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The Bad p.2
The Wrong P-3 | There is a lot to like about the market and the economy, at least in
certain segments. And, you don’t have to be a glass half-full personality
so see it.
KEY TAKEAWAYS Last week, the NASDAQ Composite and the Russell 2000 Index roared,
= Consumer buying remains solid again, while the increases in the DJIA and S&P 500 were more muted.

)
= China manufacturing and Greece Tis” the season...

fiscal steps are major positives Consumer appetites for automobiles remains brisk and the underlying
= How to play fiscal cliff and ] strength in the space can be seen by the type and level of incentives
geopolitics some of the auto manufacturers are offering customers. This is not a
= Equity fund outflows have been | major surprise given the historically high average age of the nation’s
horrific but should slow cars on the road. The rise in used car prices in recent months and even
= Watch out for your retirement | narrow changes from new car sticker prices to sales prices are also
accounts indicative of strength. The need to buy more autos after Hurricane

Sandy had an impact as well, but the sector has been strong since

F February.
e e

KEY STATISTICS The power of the online buyer is really taking shape as well. Retailers

are finding consumers would rather buy online than visit stores, no

Index Close Yio matter how much the stores entice them to do both. Moreover, the

DJIA 13026  6.6% appetite for electronics is strong, and inventory of some of the most
S&P 500 1416  12.6% popular items remain hard to find, at any price.

NASDAQ 3010  15.5% Which brings us to what could be a very good sign for tech stocks. While

Russell 2K 822 10.9% U.S. manufacturing growth remains anemic, a major gauge in China hit a
. (]

7-month high. This bodes well for stocks with exposure (i.e., employees
(figures are rounded) and sales) in Asia. Plus, there may be some daylight on the European
front with Greece contemplating a bond buyback and Germany

considering a write-off of some of Greece’s debt.

These are all positive signs and catalysts for opportunistic investors.
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THE BAD...

While we do in fact have semi-rose-colored glasses, we take a pragmatic view of the market as well.

Goldman

We anticipate market and small stock gains this month, but investors should be prepared for volatility and
market whipsaws as positive and negative fiscal cliff comments and stories rear their ugly heads. We would
use any big or consecutive daily drops in the market as a small stock buying opportunity.

Let’s be real. The politicians are morons and can’t be trusted but they are not suicidal. Some semblance of
an agreement will be ironed out that will not be met with great excitement. Still, a relief rally should occur
once a resolution is locked away. We are not smart enough to forecast what it would look like and are
concerned that we will not look upon it too favorably. Nonetheless, what is most important is that this

barrier is lifted and we get on with it so we can focus on other issues.

We have a pause in the Middle East violence and that is always a good thing. Investors should still hold onto
oil and gold, as these commodities should continue to do well, especially if violence breaks out again.

And, that is a likely event, as we all know.

What amazes me about this year’s rally is the investor sentiment and investor actions/reactions. For
example, it seems counter-intuitive that we should be up this year when considering how much money each
month is taken out of equity mutual funds. Year-to-date through last week, domestic equity funds had
outflows of over $130 billion. The “best” month has been February, where only $1.5 billion in outflows were
recorded. Amazingly, there has not been a month with positive inflows since April 2011. During months
when we have had smaller outflows, the market has done well, for the most part. Given the massive selling
since August (569 billion), it looks like we are about to moderate on that front for the remainder of
December and the early part of next year, which is a seasonal phenomenon. This data is a great lagging

indicator but can be used as a leading indicator to a degree as well.

The Investment Company Institute, which tabulates this data, released an interesting survey which could
show a changing tide of sentiment. The percentage of retail mutual fund investors under 35 willing to take
on higher risk is now higher than in 2008, before the big financial crisis. Investors over 65 showed a similar
percentage return. Still, the percentage of investors 35-64 willing to take on more risk, which own the bulk of
these assets, is still below 2008 levels. For a sustained rally to occur, we need this group to add on more risk.
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THE WRONG

| try my best not to get political. It is not easy. But, for those of you not familiar with the potential changes to
401(k) plans and IRAs, listen up, as it is exceedingly important not to just the stock market but your net
worth. Here is an excerpt from a story on this scary topic.

“The ever expanding debate on averting financial consequences in early 2013 has refocused attention on
concerns that the coveted 401 k plan and IRAs, long considered the last bastions of private retirement
savings which replaced pensions for most working Americans may be tapped. The plans may be slated for
dramatic changes ranging from limiting deductions, to
retroactive taxation and to possibly include a

nationalization scheme by imposing government
mandated plans on employers with savings allocated
. exclusively to Treasury bonds. “

This would affect roughly 9 trillion in assets. Criminal.

