at one cent
;éch, the warrant exerclsable at $3. M. A. Lomasney and Co.

- hen vnderwrote 100,000 shares of BBM at $3 a share, receiving
:hgugsua} commission. This meant that BBM Photocopy Corp.
ecelved less than $280,000 for its shareso Within a short
iime BBM-was selling for $L0 a share, which gave the warrants
f;valué of around $800,000. ' |

. Another reascn for the issuénce of warrants is to
1ounforact inflationary tendencies,’ The types of corpo-

;éte bonds available aro convertible bond and bonds carryling |

ipock purchase wWarrants, the convertlble bond can be exchanged

}or a specified number of shares of stock with or without the-

. lwstock Warrants; for the Sophisticate,™ Financial
¥orld, Novemver 11, 196L, p. 10.

o “Robert Sobel, The Big Board: A History of the New York
*Stock Market (New York: The Free Press, 1965), p. 363.

3Robert U. Cooper, Investments for Professional People
‘New York: The Macmillan Company, 1951), pp. 179~-180,
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payment of additlonal money. Bonds with attached warrants

@grmit the holder toc purchase a glven number of sba:és of
stock at a stated price.

From the standpoint of the corporatioh there are three
Ehief advantages in the lssue of these two types of bonds:
il} They attract speculative capital, normally not ihtergsted
ﬁﬁ bonds, and thereby facillitate the flotation of the issue
at é relatively low interest rate. Therefore, scme, though
ﬁéw, investors realize that since the price ¢f the security

cdrrying the warrant 1s higher than it probably would have

een Without the warrant, they are in reallty making a deun-

péyment on the purchasable stock which they may or may not

gémetime buy. In other words they are buying an option, and

part of the price of the security to which it is atiached is
ﬁe cost of the option.

| (2) Any subsequent conversion of the bonds into stocks
ééults in a proporticnal reduction in the corporation's fixed

bﬁarges. {3) Such conversion increases the proportica of

-GQuity capital to borrowed capital which 1s generally

dhsidered a desirable change In capital structure.

11big., p.180.



CHAPTER TII

LEVERAGE AND PRICE RANGE

Doing business on borrowed capltal is known as "trading
;og the equity"s Trading on the equity, however, lncludes all
orms of doing business with funds {or propertles) cbtained

n contracts calling for limited payments to those who_
upplled the funds, with the expectation of causxng the funds

produce a larger revenue than called for by the limited

: 1
ayments. The same idea applies whern an individual Ls

Sing leverage. A small amount of capital is used to do the

gfk of a much larger amount. Margin is an exémple of
:éferage where the broker's money is used ﬁc make a larger
éfit. If 100 shares of a $100 stock on 50 per cent margln
_Efe purchased, half of the total cost‘of'$10,000 weuld be

ﬁ up by the purchaser and half would be borrowed from the
r;ker. If the stock moves vp 10 per cent to $110, the price
ée 1s 10 per cent but the profit is 20 per cent based on
“hg_investors actual investment of $5000. The Lnvester has

2

6{3 money working for him than he is actually iunvesting.

héfusé of leverage does not guarantee a profit. It permits

lGilbert Harold, Corporation Finance {(3rd ed. rev.;
_sw York‘ Barnes and Noble, lnc, 19560), p.38.

2David Jenkins, The Power ¢f Leverags (Larchmont;
York: Investors Intelligence, 1960}, p«3o

11
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igher pfofit to be made ﬁith a specific amount of money.
TH$wever if the stock price decreased to $90 this wﬁuld bé a
fice loss of 10 per cent but an investor loss of 20 per cent
_($5000—$1000). The concept of leverage should only be at-

empted after all basic princliples of investment have been

¥

: appl ie d a R
: Generally warrants are purchased because of the lever-

ge factor. McCrory Corporation warrants sold at $2. and

ve the right to buy one common share at $20 when the market

pice was @10. At these prices, the warrants command a $12

remium. However, if the McCrory common should rise 200 per

eﬁt to $30, then the warrants should rise in pricé at least

'bider the right to purchase a $30 stock for $20.l This is
mathematical determination, and if the warrants scld for
$$pthan $10 inveéfors would buy\them,.exercise the option,
"nd}s@ll the common stock for a profit.‘

Ab actual Illustration of leverége in actlione. in 1@56

§@§ral Tire and Rubber Corporation warrants selling at $L.50

titled the holder toc buy the common at $70. The market
léé was $50, Approximstely a year later the common had
sen 100 per cent, the warrants 767 per cent to $39.2

The number of shares which can be purchased with each

Iarrants s Hope for Salé“, Forbes, January 15, 196,

ve times and sell for at least $10. The warranfs'give~the~m~~~ -
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arrant 1s an lmportant factor in warrant leverage. Most

ngrants are lssued so they can be converted to one share of
gﬁbck. Many ﬁarrants have been adjusted for stock splits and
tock leldendS resuTtlng in increased leverage. As a result

warrants with multi-share exercise. rights, in addition to

theirvbasic leverage, are highly volatile and can provide
large moves in either directlcn. .

