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SCARY MARKET OFFERS MISERY AND HOPE 

I feel like an ass. I wrote two weeks ago that the market was 

fragile and on the verge of cracking  However, I thought that 

it might not occur until this week, and to make matters worse 

I wrote a negative piece on the market on Thursday for 

TheStockJunction.com, highlighting some of the very things 

that occurred in the bloodbath on Friday. I had planned on 

featuring it this week in anticipation of the slaughter, but oh 

well. Lesson learned—I will include it in the Market Monitor 

next time. 

Meanwhile, what lies ahead is a lot of pain, with some op-

portunity if you play your cards right. 

The market cracked big time on Friday due to concerns in 

Asia which has continued this past weekend and is looking a 

lot like the Asian Contagion of 1997, minus the currency 

problem. This likely means it will not be as painful or as sus-

tained. Still, stay away from Asia and stocks reliant on the 

region, for the near term.  

Stocks have been largely directionless for weeks and that 

had us concerned. To make matters worse, the S&P 500 

closed at the low of the day and on extremely heavy volume. 

Clearly, there was conviction on the sell side while there had 

been anything but on the buy side.  

Truth be told, we may have a lot more to worry about than 

just economic and market troubles in Asia. Here in the U.S., 

we may be on the verge of another budget impasse and the 

Fed will likely near the concluding stage of its debt buying.  

At leaser we can have confidence in the current medical 

marijuana attention, as savvy investors know that profits 

abound in the sector. Separately. ―good news‖ for the short 

term is in the form of what we learn about stocks and the 

economy by the end of the week, and here’s why.  
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KEY STATISTICS 

Index Close 2014 

DJIA 15879 -4.3% 

S&P 500 
1790 -3.1% 

NASDAQ 4128 -1.2% 

Russell 

2000 
1144 -1.7% 

(figures are rounded) 
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Scary Market Offers Misery And Hope 

 

This week is what I refer to as the ―Compass of the Stock Market.‖  This compass will 

tell us the direction of the market going forward this quarter. This last week of January 

will feature no fewer than 130 members of the S&P 500 Index reporting their quarterly 

financials, beginning with Caterpillar (NYSE – CAT) before the market open and Apple 

(NASDAQ – AAPL) after the market close. Other notable companies reporting this week 

include Visa (NYSE -V) and ExxonMobil (NYSE – XOM).   

Make no mistake. The results themselves, the future guidance proclaimed by these 

companies’ management teams, and how all of the information is digested by Wall 

Street will serve as a major aspect of the market’s direction for this quarter. Interestingly, 

the S&P 500 Index and Russell 2000, are just about even for the year. This is odd due 

to the fact that the consensus sentiment is that large cap stocks are undervalued rela-

tive to small caps. Perhaps institutional investors are waiting to see confirmation of 

strong financial results before going all in. Or, conversely, are prepared to sell if the 

numbers disappoint. 

With many of the small caps not slated to report quarterly results until February, any 

strong move in either direction could affect large caps only, at first. If that is the case, 

savvy traders would be wise to follow the trend of the big caps even though it may ap-

pear small caps should be unaffected.  Crises notwithstanding, stocks are clearly at fair 

value. We know this by comparing historical valuations to growth rates and current ra-

tios are placed side-by-side with today’s metrics.  And that is not a good thing, but a sell-

off could right-size stocks for us all, which may be what investors want.   

In addition to the extremely heavy earnings calendar, the economic calendar is also 

heavy with key economic reports, especially on the consumer side. On Tuesday,  the 

Consumer Confidence Index is released and it is a crucial measure that attempts to 

forecast trends  in retail and consumer related stocks.  The index rose 6.1 points in De-

cember to 78.1, which was a moderate increase, and a general indication that the econ-

omy is improving slowly.  On Friday, the University of Michigan’s Consumer Sentiment 

Index is released as well an uptick could benefit consumer discretionary stocks and 

other retail related stocks, or at least stop the bleeding in stocks.  The figure below 

shows cyclical consumer attitudes over the last two years or so, with a disappointing 
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One to Buy and Two to Sell 

 

University of Michigan Consumer Sentiment Index – January 2009 – Present 
Source: WSJ Online 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

We are not exactly bullish on the retail sector and recommend selling 2 stocks in particular. 

Target (NYSE—TGT) continues to receive fallout from the credit card thievery and it is 

likely the stock suffers, even if only incrementally. Zumiez (NASDAQ—ZUMZ—$22.19) is a 

specialty retailer focused on skateboarding, snowboarding, surfing, etc. and has been 

trending down recently. The stock may be the unfortunate recipient of  tragedy over the 

weekend. Two employees were killed in one of the stores in a Baltimore suburb (along with 

the gunman) and it is possible that sentiment in the near term will rock it as well. Perhaps it 

becomes a buy fundamentally down the road, but certainly not today. 

