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Bear Market”  Some Worry That Beanies

©)

Are Ripe for a Fall

the Rus-
collaps-ing
and world stock markets swoon-ing lit-

ith Asian economies shrinking
sian ruble

tle noticed have been the dark clouds gathering over
another high-profile market Beanie Babies.

Since bursting onto the toy market in 1994 the
little stuffed critters selling for about $5.95 at re-
tail have turned into an instant and volatile

collectible market. Magazines Web
sites and books have sprouted to chronicle Beanies
as investments with some changing hands for
hundreds of dollars each.

Small children began to believe in the report-
ed prices as actual value — turning them into pint-
sized images of their stock market-crazed parents.

But now as with nearly all such crazes there
are signs that Beanie Babies may be headed for a
steep price decline. Princess a teddy creat-ed in
memory of Britain’s Princess Diana was offered on
a Web site at $45 yesterday down 40% from a
$ 75 price quote last May.

The so-called American Trio of Beanies —
Lefty the donkey Righty the elephant and Libearty
the white bear — has tumbled to $ 899 at Frankie’s
Produce in Dunelin Fla. where the set sold for as
much as $1 299 earlier this year manager Debo-
rah Grant says.

Some young collectors also are sensing a

slowdown. In Boulder Colo. 12-year-old Whitney
Wilson sold most of her Beanie Babies after the
store at which she bought many of them closed
down. Also “
" she says. Using the Internet as well as word

my friends don’t talk about them any
more ’
of mouth® the seventh-grader netted” a little bit o-
ver $1 000 ” most of which she put in her bank
account.

“ They’re all bubbles ” Robert Z. Aliber pro-
fessor of international economics at the University of
Chicago says of such instant collectibles markets.
The informal nature of such markets helps propel
prices up and can delay inevitable plunges he
notes. “ There is no New York Stock Exchange for
this stuff’ for immediate and widely-shared price in-
formation. “ It’s like real estate” instead of stocks.”

By all accounts Ty Inc. the Oak Brook Ill.
maker of Beanie Babies has done a masterful job of
extending what could have been a one-season splash
for Beanies in the process ringing up hundreds of
millions of dollars of sales. Ty privately—held@
doesn’t disclose its sales or profit figures.

A collapse of the secondary market for Beanie
Babies could hurt Ty’s retail sales of course. But
the company has been rolling out other toy lines — a
new one featuring bears is anticipated soon — and
company founder Ty Warner has impressed competi-
tors with his marketing acumen as well as his inno-



vative designs. The company couldn’t be reached that appears on thebeaniemom. com Web site. In
for comment. their spare time they speak at Beanie seminars.

Ty has“ retired” some models to make them In a market unregulated by the Securities and
scarcer simultaneously bringing out new ones that Exchange Commission the quality of information
many collectors felt they had to have. There are varies widely. The Summer 1998 edition of

more than 225 Beanie varieties to date. “ That ex- “ Collector’s Value Guide” for Ty Beanie Babies —
tends the run ” Professor Aliber says. “ But eventu- “ not affiliated with Ty Inc.” notes its publisher
ally the kids get bored.” Collectors’ Publishing Co. Inc. Meriden Conn. —

Many Beanie believers however don’t buy provides the following values Brownie an original
that. “ Lots of people are still coming into the mar- Beanie whose name was changed to Cubbie in 1994
ket ” says Sarah Nelson overseer of a Beanie Web  is worth as much as $4 600 Bronty a dinosaur
site. “ That’s what gives me hope.” issued in 1995 and retired in 1996 as much as $ 1

Who knows This could merely be a blip. 150 Zip the cat issued in 1995 and retired in
Maybe Beanies will appreciate in price forever and 1998 worth as much as $2 250 if all black —
collectors will end up swapping three Tabascos a with the white paws about $575.
red bull some day for a Picasso or Monet. Then a- At those prices Internet stocks seem cheap.
gain  $5. 95 doesn’t seem an unreasonably low Collectors’ Publishing says it gets its price
price for a very small though cute stuffed toy es- quotes off the Internet from Beanie dealers and re-
pecially when there are already millions of them tailers. Such price lists“ fuel the whole collectibles
crammed into American closets. industry ” says marketing manager Josa Weather-

A Beanie market collapse would provide an ex- wax. “ People get excited by the idea that they could
quisite yet painful lesson in the power of the law of sell a Beanie for more.”
supply and demand®. Two Naperville Ill. mothers There could be plenty of excitement if prices
known in the Beanie world as“ the two Beckys” decline too. John Orozco president of UCC Dis-
have each compiled what they believe is a complete tributing Co. a toy and collectable handler in Carls-
collection of the little critters. And each Becky — bad Calif. lost® a ton” in stocks earlier this year
Becky Estenssoro and her neighbor Becky Phillips and took® every penny I’ve had in the market and
— values her Beanie hoard at between $90 000 put it into Beanies.”
and $100 000 sort of a401 k Beanie. Mr. Orozco who is still long in Beanies says

Mrs. Estenssoro says they intend to sell one of that based on market prices “ I’ve recouped every-
the complete sets eventually though not right away  thing lost on stocks in the last month and a half.”
to help pay for college educations for their children. = He won’t say how big his Beanie position is.

