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First ‘buy’ recommend81|on by Sutro and Co

By SHIRLEY ARMBRUSTER
McClatchy News Service

After watching Gottsc alks Inc.
for the last three years, San Fran-
cisco-based Sutro and Co. is offer-
ing its first “buy” recommendation
on the retailer’s stock.

Jonathan Ziegler, Sutro’s senior
investment analyst who follows re-
tailing, said the Fresno-based chain
is on the threshold of ‘“significant
sales and earnings gains.”

Ziegler issued a brief*™action re-

_port” on Gottschalks earlier this
week and will follow it up with a
thorough analysis after visiting
some of the chain’s stores on Fri-
day.

Prevxously, he had gexpressed
favorable opinions on Gottschalks
and suggested that investors who
already had the stock hold onto it.

“I just feel it’s a very opportune
time” to buy the stock, Ziegler said
in a telephone interview. “Got-
tschalks is well-positioned, con-
trary to most other retailers.”

Gottschalks operates 21 depart-
ment stores and 26 specialty retail
stores in the San Joaquin and Sac-
ramento valleys and the central
coast area, intluding three in the
Santa Cruz County.

The Sutro report comes as good
news to Gottschalks, said Robert E.
Lawson, executive vice president
and chief financial officer.

The chain had excellent
Christmas sales but suffered earn-
ings losses in the second and third
quarters of last year. December
1989 sales rose 24.9 percent to $54.1
million, compared with $43.3
million the previous December.
Sales in stores open a year or more
rose 13.7 percent, a figure Ziegler
calls “remarkable.” Most of the na-
tion’s big retailers had only a mod-
erate holiday season.

Gottschalks lost $1.4 million in
the second quarter and $413,000
during the third quarter of 1989,
but is expected to finish the year
comfortably in the black.

‘...It’s a very
opportune
time. ...
Gottschalks is
well-positioned,
contrary to most
other retailers.’

—dJonathan Ziegler,
investment analyst

The Sutro report reinforces the
position that Donna Hostettler,
manager of research for Crowell
Weedon & Co. in Los Angeles, ex-
pressed last month when she-said
1990 “should be their (Gottschalks )
year.”

Ziegler said investors can take
advantage of the fact that the
number of Gottschalks stores has
more than doubled since the end of
1986 and the end of ‘“negative psy-
chology” in the department
storeapparel sector.

“We believe Gottschalks has the
potential to be a stand-out per-
former in a lackluster industry.”

Another® factor in Gottschalks’
favor, he said, is the San Joaquin
Valley’s healthy economy and
growth.

“Because Gottschalks has don'-
centrated its base of operations in
the San Joaquin Valley ... the
shares also represent a parflc1
pation in the rapid grow

the report.
Retail sales are projected to grow

by 47 percent between 1987 and »’

1995, and home prices are af
fordable, he said.

Gottschalks stock, which is
traded on the New York Stock Ex-
change, closed Thursday at 10%.

§ ‘Lo,
Jected for this area,” Ziegler said in

4
-



