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Mistakes Commonly 
Made By Investors 

In selecting mutual or closed- 
end funds you are usually looking 
for long-term compound annual 
returns on your investments. But 
to stay with funds which perform 
at or below market averages, often 
with a loss, hoping to recover 
your investment is unwise; if you 
are earning lower rates of return, 
it may be because you are making 
the same mistakes common to 
many investors. In some cases, by 
avoiding these, a loss can be 
turned into a gain. Here is a sum- 
mary with an explanation as to 
why investors often fail to make 
high returns. Investing is a disci- 
pline with rules to be followed in 
order to succeed. 

1.)Setting your investment 
return expectations too high. 
Over the past 65 years, common 

stocks have returned an average 
of 12% annually. The average 
fund portfolio holding common 
stocks can be expected to bring a 
similar return. But the Bull Mar- 
ket of the 1980's has given the 
average investor distorted return 
expectations. Even accounting for 
the October, 1987 crash, common 
stocks have returned an average 
of 17.7% per year; in three years 
out of the last six, they have 
returned more than 21%. 

As a result, many advisors and 

mutual funds have advertised 
astronomical performance num- 
bers. These numbers often are for 
short periods and may represent 

strategies taking significant risk. 
What is going to happen in slower 
growth markets now this boom 
appears to be over? 
As we pointed out in the risk tol- 

erance essay, the pursuit of greater 
returns includes the assumption of 
higher risks with the possibilities 
of loss. Therefore, the investor 
who wants a return of 20% or 
more may have to assume such a 
degree of risk that his expectation 
may be far short of reality. 
Remember the goal of investing 

is not to get rich overnight, but to 
obtain reasonable consistent com- 
pound returns. Secondly, pick a 
fund with a good long term record, 
rather than last quarter's hot per- 
former. By following this 
approach, you should do very well. 

2. Investing without knowing 
the fund's objectives. 
Before you turn over your mon- 

ey to an investment advisor, you 
need to find out how he will man- 
age the portfolio. Yet many indi- 
viduals do not bother to do this: 
they just plunge in. 

The first step is to look at the 
prospectus or annual report to 
determine the objectives. Do they 
agree with those you have set for 
your portfolio? If not, the fund is 
not for you. Secondly, look at the 
portfolio to see if these are the 
type of stocks you would buy 
yourself. Finally, and most impor- 
tant, what are the year-by-vear 
historical annual returns as com- 
pared with the S & P 500 index? 
Pay particular attention to the 
swings in the return compared to 
the return of the index; the more 

violent the swing the higher the 
risk. If the deviation is too high 
and you can stand the swing, it is 
an acceptable investment; if not, 
find a more conservative fund. 
(TO BE CONTINUED NEXT MONTH) 

The Adams Express 
Company: A Fund 
For Total Return 

Investors 

Adams Express Co.(ADX- 
NYSE-15 1/4 ) of Baltimore was 
founded in 1929; the original com- 
pany of the same name was orga- 
nized in 1854. Its principle objec- 
tive is preservation of capital with 
reasonable income from invest- 
ments and, in addition, an opportu- 
nity for capital appreciation. It is a 
conservative total-return fund with 
assets of $449 million at the end of 
the first quarter. 

The investment approach for 
1988 is in "an economy whose 
strength has passed from the con- 
sumer to the industrial sector. This 
is characteristic of the later phases 
of the business cycle." ADX is 
therefore emphasizing non-cycli- 
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cal stocks as well as large posi- 
tions in interest-sensitive issues. 
Anticipating the possibility of a 
recession, the fund admits it may 
lag the market for a while, but 
points out these stocks should pro- 
tect shareholders' capital in the 
event of a recession. 
The largest holdings of the fund 

are blue chips such as IBM, Gen- 
eral Electric, McDonalds and Pep- 
sico. It also owns a 9.2% interest 
in Petroleum and Resources Cor- 
poration, a closed-end fund under 
the same management. The out- 
look for energy prices, ADX pre- 
dicts, is for short-term weakness 
but over the next three or four 
years it sees that tightened sup- 
plies of crude oil will bring higher 
prices and therefore higher profits 
for efficient producers. 

