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MARKETS LAST WEEK

Dow ind. £ 145.70 to 10,449.14
S 4 17.42101,211.86
Nasdag 4 55.51t02,112.88

Amex = 4 6.271t01,561.01
NYSE 4 84.99 to 7,330.58

Joumal News Bloomberg index
The index reflects the collective
stock price
performance of
public companies
in Westchester,
Rockland and
Putnam counties.
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change change

+ 2.08% + 10.19%
Price /Earnings Dividend
Ratio: 29.09 Yield: 1.83%

Source: Bloomberg News

John Comell/The Journal News

For a look at how local stocks
performed last week. 3D

shifted from bank debt to home-equity
loans that carry a lower rate. Consumer
credit, or non-mortgage loans to individu-
als, fell $3 billion, or 1.7 percent at an annu-
al rate, to $2.127 trillion in May, the Feder-
al Reserve said Friday. Total credit fell for
the first time since November 2003 and by
the most since a $5.4 billion decline more
than 14 years ago. The drop was led by
non-revolving debt, such as car loans,
which fell $3.8 billion, the most in 13 years.
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! ave a lot of mortgage- cing activity,

~ youseeadeclinéin consumer'debtbe-
cause of debt substitution.” House prices
are at historic highs and consumers are
choosing home-equity loans pegged to
falling mortgage rates over more expen-
sive credit-card and consumer loans.

Rate hike expectations
boost Canada’s dollar

The Canadian dollar rose to a three-
month high last week after the govern-
ment reported the unemployment rate
dropped to a five-year low, supporting
speculation the Bank of Canada will raise
interest rates this year. The currency has
gained against all 16 of the other most ac-
tive currencies tracked by Bloomberg,
buoyed by the second-best economy
among the Group of Seven industrialized
countries and record oil prices. Canada’s
dollar “is the perfect storm for what peo-
ple want,” said T.J. Marta, senior curren-
cy strategist at RBC Capital Markets in
New York. “You've got yield and you've
got commodities.” The currency rose to
82.03 U.S. cents at 5 p.m. Friday in
Toronto, the highest since April 5, from
81.42 cents Thursday. One U.S. dollar
buys C$1.2190. The currency has appre-
ciated about 25 percent against the U.S.
dollar in the past three years.

Money funds increased
$7.25 billion in latest week




Tiny Volumetric comes up big

VOLUMETRIC, from 1D

ments full time. The venture even-
tually became the Volumetric
Fund in Pearl River. The 10 initial
investors have since ballooned to
more than 1,000.

“We’d always like to be bigger
and have more shareholders,”
Gibs said. “But we don’t market it.
Most people come to us by word
of mouth. The result has been nice
and steady growth.”

In the $7 trillion universe of
10,000 mutual funds, Volumetric
is a midget little known outside of
its home market of Rockland
County. Volumetric’s $23 million
in assets, for example, are a tiny
fraction of the $55 billion at the Fi-
delity Magellan fund, one of the
most widely held mutual funds.

But Volumetric and other small
funds have proven that you don’t
have to be big to be successful.

Volumetric has averaged a gain
of 11.3 percent a year since 1979.
During the past five years, Volu-
metric’s average annual gain of
nearly 5.3 percent placed it in the
top 8 percent of multi-cap mutual
funds and far ahead of the S&P
500 (-2.3 percent a year) and gi-
ants such as Fidelity Magellan
(4.2 percent), according to
Bloomberg News.

Gibs said one reason for Volu-
metric’s good performance is a
stock selection methodology that
has worked well in up and down
markets.

“It doesn’t matter whether the
market goes up or down,” Gibs
said. “Even in a down market,
there are stocks that will go up.”

As the Volumetric name im-
plies, Gibs focuses on trading vol-
umes as an indicator of money
flowing in and out of stocks. The
fund looks for stocks that went up
the previous day or week on un-
usually heavy volume. That vol-
ume pickup can indicate positive
momentum for the stock is build-
ing among investors. His invest-
ment philosophy is based on a the-
sis he developed as an MBA stu-
dent at Pace University in 1974.

“The price of a stock alone

doesn’t tell the whole story,” Gibs
said. “If you look at the volume,
however, it tells you about supply
and demand. It can tell you where
the smart money is going.”

Each day, Volumetric’s comput-
ers screen about 6,000 stocks after
market closes to find roughly 40
stocks with unusually heavy trad-
ing volumes. Further analysis nar-
rows the list to six or seven stocks.
In addition to volume, Gibs looks
at earnings prospects, debt levels,
valuations and other factors when
picking stocks.

“If stock has too much debt, we
shy away from it,” Gibs said.
“Take airlines. We won’t buy most
airlines because they have too
much debt.”

Gibs also is not afraid to move
money to the sidelines during bad
times. During unfavorable mar-
kets, the fund has kept 40 percent
of its assets in cash. Right now, the
fund is moderately bullish with a
cash position of 9 percent.

“Rising interest rates and oil
prices have put pressure on the
market this year,” Gibs said. “I ex-
pect the second half to be better
because the economy is still good.
GDP growth is still good. Unem-
ployment remains low by histori-
cal standards.”

The fund, which holds stocks
for nine months on average, sells
a position when weakening trad-
ing volume trends suggest that de-
mand for the shares is lagging.
The fund’s portfolio generally has
about 80 to 85 stocks.

“There is definitely no emotion
in it,” said Irene Zawitkowski,
president of the fund. “What you
are really doing is following the
numbers.”

Zawitkowski got to know Gibs
in the 1970s when they worked to-
gether at the chemical company.
She was then an accounting man-
ager as employees pooled their
money for Gibs to invest.

“We wanted to start a little in-
vestment fund,” she recalled. “Gabe
picked the stocks and I did the
books. ... It just grew from there.”

These days, the fund still shows
off its humble roots. Unlike other

funds that are based in fancy office
parks, Gibs spends his day in a no-
frills office that adjoins his home
in Pearl River. A home office not
only keeps overhead low, he said,
but is convenient.

“You don’t have to travel much
and you are always in business
whether it is snow, rain or shine,”
Gibs said. “We don’t need a big of-
fice because it is more like a mail-
and-phone business.”

Zawitkowski joined the fund
full-time in 2001. She said that be-
ing small is an asset.

“I think that we both like it that

way,” she said. “Not that we know _

all of our shareholders, but we cer-
tainly feel like we know many of
them. When they call, you can al-
most recognize their voices. You
know sometimes when their chil-
dren are getting married.”

About two-thirds of the fund’s
investors live in Rockland or the
New York metro area. To appeal
to the small investor, the fund re-
quires a minimum investment of
only $500.

“My hair stylist is in the fund,”
Zawitkowski said. “Gabe’s barber
is in it. Friends. Relatives. A lot of
it has been through word of
mouth. ... Many people who have
come into the fund are in the stock
market for the first time. They
have discovered that it is not just
for rich people.”

Walter Rubinstein, a retired
teacher who lives in Pearl River,
said the fund has been a good
choice for someone like himself
who doesn’t follow the market
closely.

“I have been investing with
them for 15 years,” Rubenstein
said. “I always felt the fund has
done better for me than I could do
individually in the market.”

Gibs said that he has no plans
to retire.

“But if something happens to
me, there is someone here who
can continue managing it,” he
said, referring to Zawitkowski.

Reach Jay Loomis at
jloomis@thejournalnews.com
or 914-694-5041.




