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We have mentioned in our Newsletters throughout the year that the US Stock markets have entered a phase of drastic re-valuation of certain industries and their valuation parameters. High P/E ratios reflecting high future expectations are no longer realistic. In the coming 12 months single digit growth rates in the technology sector will not be able to justify these high P/E ‘s.  Jack Welch the soon to be ex-CEO of General Electric described the current state of the economy as the “worst economic environment of my career”. Quotes like this reflect the pessimism that has taken hold of Wall Street. It seems that all Wall Street firms have now incorporated this scenario into their models, which has led to drastic reductions of profit estimates for the current year and next year across most industries. Companies with double-digit growth histories for many years have had to admit to losses recently. Meanwhile, the analysts on Wall Street are acting like “once burnt – twice shy” kids. Repeated disappointments of the last 18 months have now caused them to drastically reduce their estimates so that no one can accuse them of being “overly euphoric”. Optimimism just did not pay over the past 18 months. 

Skepticism is in – Euphoria is out.
We are convinced that it is time again to assume a contrarian position to the consensus on Wall Street.       

Free markets exaggerate moves on the upside as well as on the downside. We believe negative news, whether already published or expected are already reflected in today’s stock prices. Some companies are just as likely to surprise investors on the upside as on the downside. It is time to switch from being defensive to being offensive. 

The Stock Screener for the month of July incorporates this scenario.   

1.
We concentrate our search for reasons explained in previous Newsletters on Small and Medium Cap Companies. Stocks with market capitalizations between $500 million and $5 billion are still our preferred targets.  We try to stay away from Companies with market capitalization below  $500 million in order to avoid the more obscure and often illiquid candidates.


Result: 
1,705 (from 6.099)

2.
We previously stated that brokers and analysts are behaving very timidly at the moment and rarely venture to write positive articles about companies. This extreme pessimism creates excellent buying opportunities and indicates that analysts raise earnings estimates only if and when they see clear and unmistakable signs of an earnings turnaround. Thus we assume that analyst’s increases in earnings expectations for any company for the current and coming fiscal year will be very well substantiated. We therefore screen for companies whose earnings expectations for the current and coming fiscal year have been increased the brokerage community by at least 10%.


Result:
9 (from 1,705)

You can find the list of the resulting companies below.

Stock Screening Results as of 07/20/01*
	Ticker
	Industry
	Company Name
	Current Price
	52 Week High
	52 Week Low
	% Change Current Yr. Estimate
	% Change

Next Yr. Estimate

	ATYT 
	COMPUTER-OFFICE EQUIPMENT 


	ATI TECHNOLGIES 
	$ 9.03
	$9.85
	$3.84
	16.3%
	32.2%

	CHB 
	CONSTRUCTION-BLDG SERVIC 


	CHAMPION ENTRP 
	$11.13
	$11.68
	$2.63
	10.0%
	57.9%

	CTCO 
	UTILITY-TELEPHONE 


	COMMONWLTH TELE 
	$41.70
	$47.75
	$28.88
	18.4%
	12.8%

	LEN 
	CONSTRUCTION-BLDG SERVIC 


	LENNAR CORP 
	$49.57
	$49.57
	$22.50
	11.2%
	14.7%

	LOR 
	TELECOMM EQUIPMENT

 
	LORAL SPACE&COM 
	$ 2.32
	$ 8.41
	$ 1.03
	16.4%
	25.9%

	MCAF 
	COMPUTER SOFTWARE-SERVICES 


	MCAFEE.CO 
	$16.50
	$33.88
	$ 2.63
	850.0%
	15.7%

	MTP 
	UTILITY-ELEC PWR 


	MONTANA POWER 
	$10.05
	$39.19
	$ 9.70
	11.5%
	11.8%

	PRX 
	DRUGS 


	PHARMA RES INC 
	$37.10
	$38.74
	$ 4.75
	120.7%
	85.2%

	SCRI 
	DRUGS 


	SICOR INC 
	$25.32
	$26.88
	$ 8.06
	23.4%
	10.2%


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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