Investment income in 1987 was 
$0.78 while capital gains distribu- 
tions were $2.66 for a total return 
of $3.44 per share; this compares 
with distributions of $4.43 in 1986 
and $1.92 in 1985. 

At the end of the first quarter, 
the net assets per share of the fund 
after adjusting for the capital gains 
distribution paid in 1988($.12) 
was up 6.0% ($16.77 vs.$15.92). 
This compares with increases of 
2.5% and 4.8% respectively for 
the Dow and the S&P index. 

There is an automatic dividend 
reinvestment plan so stockholders 
may choose to receive all their 
dividends and capital gains distri- 
butions in stock. 

Adams Express has a low 
expense ratio, averaging .5% for 
the past ten years; it is trading at a 
discount of 6.38% to a net asset 
value of $16.29 per share. ADX 
has not been repurchasing its 
shares in recent years because of 
the narrow discount; it will do so 
when the discount is 10% or 
more.We therefore recommend 
Adams Express for the conserva- 
tive investor interested in total 
return and especially for the 
investment of retirement 
funds.For more information or 
reports, call (301) 752-5900. 
George Cale Scott ownes somo Adums Express i bis Retiremeat 
Portalion 
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ICI Meets in 
Washington 

As the annual meeting of the 
Investment Company Institute 
(ICI), attended by over 1100 exec- 

utives from the industry, opened in 
Washington on May 17, one thun- 
derstorm after another hit the city 
while inside members of the open- 
and closed-end fund industry were 
meeting for the first time since the 
stock market took its historic slide. 
The unsettled conditions of the 
securities market since has created 
an even greater need for "profes- 
sional guidance, diversification, 
and liquidity"for investors. 
The meeting opened with Sena- 

tor Donald Riegel(D-Mich.), soon 
expected to head the Senate Bank- 
ing Committee, telling us "things 
look pretty good" and "we're 
going to ride this out."; he expects 
little action on the market's prob- 
lems which surfaced in the Octo- 
ber debacle. 

Underlying all this talk was 
another week of a declining mar- 
ket, slow sales for mutual funds 
and concerns about higher interest 
rates. But ICI Chairman Richard 
Reilly, speaking about mutual 
fund sales, noted that sales of 
closed-end funds (new issues) 
were up significantly for the first 
quarter of 1988($6.5 billion vs. 
$2.7 billion for 1987). 
As investors we are affected by 

these events, but our question at 
this conference now turns to how 
the closed-end fund industry fits 
into the ICI. We differ from the 
open-end fund industry; and are 
less concerned about sales than by 
the regulatory issues. 

The closed-end group was part 
of the ICI from its founding until 
1961 when it became clear that 
we had too many differences. So 
our own organization was formed 
to better meet our needs. Closed- 
end funds went out of favor for 
many years until the recent Bull 
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Market brought many new issues 
public and country funds 
appeared. The ICI once again 
became important to us as well as 
to the open-end fund industry. 

So, in October, the "Publicly 
Traded Funds" group rejoined the 
ICI Closed-end fund committees 
have been formed to deal with 
issues affecting us and in time, we 
can be more active participants. 
At this conference there was a 
small turnout, but we hope for a 

stronger presence next year. 
There was a well-attended 

closed-end fund breakfast. Repre- 
sented were Adams Express, 
Claremont Capital, General Amer- 
ican Investors, Liberty All-Star, 
Merrill Lynch (Convertible Hold- 
ings), Niagara Shares and Source 
Capital plus open-end fund mem- 
bers interested in us. 
We hope this interest will be 

expanded next year to include 
panel discussions from members 
of our industry. C. Richard Pogue, 
Senior Vice President of the ICI, 
welcomed us back, saying: 

"We're glad to have the closed- 
end funds rejoin the Institute, so 
we can serve as a forum for the 
entire range of legislative and reg- 
ulatory issues affecting all of us." 

Baker Fentress Co.: 

A Growth Fund 

Baker Fentress(BKFR-OTC,40), 

located in Chicago is a closed-end 
investment company founded in 
1891 as Lyon, Gary & Co. It 

changed its name to Baker, Fen- 

tress in 1920 and became a 
closed-end investment company in 
1970. Its net assets on March 31 
were $455 million. 

