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would rapidly go the way of Campeau.

the unsold paper are, so to speak, in very bad shape.

The market is primarily handled by the large investment

But it is worse. The takeover binge since 1987, based on

houses, among them Drexel Burnham, First Boston Corp. ,

the continual upward motion of the Dow Jones Index, prom

Merrill Lynch, Morgan Stanley, and Goldman Sachs. These

ising vast rewards if new, higher stock values could be cashed

houses have been left holding both the devalued paper from

in on by selling off companies with lower book values than

the panic which erupted Sept. 13-15, and at least $7 billion,

their stock or other assets, has contaminated all financial

and certainly in excess of $10 billion worth of new junk bonds

values. With the collapse of the market in junk debt, already

which were slated to be introduced to the market for the

all other paper outstanding has effectively been collapsed to

refinancing of old deals, or to facilitate the financing of new

this discount already reached in the junk markets. It is only a

deals, such as the in-progress buyout of Time-Life.
Eerily, the Wall Street Journal had begun to run, by Sept.

matter of time before this becomes perceived as the shock
effect devaluation of all paper instruments.

21, the same kind of articles that were published after the

Before the second week of September, the Securities and

stock market crash of October 1987. Exactly, how does one

Exchange Commission was investigating the extent to which

compute the attributed value of this paper, is the question

mutual funds, and other institutional investors, were over

now being asked? The answer is, at whatever the price the

valuing holdings of junk investments. Charges ranged from

so-called market will bear, and if no one will buy the stuff,

as much as 30% over what the paper would command if sold,

then it is no longer worth the paper it is printed on. So at first

to as low as 5-15% below. The collapse of Sept. 15 makes

sight, the investment houses which hold the collapsed and

those numbers conservative.
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