 

On the plus side, we recommended 1-800 Flowers.com (NASDAQ—FLWS—$4.92) in The 

30-30 Report around the time last year and it was a huge winner for us. In the past 3 years, 

the stock has risen sharply ahead of its important day of the year, Valentine’s Day, and it 

could indeed be a good buy at current levels, as it trades around 14x June FY15 EPS.  
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The Uncensored Sensibility 

 

Congratulations, FBI....you just solved the GOODFELLAS crime... 

Last week, the FBI arrested five men in the New York area for their involvement in the Luf-

thansa Heist of 1978, which led to the famous book by Nicholas Pileggi and Henry Hill and 

the iconic movie GOODFELLAS. Jimmy Burke, Jimmy Conway in the movie, was the ring-

leader of this world famous caper, and he died in prison almost twenty years ago.  A tip to 

go digging in the backyard of a home once owned by Burke led to the arrests. What makes 

these five indictments special is that this is the first time anyone has actually been charged 

specifically for this actual monumental crime...five million in cash and one million in jewelry. 

Remember its been 35+ years, so that six million total is considerably more in today's 

money. The New York Yankees just agreed to pay a 25 year old Japanese pitcher who has 

never thrown a pitch in the Major Leagues 155 million dollars......and they call THIS a rob-

bery? 

Organized crime as it was known as years ago has not vanished, but though still alive, its 

piece of the crime pie is a sliver compared to generations past. Organized crime today has 

a more English-sounding name than Mafia or Cosa Nostra. It is called government. Meyer 

Lansky in his wildest dreams could never fathom the outright theft perpetrated on the 

American people on a daily basis by governments on Federal, State, and Local levels to-

day. The lavish lifestyles of so many politicians would make the usually discrete crime 

bosses blush, but even the Dapper Don would look with amazement at the jet setting life-

style of so many of America's 'leaders.' 

So, congratulations to the New York FBI office, which by the way has always been consid-

ered the cream of the crop on these matters, but perhaps future digging should 

be focused on the crime bosses of today They are easily spotted, they are the ones asking 

for your vote. 

 

Have a great week! 
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Launched in May 2010, The Goldman Guide is a free weekly publication of Goldman Small Cap Research and is written by Founder Rob Goldman 

with contributions from the GSCR contributor team. This non-sponsored investment newsletter seeks to provide investors with market, economic, politi-

cal and equity-specific insights via an action-oriented, straight to the point approach.  No companies mentioned in this newsletter are current spon-

sored research clients of the Company or its parent, With rare exceptions, all companies or investment ideas mentioned in this publication are publicly 

traded stocks listed either on the NYSE or the NASDAQ.  Goldman Small Cap Research members and contributors’ bios, certifications, and experi-

ence can be found on our website: www.goldmanresearch.com . 

 

Disclaimer 

This newsletter was prepared for informational purposes only. Goldman Small Cap Research, (a division of Two Triangle Consulting Group, LLC) pro-

duces non-sponsored and sponsored (paid) investment research.  Goldman Small Cap Research is not affiliated in any way with Goldman Sachs & 

Co.  

The Firm’s non-sponsored research publications category, Select Research, reflects the Firm’s internally generated stock ideas, along with economic, 

industry and market outlooks. In virtually all cases, stocks mentioned in Select Research offerings are listed on the NYSE or the NASDAQ. Publica-

tions in this category include the weekly newsletter The Goldman Guide,  daily Market Monitor blogs, Special Reports, and premium products such as 

The 30-30 Report.  

Opportunity Research reports, updates and Microcap Hot Topics articles reflect sponsored (paid) research but can also include non-sponsored micro 

cap research ideas that typically carry greater risks than those stocks covered in Select Research category. It is important to note that while we may 

track performance separately, we utilize many of 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 company-specific Opportunity Research reports, updates and 

articles.  

All information contained in this newsletter and in our reports were provided by the companies mentioned via news releases, filings, and their websites  

or generated from our own due diligence. Economic, market data and charts are provided by a variety of sources and are cited upon publication. Stock 

performance data is derived from Yahoo! Finance. Our analysts are responsible only to the public, and are paid in advance to eliminate pecuniary 

interests, retain editorial control, and ensure independence.  

The information used and statements of fact made have been obtained from sources considered reliable but we neither guarantee nor represent the 

completeness or accuracy. Goldman Small Cap Research did not make an independent investigation or inquiry as to the accuracy of any information 

provided by the Company, other firms, or other financial news outlets. Goldman Small Cap Research relied solely upon information provided by com-

panies through 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, update, article, blog, 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 newsletter does not take 

into account the investment objectives, financial situation, or particular needs of any particular person. This 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 REP-

RESENTATIONS OF ANY KIND. TO THE   FULLEST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, TWO TRIANGLE CONSULTING 

GROUP, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS,   RELIABILITY OR TIMELINESS OF THIS INFORMA-

TION, 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 RESULT 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 UN-

DER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH RESPECT TO THIS PRES-

ENTATION OF INFORMATION. 
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