The company does not attempt 
to reduce risk by diversifying its 
investments; it invests primarily 
for capital appreciation and for 
income consistent with capital 
appreciation. 
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CLOSED-END BOND FUND 
Following are shares of closed-end (fixed number of outstanding shares) investment companies with diversivied portfolios of bonds. Shown s the 

unaudited net asset value (NAV) of each company’s shares as of May 20, 1988. 

NA  Sek % D % NA  Sek % Din % 
Sm. Ve Price Dt  Paid YW §m Vhe Price  Dif.  Paid Y. 

ACM Gov e ACG 1088 1%+ ST $126 1095 Put Mt Ine PM a9 9% o+ 01z 1z 
ACMGSF GF 1019 1L+ 19 $I126 1145 PutMstr Int PMT 931 10 + 74 SLIO 1100 
AMEV Secs AMV 1044 104+ 06 $L08 1028 PunamPremicr  PPT 4887 9% + 57§14 1206 
AmCapBd ACB b20%0 2% - 01 $20 1053 Stae M Sec SMS 1089 10 - 01 $120 1103 
Am Cap Ine ACD 920 104+ 101 oz 2z Trans AmIne T 290 2%+ 84 248 1044 
AmGovliFd  AGF Mo o+ 21 2 2 USLife UFF 921 $% - 50 $0%2 1031 
Bunker Hil BHL 1762 16k - 42 SLT6 1043 Vestaur Sec VES B3 1% - 46 13 96 
CircleIne oNS R R% o+ U 7z . 
CNATne O ILIL 1K+ 01 SI24 LIS Convertible Bond Funds 
oot oc T - Lo NalCV LNV 1348 1% - 123 S091 74 

o9 Jn bl S sel PutCv& Bd PCF 4830 8 - 36 2 2 Drexel Bd DBF 1900 19% + 27 SIS 947 " : 
Excelsor ES  ¢169 IS - 73 SIR2 840 International Bond Funds 
FhostIncome FBF 874 8% o+ 01 S090 1029 
FBSirategic FBI e 12 o+ 15z 2 Fet AusirPr IAF 1054 9% - 134 S028 306 
Ft Dear Inc FID 1429 14% + 06 SI36 946 Glb Govt Gov 952 9%+ 37 SI20 1215 
Hateras HAT 1594 ISUs - 04 SIS6 982 Globl Yd Fnd POY 1018 9% - 42 SIS 1107 
Hilne AdvTr YLD 00 W+ 52 SI20 1230 KnBensnAus ~ KBA 1130 107 - 3§ $159 146 
Hi Yid Inc Fnd HYI 947 9% - 10 SLIT 1248 Templeton Global GIM 937 10% + 81 §1.02 1007 

Yid Plus HYP 9025 9%+ 68 LI 1124 .. 
iggAhlm s 1794 17 - 52 Sl 988 Municipal Bond Funds 
Tnd Sqsis IS 1635 16% o+ 24 S054 32 Al Muni ADC 005 W0 - 0B W7 7E 
aieeenp C8 1y Al 4 10 200 Col Muni CMU B8 9% + S6 S079 190 J Hancock Sec s 1S3 156 - 13 SLS¢ 1018 DSt LEO e 
) Hancock Inv H 071 W% + 02 $213 1026 MPSMuile  MPM 5% 9% + 33 $0% 500 
KeoperBitloe, . KHL, 1109 .0k % 93 2 @ Muni Insured MIF 961 Ph o+ 02 5062 644 Lincoln Natl IND . 223 25 - 82 23 948 NYTEL i uT w4 - 33 6T T 
MEFS Gov Inc MGF 918 10 + 89 SLIS 1180 Nioerlic o i S Rl 
MFSIc&Opp  MFO 972 104 + 55 $120 1170 N e Ca Mt Gig . 0 ¢ 46 o e 
MESIwlocl: — MIN 283y A9 tely o E.o NuvIneNY NNMO 12 12+ 0z 2 
MES Multi MMT 905 104+ 133 $123 1200 Noveen Vil NV 08 S .05 $070 . 746 
Mag St MIS 1836, I8 G10 1805, Sl Nouv Vel Cal NCA 953 9%k - 23 06 687 M Omaha Int MUO 1366 ISk + 107 $140 . 926 Ko MY NY 03 10 4 13 308 6% 
NewAmerHighlie HYB 4895 10+ 117 $150 1500 
Opp Muli§ OMS 1091 10% - 03 SLI2 1030 (@FEx-Dividend. () Fully dilued (¢) Thursday cose () Notavailable: 
Pac Am e PL bISIS 4% - 18 S8 1243 Yieds are computed o st bwelve months income and capital gans istributions. 
Prudential Strat PSF 007 9k o+ 89 SIS 106 Source: Lipper Analytcal ervices and Bunker Ramo. 

