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Abstract:
So watch the margins, both gross and operating. Gross margins have been falling recently (though they were up slightly in the fourth quarter), but could start to improve. Wal-Mart has been grabbing share from Kmart, which is in bankruptcy proceedings.

Wal-Mart should see earnings grow this year more quickly than sales, predicts Dan Binder of Buckingham Research. That doesn't mean the stock is attractive. But it is likely to be yet another year where it is futile to wait for Wal-Mart to succumb to the Law of Large Numbers, which on Wall Street states that after a while, gargantuan companies can no longer grow. 
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[Today's Market Forecast] 

Up Against the Wal

Waiting for Wal-Mart Stores' growth to buckle under its own weight has been nearly as foolish as shopping elsewhere for lower prices.

The company, which reports earnings today, has managed to discover growth reliably, and is now focusing its efforts on wiping the floor with the supermarket grocery chains. Earnings growth this quarter again is going to be solid.

So watch the margins, both gross and operating. Gross margins have been falling recently (though they were up slightly in the fourth quarter), but could start to improve. Wal-Mart has been grabbing share from Kmart, which is in bankruptcy proceedings.

Wal-Mart is cagey as it moves down the profit-and-loss statement to the operating line. Expenses, particularly insurance and health-care costs, have been rising, hurting profitability. As a whole, expenses may be rising less than last year, however.

Wal-Mart should see earnings grow this year more quickly than sales, predicts Dan Binder of Buckingham Research. That doesn't mean the stock is attractive. But it is likely to be yet another year where it is futile to wait for Wal-Mart to succumb to the Law of Large Numbers, which on Wall Street states that after a while, gargantuan companies can no longer grow. 

Indiana Jones, not Sam Spade 

When Computer Associates reports its fiscal fourth-quarter earnings today, investors will want information about the SEC investigation into the software company's accounting.

SEC probes hurt the share price. But should they? In the olden days, if a short seller had a legitimate fraud in his sights, he rarely held out hope that the agency would move before a company's stock blew up. The saying is that the SEC guys are archeologists, not detectives.

The SEC is busy these days, however. Perhaps the agency is finally going to come down harder on companies with securities law transgressions, given the erosion of public faith in the markets. Unfortunately, the realpolitik view is that the SEC won't be able to get every bad actor.

Probably, it depends on how much of a target a company makes itself. Computer Associates has seemed combative. Investors, if willing to hold their noses, will find some bargains among the investigated.

---

Questions and comments should be sent to tape@wsj.com.