Amassing their collections wasn’t easy. Market The stakes are high for others too. Tina
savvy the Beckys loaded up on new Beanies and McKee’s two sons ages seven and 10 need bicy-
then when Ty “ retired” certain characters the cles “ so my husband and I threw out the idea of
women would trade suddenly-more-valuable Beanies selling some of their Beanie Babies ” the Naper-
they held for ones they hadn’t been able to buy. ville Ill. mother says. “ They were all for it.”
“ Two Tabascos for one Kiwi a multicolored tou- Mrs. McKee “ has no idea what they might be
can " Mrs. Estenssoro recalls of the process. worth.” But she adds “ This will be a good way to

Of course even if Beanie prices collapse the find out.” That’s 100 more Beanies headed to mar-
Estenssoro and Phillips children may make it to col-  ket.
lege the Beckys authored the “ Beanie Mania “ They’ve already lasted longer than I thought
Guidebook " publish a Beanie magazine a newslet- they would ” Steve Ellingboe editor of Today’s
ter and a weekly market analysis and pric-ing guide Collector says of Beanies. He predicts a gradual
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Passage 1 Bear Market Some Worry That Beanies Are Ripe for a Fall

sputter though not a crash and burn.

“ 1 think it’s on the postpeak " says Karen A-
kin owner of Apples and Zinnias an upscale florist
and gift shop in Dallas. Her chief Beanie competitor
dropped by the other day and remarked “ I see your

Beanies are backed up also.” And what goes up this
high has a long way to fall before it hits bottom
Ms. Akin says. “ There is still a lot of business to
be done even if you’re on the other side of the
peak.”

1 214 words

Notes

@ bear market
@ Beanies

3 word of mouth
@ real estate

& privately-held

© the law of supply and demand

public-traded companies




Exercises

Multiple Choices:

1. According to the passage the price of Beanies Babies will

A. goes up B. goes down
C. keep unchanged D. be uncertain
2. Which of the following is not the so-called American Trio of Beanies
A. donkey B. elephant
C. monkey D. white bear
3. What is the Beanies Babies market like
A. Stock market. B. Futures market.
C. Bond market. D. Real estate market.

True or False:
(1 1. Some collectors regard Beanies Babies as an investment.
1 2. For a collector it is easy to amass a complete set of collections.

[_1 3. Even if Beanie prices collapse the Estenssoro and Phillips children may make it to col-
lege.
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Big Sugar Seeks Bailout”  Gives Money to Help Get Way

ever have old hands at the Agriculture De-

partment such a

U. S. senators trooping into Secretary Dan
Glickman’s office to lobby for a big sugar-industry
bailout.

“ When you have 11 senators showing up ”
says Florida sugar-company executive Robert Buk-
er “ that’s horsepower” — enough power he be-
lieves to push an ambivalent Clinton administration

seen turnout 11

into an unprecedented market intervention® to bail
out distressed U. S. sugar producers.

The producers are floundering beneath a
market-depressing glut of sugar. Come October
they face another problem a tenfold jump in Mexi-
can sugar imports. The federal sugar-loan program
which has cosseted them for nearly two
decades is suddenly in danger of imploding.

So to shore up the domestic market sugar
lobbyists are imploring administration officials to au-
thorize a bold sugar-buying spree. Only by spending
$ 100 million now to buy sugar and boost market
prices
head off a much costlier wave of sugar-loan forfei-

they contend can the government hope to
tures later this summer in the midst of an e-
lection campaign.

Fighting the sugar lobby at every turn is a well-
financed alliance of consumer groups candy mak-
ers confectioners and other major users of sweeten-
ers. Their vision of the sweet hereafter is a deregu-

lated sugar industry and they want the administra-
tion to let the market sink. Says Jeff Nedelman
spokesman for the Coalition for Sugar Reform
“ The whole house of cards is starting to collapse.”