BOND FUND REVIEW 
Since October, brokerage firms and mutual fund companies, particularly closed-end funds, have been pushing new offerings hard. Prominent 

among these have been IPO’s of new bond funds. (see New Issues) Investors should ignore broker’s claims that clients pay no sales commissions if they 
buy at the offering price because a 7% commission is paid from the funds assets before the money is invested. This compares to 2% to 4% 
commissions on ordinary securities trades. The SEC has announced it is doing a study of this situation. 
We therefore recommend you look for older bond funds selling at or near net-asset value or, if it is a new issue, look for a short to intermediate term 

fund—with one to ten year bond yields in a range of 7% to 5% which are less volatile than the longer maturity issues. We caution you against bond 
funds which try to boost their yields with risky junk bonds—bonds rated BB or lower—unless you select one or more funds with at least $1 billion in 
assets which diversifies widely. 

A conservative strategy is important if interest rates continue to rise. The John Hancock Securities recommended in this issue has longer 
maturities, but its managers are defensive and continue to shorten maturities. 

Another choice could be from Miami advisor, Thomas Herzfeld, who is recommending the 15 year-old Excelsior Income Shares (NYSE $15%) 
which is trading at a 7.3% discount with a yield of 8.4% and an average bond maturity of seven years. 

NEW ISSUES 
Prudential Intermediate Income Fund, Inc. Initial offering, 47 million shares at $10, via Prudential Bache. 
Comstock Income Strategy Inc. Initial offering, 110 million shares at $10, via Merrill Lynch. 
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CLOSED-END STOCK FUNDS 
Following is a weekly listing of publicly traded closed-end investment trusts. The funds invest in diversified portfolios of common 

stock (Diversified Funds) or concentrate in one or a few industry groups (Specialized Funds). The plus or minus before the difference 
indicates whether the fund trades at a premium or discount to its net asset value. The convertible funds are invested in preferred stock 
or bonds that are convertible into common stock. Shown is the unaudited net asset value (NAV) of each company’s shares as of May 20, 

1988. 

Diversified Common Stock Funds 
Stock NA.  Stock % Stock NA. Stk % 

Sym. Buchg  Vale  Priee  Dill Sym. Bwhg  Vahe  Price  Difl 

AdamsExpress  ADX  NYSE 1629 15% - 638 LibertyAlStar ~~ USA  NYSE 80 6% - 2200 
Baker Fentress BKFR  OTC 4928 4 - 1884 Niagara Share NGS  NYSE 153 12 - 1707 
BlueChipValie ~ BLU  NYSE 688 S% - 2006 Nich Ap Gr Eq GEF  NYSE 9 6% - 1614 
Clemente-Gbl CIM  NYSE b 843 6% - 2734 QuestValeCap  KFV  NYSE 998 M - 2 
Equity Guard EGS  AMEX b 980 9% - 309 QuestVabele  KFV+  NYSE ne 9% - 161 
Gemini 11 Cap GMI  NYSE 1441 105 - 2800 Royee Vahe RVT  NYSE 905 Th - 1298 
Gemini 11 Tne GMI+  NYSE 946 12%  + 2800 Schafer Vahue SAT  NYSE 835 6k - 1766 
Gen'lAmerbw  GAM  NYSE 1763 W% - 1920 Source Cap SR NYSE  a3636 364 - 120 
Global Gr Cap GGF  NYSE 824 Th - 595 Tri-Continental Y NYSE 86O 2 - 1100 
Global Gr Inc GGF+  NYSE 944 9%+ 064 Worldwd Value VLU NYSE 1872 4% - B2 
GSO Trust GSO  NYSE 958 9% - 470 Zweig Fund ZF NYSE 991 0+ 091 
Lehman Corp LEM  NYSE 1350 1% - 1200 

Specialized Equity and Convertible Funds 

Sym. Stock NA. Stock % Stock NA. Stock % 
Exchg. Value Price Diff. Sym. Exchg. Value Price Diff. 