-An example of high leverage in multi-share privilege
warrants is visible in Martin Marletta warrants--exerclsable
t the rate of 2.73 shares of common stock at a totél-price
of $45 for the package of 2.73 shares to Nov.-i, 196801 On
the upside the warrants will move apéroximately 2.73 points
for gvery one poant rise in the ccmmon stock.

The price movement of the common stock is refleﬁted in
fhe price of the warrants. To use a simple analogy, if there

existed and opticn on a pilece of property which gave the right

to buy;that property for $5000, and‘the*op%éjn could be sold
at will, then the value of the‘option WOulaﬁbe determined by -
the current value of the property. If there were buyers
willing to pay $10,000 for the property, the option weould be
worth at least #5000, If it were expected that in a few moré
Years tne valuve of the property would go ub, the wvalue cf the
:option would be greater than $5000. This value abbve $5000

'iis a premium,

If the current market value of the property was $1000

1Edwin R. Breltman, Sophlsticated Approach to Stock
Market Profits (Los Angeles, California: The Author, 196l4),
Pe 17 '
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-~ ;ption to buj it a $5000 would be\worth much less than
:Ee previous situation. Yet, the possibility that at
:mé;future time the property value may go up wouldlgiva a

fﬁin-value called a premium to the option.

This premium determines the market price of the warrant.
émount of the premium is determined by seve?g}_?ggﬁors,
the warrant Ls perpetual it will bhave a higher premium
jﬂ1one that expires neit week. The price of the common
'k.relat;ve to the exercise price is important. Even

,ugh the stock'bricé is far below fbe exercise pribe, the

éﬁt st111 has value and as the stpck'price rises toward

_eiercise price the warrant price will also rise. If the

k- rises far above the exercise price, however the ad-

_taée of buying the warrant over buying the stock beglns

=dmééppear, the premium will decrease, and, 1f the stock
:QQfCOntinues to rise, will vanish altogether.

Table 2 is used to illustrate the many different

:Sﬁrates a large premium for a stock selling well below

ieXercise price. There are several stocks selling well




Alleghany Corp.
Atlas Corpe.

Martlin
Marietta

"~ MeCrory Corp,

Pacliflc _
Patroleums
Ltd.

Sperry Rand

Recent
Warrant

1 3/8

21 7/8

[\
=

Bangé .
1963-6L"

9 5/8-6

1 3/ 18

29 5/8-i7 3/

5%

8 5/8-5 5/8

10 3/8-?6 5/8

10

-17/8

Recent Range

Stock

W=

20

11

11

.196346u

?erms

13 -9 1/8 $3.75

3 342 1/8

éz 5/8-18

17 3/4-9 /8

ihE  =10%

20 1/8 22 3/8-12 7/8

6.25

2.73 shs @ tot.
$L5 to 11/68

$20 to 3/76

$19 to 3/68

1L.08 shs @ %tote

of $28 to 9/67

Current
Premium
I"inal
Explratlon

& 0.25

perpetual
lLe37

perpetual

11,50

1968 e
11 050 "

1976

_1h.00

1968
ly.37

1907

' *Jources
' .

"Werprants: Hope for Sale,® Forbes, January 15, 1964, ppe 12«13,



CHAPTER_IV

SHORT SELLING, HEDGING, DILUTION, AND CONVERSION

The short sale l1s an unusual procedure in that the

%andard ocrder of actions is reversed. In the usual trans-
ctlon a purchase is made and then a sale ls made. 1In the
hort sale, the sale is made first and then the purchase is
;de. Iﬁ a short sale an individual sells stcck he does not
_Hn in the hope that he may be able teo purcbase it at a
ower price in the future. Exchange rules require dellverj

y a spécified time and the broker bf the short seller may

gnd stock 6r; if he does not have it, he may borrow 1t from
nother broker so dellvery can be'madé.

Short selling 1is also done for hedging purposes, This
ﬁ@puﬁ into action when a stockholder has a larger hclding
ﬁffstock and fears a market decline. He prefers to hedge'
aﬁher than trust his judgment. He therefore sells short

he amocunt of stock he owns. If the market does fgll, his
aln oh the short sale will offset his loss on bié long po-
ition. If the market goes up, his gain on the long position
:iil offset his loss on the short position;l _

L How do investors get top profits whlle protectling tﬁeir

:“ﬁital? A small group known as the "™hedge funds" are

: lGeorge L. Leffler, The Stock Markei, revised by
oring C. Farewell (New York: The Rcnalid Press Company,

63), p lL]_

16 | ’ o



17

sdéﬁing to short selling es part of an over—allhstrafegy
:ét top profits and protect thelr capital. .They are using
vé}age to get profits and the hedge to protect capital.

