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Multi-national conglomerate? Diversified beyond comprehension? Enough off-balance sheet entities to subsidize a small country? Face the wall and spread … your balance sheet! The economy is picking up steam and more corporate earnings are beating expectations. Who cares? Not Wall Street. Instead, the balance-sheet blues  continues on Wall Street. "A company could have great earnings numbers, but any whiff of accounting problems and bingo, it's all over," said Andrew Abrams, who manages hedge funds at CWH Associates Inc. "Right now, you can't own stuff and sleep well. You can only go to bed and say 'Wow, I hope I made the right decision." Just look at shares of NVidia Corp. , which tumbled 8 percent on Friday after the graphics chip manufacturer said regulators were probing its accounting, even after the company posted quarterly profits that more than doubled and raised its financial guidance for the fiscal year. What are investors to do in this corporate witch hunt? We are going to adjust our tried and true value approach while acknowledging Wall Street’s recent aversion against complicated balance sheets or hard to understand income statements. How will we know what “the street” thinks about a particular company? Given the months long barrage of Enron news, we can safely assume that the first analysts are already factoring in much lower than consensus earnings estimates. This will result in a higher variability among estimates since some analysts might catch on to balance sheet or income statement problems while others are not.  This higher variability among earnings estimates can be telling and should be avoided.   

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


Result: 
2,329  (from 8,084) 



2.
For the reasons given above, we want to avoid companies with a high variability in earnings estimates for this year (F1) The earnings variability is expressed as the standard deviation of the current fiscal year EPS estimates as a percentage of the consensus estimate. The further this number is from zero, the more

variable analysts' estimates are. The average stock in our available universe has a value of .02 for this item. Elimination of companies with a high variability in earnins estimates takes place in two steps. First we eliminate companies with positive deviations of more than +5%.


Result:
 1,108
(from 2,329)

3.
We also want to avoid companies with negative deviations or more than -5%. The result of step 2 and 3 should result in a list of companies with relatively uniform analyst opinions that only differ by plus or minus five percent from the consensus.  


Result:
916
(from 1,108)

4.
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:
 467 (from 916)

5.
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:
109 (from 467)
6.
The current market environment is still very much characterized by highly uncertain earnings estimates. 2002 earnings are estimates stated by Analysts with guidance (or not) from the company. 2002 sales of each company are also estimates, however they are easier to analyze, which makes the guessing game a little less hazardous. We like to look for “Real Dollar Sales” per share and divide them into the (always) real dollar price of the stock. ( We want to find stocks that trade for not more than one times their gross revenue per share. Their Price-to-Sales or P/S ratio therefore has to be =< 1.


Result:
7 (from 109)

Results are based on closing prices as of 2/15/02

	Ticker
	Industry
	Market Cap (millions)
	Company Name
	Current Price 
	Beta 
	Average EPS Surprise (Last 4 Quarters)
	P/E (F1)
	Debt/Equity Ratio
	Current Ratio
	Standard Deviation of F1 Consensus as a % of F1 Consensus
	Price/Sales
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	GPC 
	AUTOS-TIRES-TRUCKS 
	5989.71 
	GENUINE PARTS 
	34.58 
	.35 
	-1.42 
	15.66 
	.26 
	3 
	.05 
	.72 

	LZB 
	HOME FURNISHING-APPLIANCE 
	1404.84 
	LA-Z-BOY INC 
	23.12 
	.53 
	-8.63 
	19.73 
	.2 
	3.19 
	.03 
	.65 

	MW 
	NONFOOD RETAIL-WHOLESALE 
	974.83 
	MENS WEARHOUSE 
	23.02 
	1.58 
	-4.13 
	18.72 
	.19 
	3.48 
	.02 
	.73 

	SLC 
	FINANCE 
	8988.16 
	SUN LIFE FINL 
	20.82 
	N/A 
	-.02 
	13.77 
	.1 
	4.94 
	.04 
	.83 

	TECUA 
	MACHINERY 
	886.81 
	TECUMSEH PDTS-A 
	47.98 
	.23 
	4.94 
	13.81 
	.01 
	3.39 
	.05 
	.63 

	UNM 
	INSURANCE 
	7009.88 
	UNUMPROVIDENT 
	28.96 
	.94 
	-2.48 
	10.97 
	.33 
	11.67 
	.02 
	.74 

	WWW 
	APPAREL 
	634.67 
	WOLVERINE WORLD 
	15.28 
	.93 
	N/A 
	13.08 
	.2 
	5.03 
	.05 
	.88 
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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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