Amer Cap Cv ACS NYSE 2048 A% - 547 Germany Fund GER NYSE 122 6% - 1000 
ASALtd. ASA NYSE bez z z H&QHealth HQH NYSE 159 6% - 1601 
Asia Pacific APB NYSE 8.02 6% - 2200 Ham Cap HU NYSE b 9.06 T - 1998 
Bancroft CV BCV AMEX 275 206 - 987 Ham Ut. Pfd. HUT NYSE b 4891 a8/ - 13 

BGR Prec Mtls BPTT TOR be 1411 Wa - 2027 Helvetia Fund SWZ NYSE 1106 9% - 1071 

Brazil Fund BZF NYSE 11.60 9% - 2134 Italy Fund ITA NYSE b 880 7 - 2045 
CNV Higd. Cap CNV NYSE 934 - 4914 Korea Fund KF NYSE 4142 B+ 7145 
CNV Hidg. Inc CNV+  NYSE 952 0%+ 1423 Malaysia Fund MF NYSE 828 7 - 1546 
CastleCV CVF AMEX 2244 0% - 150 Mexico Fund MXF NYSE b 6.84 Sk - 2500 

CenFdCanada CEF AMEX b 645 6 - 700 MG Sm. Cap MGC NYSE 856 7 - 1820 

Cent Sec CET AMEX 1209 104 - 1522 Petrol & Res PEO NYSE 2599 2% - 330 

Claremont Capital ~ CCM ~ AMEX 4931 48% - 140 Pilgrim Reg PBS NYSE 9.12 7 - B2 

Couns Tandem CTF NYSE 691 Sk - 2583 Prglnc PRGR  NYSE 868 8%k - 002 
Cypress Fund WIR AMEX 921 6% - 2671 Reg Finl/Shs BNC NYSE 742 Sk - 2251 
Duff Phelps Util DNP NYSE 154 8%+ 1LI0 Scandinavia SCF AMEX 8M 6% - 2059 

Ellsworth Cv ECF AMEX 842 - 1242 Scnd New Asia SAF NYSE 1339 0% - 2252 

Engex EGX AMEX 1246 Phe - 2024 Taiwan Fund TWN AMEX b 2432 4%+ 7010 
Fin News Comp FIF NYSE 15.19 2% - 1Im TCW Cv Sec CvT NYSE b 833 Th - 1300 

Ist Australia FAL AMEX 974 e - 2043 Templeton E Mkt EMF AMEX b 875 7 - 2000 

First Fin Fund FF NYSE 827 6% - 1686 ‘Thai Fund TTF NYSE 1145 16+ 3974 

Ist Therian IBF AMEX 9.16 § - 1300 Utd. KingdomFd. ~ UKM NYSE 1155 8 - 2424 

France Fund FRN NYSE b 999 8% - LI Z-Seven Z8E PAC d 1420 14% + 123 

Gabelli Equity GAB NYSE 1057 9% - 1367 

() - Ex-Dividend: (b) - As of Thursday’ close: (c) - Translated at Commercial Rand exch. rate: (d) NAV reflects $1.54 per share for taxes (¢) - In Canadian Dollars: (z) - Not available. 

Source: Investment Company Institute. 
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BKFR, internally managed by 
its officers under the supervision 
of its Board of Directors, invests 
primarily in common stocks and 
other equities such as preferred 
stocks, as well as interests in lim- 
ited partnerships and convertible 
debt securities.  Since the early 
part of last year, BKFR has taken 
a defensive position in the market, 
realizing capital gains of nearly 
$60 million during 1987 and hold- 
ing a portion of the proceeds in 
cash. Management is concerned 
about the future of the economy 
and equity markets, but reaffirms 
its basic investment strategy of 
committing most of its assets to 
relatively few equity securities it 
believes have long term potential. 

