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Companies continue to report profits on the low side of expectations. Especially the technology components of the market continue to disappoint. Ciena, one of the stalwarts of the technology world reported a doubling in operating profits on Thursday. However it had to reduce it’s previous sales growth forecast for next year from 50% to the “early teens”. These drastic reductions in anticipated technology spending are commonplace these days. Subsequently, Ciena lost 30% of its value in just one day. As mentioned in previous newsletters, the beneficiaries of drastically reduced borrowing costs will be “old economy stocks”. Our Stock Screener for the month of August emphasizes corporate liquidity measures and cheap valuations. 

 1.
We eliminate Companies with a market capitalization below  $500 million in order to avoid the more obscure and often illiquid candidates.


Result: 
2,238  (from 6,957)

2.
In this current environment “leverage” can be dangerous. We are therefore looking for companies with little debt on their books so that they are able to spend and if necessary to borrow, even in slow times. We are therefore looking for companies whose shareholders equity is at least twice as large as the outstanding debt.


Result:
1,027 (from 2,238)

3.
We also want to ensure that the remaining companies have adequate short term liquidity to meet their current obligations in a slowing economy. We look for companies that have a Current Ratio (current assets divided by current liabilities) of greater than 3.  



Result:
 342 (from 1,027)

4
The remaining companies will at least have a decent chance of surviving the current slowdown. But are they “reasonably priced”? We are now using a valuation measure which is used to determine the “private market value” of a company as it is used by analysts. The Price-to-Sales Ratio excludes one time items and values a company strictly by its gross revenues. However, this measure is very “industry specific”. While basic material companies have usually have a P/S ratio below one, many pharmaceutical and technology companies have a P/S ratio of 3 or 4 or higher. We are looking for companies with P/S ratios below one, which will basically will yield results in the basic industries and slow growth segments of the economy. We see less risk in those parts of the investment universe.  

Result:
 20 (from 342)

5.
The remaining 20 companies seem to be “survivors” with adequate liquidity and “reasonable” valuations. But what about growth? We now screen for companies that trade at a PE below the anticipated long term growth rate.  We achieve this by dividing the P/E ratio for the current fiscal year by the long-term growth estimate. The result is called the PEG Ratio. If a stock trades at the same P/E Ratio as the long-term growth consensus estimate, then it trades at a PEG of 1. We look for stocks that trade at a PEG of 1.0 or lower

Result:
 7 (from 20)


You can find the list of the resulting companies below.

Stock Screening Results as of 08/16/01*
	Ticker
	Industry
	Market Cap (millions)
	Company Name
	Current Price 
	52 Week High
	52 Week Low
	Long-Term Growth Consensus Est.
	This Year's Estimated Growth (F[1]/F[0])
	P/E (F1)
	PEG Ratio
	Debt/Equity Ratio
Top of Form



	BLI 
	NONFOOD RETAIL-WHOLESALE 
	1313.21 
	BIG LOTS INC 
	11.55 
	15.63 
	8.25 
	15.93 
	-12.39 
	15.18 
	.95 
	.31 

	CDWC 
	NONFOOD RETAIL-WHOLESALE 
	3569.41 
	CDW COMPTR CTRS 
	41.95 
	83.5 
	23.38 
	23.17 
	4.25 
	22.32 
	.96 
	0 

	DY 
	CONSTRUCTION-BUILDING SERVIC 
	734.22 
	DYCOM INDS 
	17.42 
	55.5 
	10.5 
	19.29 
	6.35 
	11.3 
	.59 
	.02 

	PIR 
	NONFOOD RETAIL-WHOLESALE 
	1135.3 
	PIER 1 IMPORTS 
	12.09 
	14.55 
	8.19 
	13.78 
	.11 
	12.38 
	.9 
	.05 

	STZ 
	BEVERAGES 
	1852.82 
	CONSTELLATN BRD 
	44.45 
	44.01 
	22.75 
	15 
	17.17 
	14.45 
	.96 
	.08 

	TOM 
	APPAREL 
	1156.65 
	TOMMY HILFIGER 
	12.65 
	16.5 
	8.75 
	10.31 
	-12.54 
	8.08 
	.78 
	.38 

	UNM 
	INSURANCE 
	6567.95 
	UNUMPROVIDENT 
	27.57 
	33.75 
	19.63 
	11.09 
	5.88 
	10.89 
	.98 
	.29 

Bottom of Form




To Learn More About These Stocks, Or For Advice On How To Achieve Any Of Your Investment Objectives, Call Mark Muehlberg, Vice President At Our Toll Free Number:    

866- 33-CALES (866-332-2537)

Or Visit Our Website At http://www.calesinvestments.com/
   Educated Investors are our best customers.
   For our best customers we go the extra mile.

*The results of our Stock Screener do NOT represent a recommendation to buy or sell the securities shown. We have not provided you this information based on your particular financial situation or needs. Before investing in any of the securities shown, investors should conduct additional research or consult with one of our

representatives in order to determine the most suitable investments for them.
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