The government has long managed to keep U.
S. sugar prices far above the world price largely by
curtailing imports of lower-cost sugar@‘ . That bene-
fits producers obviously though it also means con-
sumers get stuck with a price-support tab — esti-
mated at more than $ 1 billion a year — in the form
of higher sugar candy and soft-drink prices.

But in recent months due to rising sugar plant-
ings and improving yields prices have fallen below
the guaranteed price-support levels of 18 cents a
pound for raw cane sugar and 22. 9 cents for refined
beet sugar. Lately prices are up a little in anticipa-
tion of a bailout. Under the loan program sugar
processors who put up sugar as collateral

are entitled to forfeit their crop keep the loan
money and let the government eat the loss.

Processors are threatening to forfeit as much as
1. 4 million tons of sugar valued at an estimated
$550 million. The sugar lobby’s pitch to Mr.
Glickman and White House officials is that buying
300 000 to 350 000 tons immediately will give the
market enough lift to avert massive forfeitures at the
end of August and September. “ Sugar prices are at
a 20-year low " says Sen. Larry Craig an Idaho
Republican. “ The potential for loan forfeitures ... is



very real.”

The senators visiting Mr. Glickman on March
26 — all but one from major sugar-produc-ing states
— told the agriculture secretary that” he needed to
get on the stick ” says Mr. Buker senior vice pres-
ident of United States Sugar Corp. the nation’s lar-
gest processor. On April 6 a dozen sugar-state
lawmakers met with White House Chief of Staff
John Podesta. They and the industry fear costly for-
feitures would be a public-relations debacle spar-
king moves in Congress to scrap the shaky program.

Administration officials wouldn’t be so hesitant
about buying heaps of sugar if they knew what to do
with it. One option is to sell excess sugar on the
world market at cut-rate prices@ but that would be
just as controversial as Europe’s oft-deplored dump-
ing practices@. Another is to donate it overseas as
humanitarian aid but so far no country
has shown any interest in empty calories.

Limited amounts could possibly be used for
school lunches and other feeding programs. The on-
ly other viable option is to use it as feedstock for
plants but it would have to be dirt-
cheap to compete with corn which sells for a nickel
a pound.

Diverting sugar into ethanol
would displace corn costing farmers $ 100 million
a year
gues. They shouldn’t have to“ shoulder the burden”
of bailing out sugar producers the association says.

Adding to the difficulty of a bailout is the op-
position from politicians who represent more sugar
consumers than producers. Splurging on sugar
would be a“ quick fix" of" dubious legality ” 15
House members asserted in a bipartisan

letter. It would bestow a“ bonanza " on

ethanol

a fuel additive

the National Corn Growers Association ar-

processors
end Senate Agriculture Committee Chairman Rich-
ard Lugar cautioned last week. The Indiana Repub-
lican also warned that“ dumping” sugar overseas
would infuriate trading partners.

Ultimately though
not offset the political leverage of Big Sugar which
gave Democrats and Republicans $ 7.2 million be-

without preventing forfeitures in the

such considerations may

tween 1995 and 1999 more than any other com-
modity group in Washington. The fact that the
meeting with Mr. Glickman was attended by New
Jersey Sen. Robert Torricelli who hails from a state
with no sugar growers but is chairman of the Demo-
cratic Senatorial Campaign Committee highlights
sugar’s importance in an election year.

At least three sugar states — Michigan Ohio
and Florida — are seen as being in play in the presi-
dential race. Earlier this year Florida Crystals Inc.

owned by the Cuban-born Fanjul family gave
Sen. Torricelli’s committee $50 000. Last July
Alfonso Fanjul hosted a $ 25 000-a-couple dinner
attended by President Clinton raising more than $ 1
million for the Florida Democratic Party. Mr. Fan-
jul is renowned for calling up the president to dis-
cuss sugar-related issues.

Particularly desperate are three big Hawaiian
sugar-cane producers Gay & Robinson Sugar Co.
an Alexander & Baldwin Inc. subsidiary and Am-
fac/JMB-Hawaii Inc.
season is due to reach the mainland next week. Un-
like their counterparts they are * price-takers@ "
says their lobbyist Dalton Yancey. Under an exclu-
sive contract with a refinery on San Francisco Bay
they are obligated to base the price of arriving ship-
loads on the going New York price no matter how
far it falls below the guaranteed price-support level.
The contract doesn’t allow putting sugar under loan
or forfeiting it.

Adding to the industry’s problems is a loom-ing
surge of Mexican imports. In October under terms
of the North American Free Trade Agreement@
Mexico will be free to ship 250 000 metric tons of
low-duty sugar into the U. S.

