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DEFLATED EXPECTATIONS?

KEY TAKEAWAYS

= Big week again for megacaps
and the marketing as reporting
season is in earnest

= New policy ideas introduced by
Obama could do more harm
than good, if Europe is any indi-
cation

= Market looking a bit better but
unemployment issue loom
ahead

= Stock picker’s environment
could be fruitful to those that hit
a hole in one

= Golf industry could have a good
start to the year and ELY is the

bellwether
KEY STATISTICS
Index Close 2015
DJIA 17673 -0.8%
S&P 500

2052 -0.3%

NASDAQ 4758 0.5%
. (o]

Russell
2000

1189 -1.3%

(figures are rounded)

OK, we recognize that by now you are sick of the deflate-
gate story and puns, but we had to get at least one jab in.
But, sometimes these ‘scandals’ seem contrived with the
purpose of hyping up an upcoming event, i.e. the Super
Bowl. This may be the situation here. In any case, this ties
into the market and the economy in general as expectations
for 2015 seem to be waning or deflating, if you will.

In case you missed it, the market has had a relatively rough
go of late with the big mega banks missing on 4Q14 financial
results, and lowering expectations for the 2015. As we men-
tioned in last Friday’s Market Monitor, there might be some
market calming this week with The Proctor & Gamble
Company (NYSE — PG) reporting 3QFY15 January 27™. It
is a big week for a few other mega caps across the key sec-
tors of technology and healthcare as well. Apple Inc.
(NASDAQ - AAPL), Facebook, Inc. (NASDAQ - FB),
Google, Inc. (NASDAQ - GOOGL), Microsoft Corporation
(NASDAQ - MSFT) and Pfizer, Inc. (NYSE - PFE) all re-
port this week. Beating or exceeding expectations will be
important, but not nearly as crucial as the guidance these
firms give going forward. The direction of the economy is
difficult to understand, but good news from these big boys
could really help the outlook.

While most experts believe low gas prices are a positive for
the economy, there is no doubt that there have been some
associated side effects for the oil and gas producers as lay-
offs have already begun in earnest. As we have been cau-
tioning since late December, this scenario could have a rip-
ple effect to suppliers, contractors, and other services.
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Deflated Expectations? (cont’d)

With a labor participation rate that has remained close to 63%, a 35-year low, and stag-
nant wages, more layoffs could offset gains made from low gas prices---a point some
politicians just do not seem to understand.

If you watched the President’s State of the Union on Tuesday you would think we were
living in the early 60’s, mid 80’s, or late 90’s, or some other boom time in American his-
tory. The President seems to be undeterred by the latest mid-term election results and
is doubling down on his big government programs and other progressive ideas like the
raising the minimum wage above the market value. No doubt there is always some
overdoing it as far as touting how great things are no matter who is president, but this is
bordering on the ridiculous. In the minds of a lot of Americans, this drives home the
point that we now have to lower expectations and except these big government pro-
grams. Are we becoming Europe?

The EU unemployment rate has been perpetually over 10% for a couple decades and
solidly around 24% for those under 25 years old for many years. The correlation is that
most of Europe has these large government programs and social safety nets in place.
The one European country that ‘gets it’ is Switzerland as far as economic freedom and
limited government programs go and just decoupled from the Euro as well. Is it a coinci-
dence that its unemployment rate for the Swiss Miss nation is just 3.4%? The only thing
we can hope for is that we get the cheap gas bounce and more of these programs that
actually do more harm than good go nowhere over the next two years.

Doom and gloom aside, the market bounced back nicely last week as we predicted, and
this week could be even better as Super Bowl week is upon us. Meanwhile, picking the
right stock in a pure stock picker’'s environment could reap a hole in one while being on
the wrong side is a surefire bet to land a bogey.
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ELY, ELY, Oh!

With that in mind, one industry that seems ready for some change is golf. We have fea-
tured Calloway Golf Company (NYSE — ELY - $7.92) over the last two years or so af-

ter initially highlighting the stock in the Market Monitor in early 2013, and we believe the
stock is primed for the green.

2-Year Chart and 200-day EMA for ELY

(Source: )

N ELY I EMA(200) $7.92 & 011 (-1.37%) V 684,978 Jan 23, 2015  CALLAWAY GOLF CO
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The chart above illustrates that ELY is now trading above the 200-day EMA. The Com-
pany will report 4Q14 and annual results this week (January 29"™) as well. The outlook
for 2015 will be the important factor here. On a side note, Tiger Woods returns to the
PGA next week in Phoenix. Talk about deflated expectations! No one expects the 14-
time major winner to contend which is a serious problem for the sport and for golf re-
lated companies like Calloway. Filling the star power void is almost just as imperative
for the sport as low gas prices for good growth for ELY in 2015. It may be time to pile in
if results are good for the Company this week and Tiger resorts to at least a shell of his
former self.
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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-
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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
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