ge funds operate by being either long or short and how
-ggfeSSLve they are varies with the fund. The prlmary Lntent
;to create capltal galns uslng leverage and selling short
?.offset some long postlonse | .
Warrants, as well as any other security selling on the
ket, can go down as weil as up. Warrants are generally a
lfly low cost securlty and 1nvestors see the potestlal for

'aking money, due Lo stock rises, but do not seem to reellze

hst if the stock goes down 1t is pessible to lose. The fact
st it has a low price causes them to forget their caution.

hs author demonstrated in Chapter III the possibility of a

f]the common stock fell 50 per cenht the warrant would
robably 'fall 50 per cent also, However, if the warraot'did
“.down to $1 the investor has a loss.of 50 per cent of his
unds, The risk is large in a volatile security. Therefore;
o increase the safetly margin and reduce risk thereby allowing
flarger proportion of available capital to be otilized in
srrants, one could seli the common short as a hedge agalnst
58 long position of the warrants. |

The McCrory-wafrants and common stock from Chapter III

fe utilized for this illustration. The warrants are priced

lvpunds That Use Short-Sale Tactlcs,“ Business Week,
Prll 2, 1966 po 108,
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éé %2, the common at $10, and the followihg transations

:fe completed:

3811 100 shares of McCrory common short - cost $1000
”Buy 500 shares of McCrory warrants' cost _1000
' Total Investment $2000

: The market goes down, for the lllustratlon and the

compmion geoes to $5 a share. Tbe warrant wenb down 50 per cent

;;and is now selllng for $1.

'f1@0 shares of MeCrory common short profit § 500

{;500 warrants of McCrory long ‘loss “500
Profit and loss 000

If the common goes down to $2.50 the warrant could be

:'expected to gb to $0.50.

profit $ 250

250

000

100 shares of McCrory common shord

: 500 warrants of MeCrory long loss
| Profit and loss
The figures may pot work out ﬁhis close but these are
feasonable éstimates; énd'demonstrate that any loss wouid be
relatively small. ’

Assume the common stock goes up to $30 and the Warrgnt

to $10,

100 shares of McCrory common short

30x100 value  $3000

500 warrants of McCrory long
500x10 value 5000
| Profit $2000

The safety of funds provided by hedge were the markst
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bfgo dowWn was absolute. This permitted a profit to be made
'ﬁ;a rising market. If the investor would assume éome risk
:ﬁ.the downside his profit éould be'higher. |

When analyzing a security 1t ié an excellent idea to
étermine if the ﬁarrant is protected agaihst dilution. The
6ssibility of dilution arises from stock splits, stock diviw
ends, ahd mergers., As anb illusﬁratibn the Armour Corporation
éd warrants outstanding vuntil 196u°_ The warrants were noi
ﬁlly protected against diluflon and the Armour Corporation

1d two 10 per cent stock dividends and did not adjust the
érrants; A warrant would have been exercisable-into 1.21
bares of common per warrant instead of the one fcr one basis
nprotected. This, as stated previously, affects the leverage
:gctor.of the warrants.l |

The-expiration dates of warrants must be watched. When
larrants havg a long 1life ahead of them there is no reascn to
?nvert if they are selling for a premiuvm and 1t would be
beaper to buy the common stock., The warrant ls only used

gr capltal appreciatlopn. When the expiration date is dfawing
iéar and the commen stock is selling for less than the

Xercise price the warrant value can only go down untill It
:#pires. The warrants, of course, would not be exercised.

-ﬁ the case of warrants whose common stock 1s trading above
:xercise price, thus givipg the Warrants a baslc value, any

remiym will tend to shrink and then vanlish as expiration

1Edwin'R. Breitman, Scphisticated Approach to Stcck
Market Profits (Los Angeles, California: The Author, 1906),
-:'??n ’ '
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In either case the expiratlcon date must

ate_apprcaches.
e watched closely.




CHAPTER V

CONCLUSIONS AND-HECOMMENDATIONS

' The common stock warrant is part of the capital
ture of corporaticns. They are used, as are bonds and

ts, to raise mopey for the company. In additlon they are

have been used in reorganizations.

:The_SEC restrictions against the issue of commonrstock
_ﬁts apply ﬁo gas and electric companles of Interstate
porations., They have not accgpted other secdrities sﬁcb
Lﬁeome or convertible bonds.

:Common stock warrants may turn in a spectacular per-
_ace. To share in the performance will require a great
,§f effort. Preparation requlres a knowledge of the

ke? and how it operéteé-and the abllity and willingness
a#e an exhaustiﬁe study of each warrant in which a

iﬁle investment situation exists. Actually the per-~ -
ahce of the common stock causes the warrant to move.

e e?ore, above everything eise the common stock must be in
{éfactorj situatibn. All possible methods of investiment,
: etc., should be examined for the best possible way to

“this specific situvattion.
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_m;anies having penny warrants which look hopeless. There

s no way to predict that the warrants of these companles

will ever be of value.

“The volatility of common stock warrants make them a
pegulative gecurltyo It is recommended that prior to
véstment a thorough study be made of the partidular |

poration.
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