Despite more than a 20% drop in prices since
sugar production is still much more profitable

whose first shipload of the

1996
than raising grain or cotton. The result is that the
nation’s 10 000 cane and beet growers are shifting
more land into sugar. Their lobbyists portray them
as suffering from agriculture’s woes including crop
failures and lost markets when in fact most fare
better than non-sugar producers.

All told the sugar problem threatens to haunt

QL
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Passage 2 Big Sugar Seeks Bailout Gives Money to Help Get Way

the White House and Vice President Al Gore’s presi-
dential bid. It could complicate the coming visit of
Mexico’s president to Washington and could further

hamstring U. S. efforts to open up o-
verseas markets for meat corn sweetener and other
foodstuffs.

Ironically  the administration could have

avoided the whole sticky mess. But Messrs. Glick-

man and Podesta under intense industry pressure
went along with an administrative decision last fall
to reinstate the guaranteed minimum price even
though under a 1996 change in the loan program it
shouldn’t have been offered to processors.

Now the industry is arguing that® sugar is in
crisis " in the words of Jack Roney economist for

the American Sugar Alliance.

1 243 words

Notes

@ bailout
(@ market intervention

@ curtailing imports of lower-cost sugar

@ at cut-rate prices
(® dumping practices
©) price-takers
maker
(@ North American Free Trade Agreement

price-




Exercises

Multiple Choices:

1. Which of the following is the difficulty the sugar industry is facing
A. A depressing market.
B. A tenfold jump in Mexican sugar imports.
C. The federal sugar-loan program is suddenly in danger of imploding.
D. All of the above.
2. Who is fighting the sugar lobby at every turn

A. Consumer groups. B. Candy makers.

C. Confectioners. D. All of the above.
3. What are the sugar prices as compared with historical prices

A. At a20-year low. B. At a 20-year high.

C. At a 30-year low. D. At a 30-year high.

True or False:

[ 1 1. The U.S. government has long managed to keep U. S. sugar prices far above the world
price.

[ 1 2. The U.S. government will sell excess sugar on the world market at cut-rate prices.

[_1 3. Despite more than a 20% drop in prices since 1996 sugar production is still much more
profitable than raising grain or cotton.
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Vacation-Home Market Is Hot, As Prices Climb

o you’re in the market this spring for a vaca-
tion home”  You might want to sit down and
take a deep breath first.

For an idea of why consider East Avenue a
mile-and-half stretch along the beach in this small
New Jersey town. For years
large but quaint shingle-covered homes without air
conditioning. But over the last few years a flood of
Wall Street money has washed over East Avenue.
More than a dozen homes have been torn down or

it was a quiet span of

gutted. One owner recently built a swimming pool
another a basketball court. Not to be outdone at
least five owners have added observation towers in
some cases reaching 35 feet in the air.

As for prices they too are reaching new
heights. Area realtor Suzie Van
Schoick recalls selling a beachfront home on East
Avenue three years ago for just over $900 000.
“ That’s over ” she says. “ Now you’re talking $ 2
million — for a teardown.”

Welcome to the brave new world of vacation
homes. Demand is surging to never-before-seen lev-
els prices are going through the roof and antiquated
ideas of rusticity are flying out the window.

Such conclusions are confirmed by a new study
to be released today by the National Association of
Realtors in Washington which polled nearly 2 000
home buyers and sellers and found a second home
market that is every bit as frenzied as the market for

primary residences.

Although data for past years remain spotty
1999 appears to have been a record year with about
377 000 vacation homes sold up 9.3% from the
last time the Realtors did the survey in 1997. Prices
have also shot up climbing about 50% to a median
of $127 800 since 1991
year.

The data are“ just another indication that the e-
conomy is on fire and people are swimming in dis-
cretionary income® says Mark Zandi chief econ-
omist of Dismal Science in West Chester Pa.

a recession

And it’s not just the ultrarich who
are buying second homes says Fred Flick an
economist at the Realtors group. “ There are just so
many people I talk to who are able to afford a sec-
ond home " he says
cabin in the Alaskan woods or a multimillion-dollar

whether the abode is a rustic

beachfront estate in New York or California.

The strong economy of course is responsible
for part of the rise in second-home sales. Families
flush with stock market wealth bonus-es and hefty
pay raises are fanning out in search of part-time resi-
dences. And according to a 1998 poll by Roper
Starch Worldwide
firm Americans view owning a vacation home as
the top measure of social status ranking it above
owning a luxury car or jewelry.