For the first quarter, Baker Fen- 
tress increased its Net Asset Value 
6.5% to $49.59 from the year-end 
figure of $46.57. This follows a 
total return performance of the 
portfolio, assuming reinvestment 
of income and capital gains of 
488% versus 315% for the S&P 
index for the period ending 
December 31, 1987. 

The investor in BKFR not only 
can invest at a discount, but also 
has the advantage of the substan- 
tial holding(2.5 million shares or 
79%) in Consolidated-Tomoka 
Land Co.(CTLC) of Daytona 
Beach, Florida, whose shares are 
carried on the books at an original 
cost close to $2.00 per share. 

This is a citrus grower and real 
estate developer whose land 
acquisition goes back to 1902 
which bases its operations on the 
utilization and conversion of its 
land assets. 
CTLC owns more than 36,000 

acres in lake-surrounded Highlands 
(Central Fla.) and Volusia Counties 
(Daytona) as well as mineral rights 
throughout the state. Recently, it 
established a partnership in Daytona 
Beach to develop jointly-held prop- 
erties in residential development, 
shopping centers as well as industrial 
and commercial buildings. 

Earnings of CTLC increased 
approximately 15% in 1987 over 
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1986 results. Future year to year 
results will vary depending on the 
citrus crop as well as the timing of 
real estate sales. BKFR shows an 
unrealized capital gain of $87 mil- 
lion at the end of 1987 on its 
investment in CTLC which 
appears to be undervalued due to 
its real estate holdings. 
Just over two years ago, Barron's 

carried a comprehensive report on 
CTLC citing independent apprais- 
ers stating that, if it were for sale, 
the property would sell for over 
$40 per share. If you translate this 
to dollars per share, the 2.5 million 
shares would add $11.50 per share 
to Baker, Fentress stock; this addi- 
tional value would be over the 
market price of $40 per share. Bar- 
Ton's quotes the management of 
BKEFR as believing that CTLC 
could become a take-over target as 
its common stock trades so far 
below liquidation value. To pre- 
vent this Baker, Fentress has 
adopted anti-takeover provisions 
for itself as well as for CTLC. 

Other large positions include an 
11.6% holding in Barnett Banks, 
the largest financial institution in 
Florida, as well as investments in 
diverse holdings such as Abbott 
Labs, Dunn & Bradstreet, and 
Hewlett Packard Co. 
BKFR has a new distribution 

policy similar to the one pio- 
neered by Source Capital, which 
relates total annual shareholder 
distributions to average annual net 
asset value. This provides that 
total calendar year payments to 
shareholders, net investment 
income and realized capital gains, 
will equal at least 8% of average 
net assets at the end of each year 
ending October 31. Under this 
policy, during 1987, the company 
distributed a total of $5.20 per 
share to shareholders (with 0.55 
per share from the prior year.) 

Although distribution amounts 
are based on a percentage of net 
asset value, the shares have usual- 
ly traded at a large discount to this 
figure, partly due to the large 
holding in CTLC. Concern about 
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this discount may be part of the 
reason for this policy.We question 
the wisdom of having a set 
amount to be paid out each year. 
BKFR has an automatic divi- 

dend reinvestment plan with this 
unique feature: the costs of 
administering it are absorbed by 
the company so the total amount 
of shareholder dividends and capi- 
tal gains distributions are reinvest- 
ed automatically. 
The company retains a portion of 

its capital gains each year, which 
each shareholder of record reports 
to the government. He is then enti- 
tled to a credit for a share of the tax 
paid by the company on the gains. 

‘We think Baker Fentress is well 
managed and represents good val- 
ue for investors of a moderate risk 
orientation. The expense ratio is 
low; it has declined each year 
since 1984 to 48%. The discount 
in 1987 ranged from a high of 
31% to a low of 13.7%; the cur- 
rent discount of 18.84% represents 
good value as the portfolio is 
more liquid than in previous 
years. Usually, long-term perfor- 
mance as good as this merits a 
premium, not a discount. A solid 
buy. For more information or 
reports call (312) 236-9190. 

