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Friday, May 31 2002

The U.S. Dollar has been losing a lot of altitude in recent weeks. Since the beginning of 2002 the Dollar Index, which compares the US currency against other major currencies has lost some 6.5%. In the same time Gold has risen from $280 Dollars to $325 per ounce. Historically, Gold has risen in times of Dollar weakness. The recent Dollar slide is a significant development for international and U.S. based investors alike. When international investors are voting with their feet, it is important to pay attention. A weak Dollar reflects low confidence in future returns of all types of asset classes in this country. In 1995, when the Dollar had reached its last bottom, international investors started viewing investments in the U.S. as an attractive alternative to other regions in the world. The result were massive capital inflows into stock and bond markets, real estate projects and other hard assets. High expectations have now given way to scepticism. Joseph Quinlan, senior global economist at Morgan Stanley, in a recent report notes a "worrisome decline” in foreign demand for U.S. corporate bonds. That demand is an important source of capital inflows that help fund the U.S. current-account deficit, which is running at close to 5% of gross domestic product. Rising risks of corporate defaults, continued pressure on corporate profits and further credit quality deterioration have soured the mood and prevent foreign investors from putting money to work in the US. The chart below shows the total amount of US Treasury paper held by foreign institutions. It seems that US T-Bonds and T-Notes are still somewhat in demand. It is the corporate sector that foreign investors seem to shy away from which is hurting the dollar right now. Treasury paper is usually being held for safety and liquidity purposes.
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Source: weekly publications by the Treasury Department

However, there are benefits to this. Exporters have an easier time selling their wares oversees, which should directly benefit big multinational corporations. So, in the end, it seems that our most disappointing corporate titans like Microsoft, Intel, Cisco Systems and IBM finally have something to cheer about. 

Meanwhile, the economic recovery takes hold. Purchasing Managers are buying again, the consumer is still spending money, new home sales are robust and interest rates are low. So why are stock prices going down and not up? The answer is: Valuations in the big indices are still high and the small-cap/mid-cap sectors had an almost uniterrupted 18 month run already. Whereas a PE ratio of 30 seemd cheap for a technology company in 1999, it is now considered to be expensive, given the fact that the technology sector is just as sensitive to economic ups and downs as every other industry. In addition, accounting issues of all types plague the capital markets. Uncertainty about how to compute “real” or “Core Earnings” as opposed to “Reported Earnings” of any given company make it more difficult to assign a fair value to its stock price. Barron’s for example reports in this weeks edition, that later this year, S&P will calculate and publish core earnings data for the past 10 years. According to preliminary estimates, however, the 500 companies in the index had 2001 core earnings of a combined $28 to $29 per share, much lower than the $38.85 of operating earnings that S&P previously calculated. Go figure! In the meantime, investors are stuck with their own approach to finding “value” in this market of confusion and risk aversity. Here is our approach.
1.
First, we will look for Companies which have already reported earnings for the quarter ending 03/31/02.


Result: 
4,835  (from 8,084) 

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


Result:
 2,845
(from 4,835)

3.
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:
1,068
(from 2,845)

4.
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. Investors should be careful, though. A double digit dividend yield might indicate trouble ahead. It usually means that the stock price has declined substantially. The reasons for this decline should be investigated. It could indicate that the company is having certain problems which also raises the risk of dividend cuts.  


Result:
12 
(from 1,068)

Results are based on closing prices as of 5/31/02*

	Ticker
	Industry
	Company Name
	Current Price 
	Average EPS Surprise (Last 4 Quarters)
	P/E (F1)
	Dividend Yield
	Current ROE
	Debt/Equity Ratio
	Current Ratio
	Last Quarter's EPS
	Price/Sales
Top of Form



	AMC 
	REAL ESTATE 
	AMER MTG ACCEPT 
	13.54 
	N/A 
	8.53 
	10.76 
	N/A 
	0 
	4.19 
	.43 
	N/A 

	BRT 
	REAL ESTATE 
	BRT REALTY TRST 
	13.85 
	N/A 
	N/A 
	7.59 
	10.68 
	.02 
	8.31 
	.44 
	6.26 

	DHULZ 
	OIL-EXPLORATION AND PRODUCTI 
	DORCHESTER HUGO 
	13.45 
	N/A 
	N/A 
	7.85 
	28.68 
	0 
	5.88 
	.17 
	7.73 

	GNI 
	STEEL 
	GREAT NRTHN IRO 
	64.95 
	N/A 
	N/A 
	6.85 
	54.93 
	0 
	4.11 
	.82 
	9.6 

	IAL 
	BUILDING PRODUCTS 
	INTL ALUMINUM 
	20 
	N/A 
	N/A 
	5.99 
	1.8 
	0 
	3.6 
	.09 
	.42 

	LDP 
	INVEST BKRS-MGRS 
	LONDON PAC -ADR 
	.67 
	N/A 
	N/A 
	19.2 
	-165.41 
	0 
	3.48 
	-.15 
	N/A 

	NAT 
	TRANSPORTATION 
	NORDIC AMERICAN 
	14.46 
	N/A 
	N/A 
	13.73 
	9.89 
	.27 
	16.33 
	.14 
	6.84 

	PVR 
	COAL 
	PENN VA RESRC 
	21.35 
	N/A 
	12.77 
	7.83 
	20.85 
	.37 
	13.6 
	.48 
	11.01 

	RGR 
	OTHER CONSUMER DISCRETIONARY 
	STURM RUGER&CO 
	13.86 
	N/A 
	N/A 
	5.8 
	8.42 
	0 
	5.07 
	.17 
	2.08 

	STIZ 
	ELECTRONICS 
	SCIENTIFIC TECH 
	4 
	N/A 
	N/A 
	5.25 
	-4.89 
	0 
	3.78 
	-.02 
	.86 

	TCLP 
	OIL AND GAS PRODUCTION-PIPEL 
	TC PIPELINES 
	24.81 
	N/A 
	10.44 
	8.09 
	16.73 
	.08 
	20.43 
	.66 
	32.12 

	ZIGO 
	MISC TECHNOLOGY 
	ZYGO 
	13.11 
	20.3 
	N/A 
	7.42 
	-4.45 
	.08 
	6.07 
	-.21 
	2.37 

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.






300 N. Lincoln Street, Denver, Colorado 80203

tel. (303) 765-5600, fax. (303) 765-0097

www.calesinvestments.com / www. calesinvestments.com
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