But there are two other important trends fueling

a New York market-research



new-home sales demographics and tax law. Under
a law enacted in 1997 most married couples no lon-
ger have to pay taxes on capital gains of as much as
$500 000 when they sell their primary residence.
Prior to that change sellers whose homes apprecia-
ted in value had to plow their gain into a new prima-
ry residence to escape taxes. Now families can sell
their primary home and use a portion of the equity
gain® to buy a smaller primary house and use the re-
mainder of the gain to buy a second house.

Meanwhile the massive baby-boom generation
— currently people between the ages of 36 and 54
— is at the point where they both desire and can af-
ford a vacation home. The survey found that the
median age of second-home buyers in 1999 was 43
an age at which some people begin to think ahead to
retirement. James Liptak a real-estate broker in Pa-
so Robles Calif. says those preretirement buyers
“ feel like the prices are going to escalate

so why not just buy it now ”

Of course that could be a mistake. The vaca-
tion-home market can be notoriously dicey. It took a
sharp dive in the late 1980s when Congress changed
tax laws to prevent owners from writing off” their
losses from rental properties.

“ The second-home market experiences bigger
ups and bigger downs than the primary-home mar-
ket ” says Mr. Zandi. “ It’s more volatile because

vacation homes are a luxury good. When the e-
conomy is under stress these are the first properties
that people will sell.”

But for now at least more people want to buy
than sell. Ronald Seiler a broker at Coldwell Bank-
er Real Estate in South Haven Mich. says demand
for homes on Lake Michigan — where prices begin
at about $400 000 — has been increasing steadily
every year for the past 10 years
bling over that time. The situation is similar in Alas-
ka where rustic cabins in fishing villages can be
had for as little as $25 000. “ Four years ago I
never got a call from anyone looking for a second
home ” says Glenda Feeken a broker at RE/MAX
of the Peninsular in Kenai Alaska. © Now during
this time of year I get about two calls a week.”

with prices dou-

Although prices for second homes are generally
lower than on primary homes that’s not the case in
the hottest spots. That is tough news for some buy-
ers. Carlyn Henry a 29-year-old New York execu-
tive recruiter says she and her fiancée looked at a-
bout 15 vacation homes priced between $ 100 000
and $400 000 in Connecticut and upstate New
York over the past year to no avail. “ There was
just so little available and when there was there was
always a catch. It was either too close to the road or
it needed lots of work. There was no such thing as a
good deal ” she says.

Similarly Ellen Grimes of Dallas says she and
her husband a soon-to-retire executive for a rental-
car company were amazed at the prices when they
went looking for a condo in Snowmass Colo. They
had hoped to find something for $750 000 but
everything in that price range was small old and
run down. “ That was our learning lesson ”
says. “ Can you imagine that You can’t get any-
thing for $ 750 000 "

And it’s not just the house itself that is expen-
sive. Respondents to the Realtors’ survey said they
are also spending more on amenities.

Mike Becker who owns a marketing and con-
sulting firm in Short Hills N.J. is a case in point.
After he bought and remodeled a 1920s home in Bay
Head several years ago he outfitted the kitchen with
a Sub-Zero refrigerator granite countertops and a
wine cooler. “ The kitchen is nicer than our kitchen
back in Short Hills ” he says. Now he is working
on installing air conditioning.

Then there is Perry Quinn an insurance execu-
tive who lives in Atlanta. When he built his family a
new vacation home in Pawleys Island S. C. re-
cently he made sure it had an elevator. Inside he
and his wife have spent between $100 000 and
$ 150 000 on décor for the two master suites and
other rooms which he describes as“ your very casu-
al beach atmosphere.”

For Mr. Quinn
very profitable When he bought his first condo in
South Carolina 10 years ago “ I was just looking for
some place at the beach to take the family and play

she

second homes have also been

QL
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golf.” Since then he has bought and sold several as good as any stock-market investments I’ve made
places with a return on investment that" is probably over the past 10 years.”

1 242 words

Notes

@ vacation home

(2 discretionary income
@ equity gain
@ write off




Exercises
Multiple Choices:
1. The vacation home market is
A. in the recession B. just in the beginning
C. very hot D. in the peak time

2. What is the price of a vacation home in East Avenue as compared with that of three years ago
A. The same.
B. Three times more than that of three years ago.
C. Three times less than that of three years age.
D. Two times more than that of three years ago.

3. Which of the following ranks the first in the Americans’ eyes as the top measure of social status
A. Owning a luxury car. B. Owning an expensive jewelry.
C. Owning a vacation home. D. None of the above.

True or False:
1 1. One of the reasons that people want to buy a vacation home is to escape taxes.
1 2. Several years ago a lot of people wanted to buy a vacation home.

[ 1 3. The vacation home market is a lucrative one.



