The Goldman Guide

Goldman

SMALL CAP RESEARCH
VOLUME 6 | ISSUE 2 | JANUARY 12, 2015

INSIDE THIS ISSUE:
oi AN OIL IMPORTER’S DREAM?
il Stats
The Plays We may be beating a dead horse here, but it is difficult to not
keep talking about the recent demise of oil and gas prices.
The maijority of the U.S. now enjoys $2.20+ per gallon price
KEY TAKEAWAYS levels at the pump--something | would bet most of us never

Emerging markets that depend
on oil imports could be the chief
beneficiary of sustained low

thought we would never imagine seeing anytime soon a year
ago. The question remains: How sustainable are these low
prices? And: Where can you get the most bang for your buck

energy prices when it comes to trading and investing?

= India, one of the biggest and
fastest growing economies
could be one of the top benefici-
aries

Despite all of its high growth output, emerging Asian mar-
kets, have one major Achilles heel: oil and gas imports. A
majority of these countries depend heavily on importing oil
and gas, and this dependency can be a big barrier to eco-
nomic expansion as long as they have to pay high oil prices.
The table below illustrates the top 10 nations for categories
of imports, exports, production, and consumption last year.

= A country ETF could generate
big returns

= Finance and automotive play-
ers, especially the big names
should attract major buyers this

year
Interestingly, some of the largest Asian emerging nations are
near the top of the consumption and import lists, but no-
where to be found when it comes to production or exports,
with the exception of China. (Japan is not typically consid-
KEY STATISTICS ered an emerging market.) The data from the chart drives
Index Close 2015 home our major point: Oil and gas importers, in emerging

Asia, could be the biggest huge benefactors of sustained
DJIA 17737 0.04% lower prices. Perhaps the biggest benefactor of this phe-
' nomenon is India, which ranked fourth in both consumption

S&P 500 and imports for 2014.
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Rank Consumption Production Imports Exports
1 United States (18,490) | Saudi Arabia (11,726) |United States (7,372)| Saudi Arabia (8,865)
2 China (9,980) United States (11,119) China (5,608) Russia (7,002)
3 Japan (4,695) Russia (10,397) Japan (4,559) UAE (2,544)
4 India (3,450) China (4,372) India (2,460) Kuwait (2,347)
5 Russia (3,395) Canada (3,856) South Korea (2,261) Iraq (2,247)
6 Brazil (2,864) Iran (3,518) Germany (2,225) Nigeria (2,224)
7 Saudi Arabia (2,861) UAE (3,213) France (1,699) Qatar (1,829)
8 Germany (2,389) Iraq (2,987) Spain (1,272) Iran (1,728)
9 Canada (2,352) Mexico (2,936) Singapore (1,220) Angola (1,714)
10 North Korea (2,322) Kuwait (2,797) ltaly (1,216) Venezuela (1,712)

Source: Goldman Small Cap Research

India is in the midst of an enviable growth phase, even by emerging market standards.
The Asian nation reported two consecutive quarters or over 5% GDP growth in 2Q14
and 3Q14, which is well above the global average of just under 4%. Additionally, the
IMF forecasts 6.4% GDP growth for 2015. Sustained lower oil and gas prices could po-
tentially drove this figure even higher this year. High food prices and inflation have his-
torically been an issue in the Indian economy over the last few years but a drop in oil
and gas could help offset these issues as import costs decline and consumer and indus-
trial expenses are reduced, thus freeing up currency to procure and produce more
goods. Therefore, India may be a source of one of the top nation-based ‘oil trades’ this
year.

How can we play this opportunity? Below is the 6-year chart for PowerShares India
ETF (NYSE — PIN - $21.53), which is a proxy for the India market since the bottom the
Great Recession in 2009.
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The Plays

6-Year Chart for PowerShares India ETF
(Source: )
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As noted above, the Indian markets made a great recovery after the worldwide crash,
and are again on a nearly a 45% rise since another bottom in August 2013. Where are
some of the most optimal places to put capital to work in India for 2015?

In addition to a country-based ETF, the banking and finance industry is also an interest-
ing place to look for value in India to take advantage of an upswing in economic activity.
ICICI Bank Ltd. (NYSE — IBN -$11.55) could offer this opportunity. The Company of-
fers commercial banking, retail banking, project and corporate finance, working capital
finance, insurance, venture capital and private equity, investment banking, broking, and
treasury products and services. The stock is currently on a 17% accumulation run over
the last three months with an average of volume of 6 million shares traded per day. A P/
E under 20 is also a decent sign of value. IBN appears to be in the ideal price range
and a great play in the financial service industry in India.
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The Plays (cont’d)

Another sector play in India could be the well-known Tata Motors Limited (NYSE -
TTM - $43.83). The Company has been around since 1945 and manufactures and sells
commercial and passenger vehicles in India and its product portfolio includes compact
cars, midsize cars, and utility vehicles; small, light, intermediate, medium, and heavy
commercial vehicles; vans, trucks, buses, and defense vehicles; and premium, luxury,
and sports cars, as well as all-terrain vehicles. Sustained low oil and gas prices could
drive sales for some of the Companies’ luxury higher margin vehicles, which are typi-
cally less fuel efficient. Margins are an impressive metric for Tata Motors. A gross mar-
gin of 33% and operating margin of 11% versus industry averages of 19% and 6% re-
spectively indicate the firm could ensure that EPS stays in line or even grows as a result
of increased revenue. TTM could climb to $50 this year if the cheap gas scenario plays
out.

There are many potential candidates for the cheap oil trade in 2015, including some oil
companies themselves at some point. In the meantime, we believe that India presents

some of the most exciting prospects.

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, unless noted, With rare exceptions, all companies or investment ideas mentioned in this publica-
tion are publicly traded stocks listed either on the NYSE or the NASDAQ. Goldman Small Cap Research members and contributors’ bios, certifica-
tions, and experience 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. Goldman Small Cap Research analysts are neither long nor short stocks mentioned in this newsletter.

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.

Goldman Small Cap Research has not been compensated for any content in this issue.

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-
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