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Investors are finding this earnings season to be extremely frustrating. Companies have been guiding earnings estimates lower all year, they finally report their earnings, many of them even manage to match the estimates, and what do investors do? They keep on selling the stock. Microsoft for instance said on April 18, 2002 that net income in its fiscal-third quarter, ended March 31, rose to $2.738 billion, or 49 cents a share, up 12 percent from $2.451 billion or 44 cents in the year-ago period. According to a survey of analysts conducted by Thomson Financial/First Call, analysts had expected the company to earn 51 cents a share, on average. The stock then tanked in after hours trading because the headlines read “ Microsoft misses earnings target”. The next morning, the stock opened for trading and rallied back to its previous day close. One time after-tax charges of  $806 Million and one time after-tax gains of $847Million seemed to offset each other. However, it took investors a full twentyfour hours to figure out what was “real” earnings and what was “virtual” earnings. Welcome to the post-Enron era of investing. 

Many companies have reported earnings by now and the pattern seems to be that earnings expectations are being met or even slightly exceeded. That’s the good news. However, managements frequently lower their guidance for revenues and profit margins in coming quarters. That’s the bad news. 

The recent improvements in the economy have not translated into better corporate earnings, yet. Barron’s estimates that S&P 500 earnings for the first quarter of 2002 could fall by 12% compared to the first quarter of 2001. Still, the trends are improving. Charles Hill, director of research at Thomson Financial/First Call estimates that this quarter will see an actual increase in earnings compared to the fourth quarter of 2001. The first sequential increase in earnings since 2000. 

So, who should we believe? Charles Hill, who goes strictly by the evidence of hard numbers and who seems to see light at the end of the tunnel? Or should we believe the corporate CEO’s who also go strictly by the numbers and who are seeing further weakness down the road? Given the fact that these are mostly the same CEO’s who did not see the downturn of 2000 coming, I would put my money on the economy and Mr. Hill. Many Large Capitalization stocks are still no bargain, while the Small and Medium Cap Value stocks have had a tremendous run already. All we can do in this situation is try to find companies with solid fundamentals and low valuations. However, this time we try to eliminate surprises by restricting our universe to those companies who have already reported their numbers for the first quarter of 2002.        

1.
First, we will look for Companies which have already reported earnings for the quarter ending 03/31/02.


Result: 
2,506  (from 8,084) 

2.
Market participants have been asking lately not for “return on investment” but for “return of investment”. One way to recover your investment dollars is by means of dividends. Dividends were “outlawed” during the late ninety’s because investors wanted managements to reinvest the profits into the company to grow the business. Times have changed and investors want dividends again. Today, we are looking for companies that pay at least a 5% dividend.  


Result:
97 
(from 2,506)

3.
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 wish to find companies whose shareholders equity is at least twice as large as the outstanding debt. Debt/Equity <= 0.5


Result:
 18
(from 97)

4.
We also want to ensure that the remaining companies have adequate short term liquidity to meet their current obligations in a slow economy. We look for companies that have a Current Ratio (current assets divided by current liabilities) of greater than 3.  

Result:
6
(from 18)

Results are based on closing prices as of 4/26/02*

	Ticker
	Industry
	Market Cap (millions)
	Company Name
	Current Price 
	52 Week High
	52 Week Low
	Dividend Yield
	Debt/Equity Ratio
	Current Ratio
	Last Quarter's EPS
	Last EPS Report Date (yyyymmdd)
Top of Form



	ANK 
	UTILITY-TELEPHONE 
	64.33 
	ATLANTIC TELE-N 
	12.9 
	14.9 
	11.12 
	6.2 
	.06 
	2.35 
	.4 
	20020424 

	GNI 
	STEEL 
	92.78 
	GREAT NRTHN IRO 
	61.85 
	76.9 
	60 
	7.11 
	0 
	4.11 
	.82 
	20020418 

	HR 
	REAL ESTATE 
	1244.61 
	HEALTHCARE RLTY 
	29.72 
	31.75 
	23.95 
	7.94 
	.5 
	6.62 
	.44 
	20020425 

	NAT 
	TRANSPORTATION 
	142.69 
	NORDIC AMERICAN 
	14.7 
	21.7 
	13.01 
	13.4 
	.27 
	16.33 
	.14 
	20020412 

	RGR 
	OTHER CONSUMER DISCRETIONARY 
	350.65 
	STURM RUGER&CO 
	13.03 
	13.7 
	8.88 
	6.14 
	0 
	5.28 
	.17 
	20020422 

	TCLP 
	OIL AND GAS PRODUCTION-PIPEL 
	370.8 
	TC PIPELINES 
	25.24 
	27.24 
	23 
	7.92 
	.08 
	19.15 
	.66 
	20020418 

Bottom of Form




To Learn More About These Stocks, Or For Advice On How To Achieve Any Of Your Specific Investment

Objectives, Call Hermann Vohs, 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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