John Hancock 

Investors Trust: 

Bond Of The Month 

John Hancock Investors Trust 
(JHI-NYSE-21) is a closed-end 
diversified management company. 
It has a sister fund, John Hancock 
Securities(JHS), which tends to 
trade at a discount because of low- 
er quality securities,while JHI 
tends to trade at a small premium. 

The main objective of JHI is 
income for distribution to share- 
holders with capital appreciation a 
secondary goal. The current pro- 
jected dividend of $2.13 includes 
capital gains distributions to yield 
10.14%. Most of the trust's assets 
are invested in a diversified portfo- 
lio of debt securities some of 
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which carry equity features. Up to 
50% of assets may be invested in 
restricted securities(direct place- 
ments). The trust may also issue a 
single class of senior securities up 
to 33% of its net assets and may 
leverage its assets through banks. It 
may also purchase equity securities 
(up to 20% of assets) although it 
doesn't own any at this time. 

JHI has taken a moderately 
defensive stand on the bond mar- 
ket for the past year as, in April, 
1987, it began shortening maturi- 
ties to 14 years. It has also 
improved the quality of its portfo- 
lio by the sale of weak oil compa- 
ny issues and reinvestment in high 
quality bank and utility bonds. 

It has also been buying so-called 
cushion bonds, high coupon 
issues with limited up and down- 
side risks. This is in view of the 
contradictory signals concerning 
the near and long-term direction 
of the economy. JHI continues to 

emphasize corporate bonds-- 
about 70% of its assets--instead of 
lower yielding governments. 
Since it does tend to trade at a 
slight premium, we recommend 
you try to buy it at its net asset 
value or better. 

I Investment Outlook 

The stock market has seen numer- 
ous daily swings of some magni- 
tude, but lately there has been a 
fairly evenly matched tug-of-war 
between the Bulls and the Bears. 
We therefore advise caution and 

a conservative approach to invest- 
ing.While stock prices are not 
cheap in relation to earnings, they 
are cheap enough if stability and 
moderate growth continue without 
severe interruptions. Therefore, we 
may be able to avoid the extremes 
of a severe recession and a resur- 
gence of inflation if the Fed holds 

a steady course. But until these 
uncertainties lessen, we advise you 
to look for funds with strong cash 
positions. Consider selling your 
more speculative funds.Bond fund 
investors should look for funds 
with short maturities. 

‘We have a bottom-up philoso- 
phy: we do not forecast the stock 
market or market conditions, but 
listen to the wisdom of John Tem- 
pleton, who has said,"we have no 
formula, no magic, we don't know 
of any way to beat the market. It is 
common sense to recognize there 
is really one investment objective 
and that is to produce maximum 
total return." 
We will be recommending some 

of the newer funds in coming 
issues — Clemente Capital, Gabel- 
li Equity Trust, Growth Stock 
Outlook Trust, and others, but will 
continue to emphasize those tak- 
ing a defensive posture in a more 
difficult investment environment. 

Name 

Convertible Holdings Capital 
General American Investors 

PREVIOUS RECOMMENDATIONS INVESTMENT PERFORMANCE 
Price Price 5/20/ 88 % gain(loss) Comment: 

$47/8 $ 43/4 -2.56% Buy 
$14 1/4 $14 1/4 0% Buy 

George Cole Scott has been an investment broker since 1969 and a free-lance writer since 1965. He became interested in closed- 
end funds in 1976, when he joined the board of Claremont Capital, a closed-end fund based in Seattle. Since that time he has spe- 
cialized in this form of investment for clients. 

Information presented here was obtaincd from sources believed to be reliable but accuracy and completeness and opinions based on this information are not guaran- 
teed. The publisher may have an interest in companics mentioned which we disclose so that you may judge the possibility of bias on our part. Tt should not be assumed 
that recommendations will be profitable or will equal the performance of securities listed here or recommended in the past. All data and information are subject to 
change without notice. Published by Cole Publications, Box K-132, Richmond, Virginia. 23229. 
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