After all, the whole idea behind these plans are that
hey are tax-deferred and to be used as a tool for
retirement savings by benefiting from the tax deferral
characteristics.

Check out this site: www.savemy401lk.com for more
information.

Last week, we highlighted Knight Capital (NYSE—KCG) noting that it appeared to be a slam-dunk it would be
acquired for $3.30—3.60. It looks like it will be $3.50 per share (cash and stock.) We hope you stepped in and
grabbed some early, as it was an easy 20-30%. Hopefully, we will have more for your before year-end.

Until next week....
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Rob Goldman founded Goldman Small Cap Research in 2009. Rob has over 20 years of investment and company research experience as a senior research analyst and as a
portfolio and mutual fund manager. During his tenure as a sell-side analyst, Rob was a senior member of Piper Jaffray's Technology and Communications teams. Prior to joining
Piper, Rob led Josephthal & Co.'s Washington-based Emerging Growth Research Group. In addition to his sell-side experience Rob served as Chief Investment Officer of a bou-
tique investment management firm and Blue and White Investment Management, where he managed Small Cap Growth portfolios and The Blue and White Fund.

Analyst Certification

1, Robert Goldman, hereby certify that the view expressed in this newsletter report accurately reflect my personal views about the subject securities and issuers. | also certify
that no part of my compensation was, is, or will be, directly or indirectly, related to the recommendations or views expressed in this research publication.

Disclaimer

This newsletter was prepared for informational purposes only. Goldman Small Cap Research, (a division of Two Triangle Consulting Group, LLC) produces research via two
formats: Goldman Select Research, which typically highlights small cap and mid cap companies, and Goldman Opportunity Research, which includes micro cap companies.
The Select product reflects the Firm’s internally generated stock ideas while the Opportunity product reflects sponsored research reports.

It is important to note that while we may track performance separately, we utilize the same coverage criteria in determining coverage of all stocks in both research formats.
Please view the company’s individual disclosures for each engagement, which can be found in each company-specific report. All information contained in this newsletter and
in our reports were provided by the Companies or generated from our own due diligence. Our analysts are responsible only to the public, and are paid in advance to eliminate
pecuniary interests, retain editorial control, and ensure independence. Analysts are compensated on a per report basis and not on the basis of his/her recommendations. The
Firm has not been compensated nor does it expect to be compensated for the any research services for any of the other companies mentioned in this newsletter. Please read
the disclaimers found on the initiation reports and updates for compensation disclosure and research subscription terms.

The information used and statements of fact made have been obtained from sources considered reliable but we neither guarantee nor represent the completeness or accura-
cy. Goldman Small Cap Research did not make an independent investigation or inquiry as to the accuracy of any information provided by the Company, or other firms. Gold-
man Small Cap Research relied solely upon information provided by the Company through its filings, press releases, presentations, and through its own internal due diligence
for accuracy and completeness. Such information and the opinions expressed are subject to change without notice. A Goldman Small Cap Research report, note, or newsletter
is not intended as an offering, recommendation, or a solicitation of an offer to buy or sell the securities mentioned or discussed. This report or newsletter does not take into
account the investment objectives, financial situation, or particular needs of any particular person. This report or newsletter does not provide all information material to an
investor’s decision about whether or not to make any investment. Any discussion of risks in this presentation is not a disclosure of all risks or a complete discussion of the risks
mentioned. Neither Goldman Small Cap Research, nor its parent, is registered as a securities broker-dealer or an investment adviser with the FINRA or with any state securities
regulatory authority.

ALL INFORMATION IN THIS REPORT OR NEWSLETTER IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, OR REPRESENTATIONS OF ANY KIND. TO THE FULL-
EST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, TWO TRIANGLE CONSULTING GROUP, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY
OR TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF
THIS INFORMATION BY YOU OR ANYONE ELSE (INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES THAT MAY RE-
SULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST EXTENT PERMITTED BY LAW, TWO TRIANGLE CONSULTING GROUP, LLC WILL
NOT BE LIABLE TO YOU OR ANYONE ELSE UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH RESPECT TO THIS
PRESENTATION OF INFORMATION.

For more information, visit our Disclaimer: www.goldmanresearch.com
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