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GOING UP? 

Last week’s Guide 

focused on the fact 

that earnings season 

is upon us and 

would have the 

greatest impact on 

stocks in the near 

term. 

We were 100% on 

target but did not 

even dream that the NASDAQ Composite would jump by 

over 4% in a matter of days! 

It is always amazing to see the pendulum swing so swiftly. 

This is why investors are always encouraged to stay in-

vested at least to some degree because one can never tell 

when or the magnitude of strong bullish moves. I thought 

that the reports would be good and make investors feel bet-

ter about the future and we would all have an opportunity to 

generate nice gains. Wow.  

By now you know that the crazy strong earnings reports from 

Google (NASDAQ—GOOG) and Netflix (NASDAQ—NFLX) 

really helped take NASDAQ to new heights. As you will see 

later in this issue, it has also sparked a major and swift 

change investment pro sentiment which is likely to be with 

us, even if just for a spell. 

 

Afraid or kicking yourself that you missed one of the greatest 

rallies of the year? Don’t be. First, it is not over yet.  Second, 

this move is a good thing for small stocks and they have yet 

to make a move higher commensurate with their larger cap 

growth stock brethren. 

 

INSIDE THIS ISSUE: 

Stocks That Could Rock or Roll 

Say What? 

Just the Stats! 

Movers and Changers 

KEY TAKEAWAYS 

 Big swings higher last week 

were very narrow—it did not 

reach the broader market 

 Health care ad biotech will try 

and repeat the tech perform-

ance but it is likely to be short-

lived 

 Future valuations for big cap 

growth stocks (Like NASDAQ 

100) are now higher than the 

Russell 2000 which indicates 

moves here in conjunction with 

August earnings results 

 Teaching moments: Sentiment 
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THE MAJOR INDICES 

Index Close 2015 

DJIA    18086    1.5% 

S&P 500 
     2127    3.3% 

NASDAQ       5210 

 
   10.0% 

Russell 

2000 
     1267    5.1% 

(figures are rounded) 
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A Flip-Flop, Another Move, Small Stocks Join In 

 

To be clear, last week’s sharp moves higher were 

not necessarily broadly based. In fact, they were 

largely contained to the big names that reported and 

some of their peers. So, if stocks in your portfolio did 

not move much, take comfort that you are not alone 

in this regard.  That does not mean it will not happen 

soon enough, however. 

The first thing likely to happen, we believe is a move 

in big pharma and biotech stocks that release quar-

terly financials this week (such as Celgene—

NASDAQ—CELG and Bristol-Myers—NYSE—BMY). 

Surely, investors will run these shares higher if the earnings results warrant it. However, 

since this group has been on fire for so long, and the 

figures are unlikely to be better than the tech numbers 

from last week, it will probably be a short-lived rally. 

Interestingly, one benefit of the mega-cap NASDAQ 

rally is the way valuations have flip-flopped. For months 

and months, the forward 12-month P/E on the Russell 

2000 Index has consistently been higher than that of 

the NASDAQ 100, which is not unusual. After last 

week, the NDQ P/E is now higher than the Russell! 

(19.6x vs 19.1x) 

This means, that the next group to move is small caps. 

They report later than their large cap brethren anyway 

but for anyone concerned that valuations are getting ahead of themselves during this 

typical short term summer rally, small is good!   

By the way, the small stocks, for the most part have lagged in July, with the exception of 

IPOs. Since most report in August, we see a brief rise higher in general for the next few 

weeks before the usual fall swoon, and end of year jumps.  
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Say What? 

 

This week, we have a combo of news on two key sectors, 

along with very topical news items. 

 

NY Post 

http://nypost.com/2015/07/18/obama-has-been-collecting-

personal-data-for-a-secret-race-database/ 

Wake up, read, withhold outrage until later. 

 

The Washington Post 

http://www.washingtonpost.com/posteverything/wp/2015/07/17/black-america-has-been-

playing-by-white-americas-rules-if-we-want-reconciliation-its-time-for-white-america-to-

share-the-burden/?hpid=z10 

And now, to be fair, another viewpoint...from Jeff Bezos’ newspaper 

 

Marketwatch 

http://www.marketwatch.com/story/abc-denver-affiliate-to-air-first-ever-us-television-

cannabis-commercial-2015-07-17 

Yes, it is a real market and we all better get used to it. 

 

Investor’s Business Daily 

http://news.investors.com/technology/071815-762183-q2-earnings-preview-of-biib-nvs-

bmy-lly-vrx-abbv.htm?ref=HPLNews 

Will they have the same impact on pharma that tech did on tech last week? 
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Just the Stats! 

 

AAII Sentiment Survey (courtesy of AAII.com, figures 

rounded) 

 

Last Week   Long Term Avg 

Bullish 31%   39% 

Neutral 46%    31% 

Bearish 23%    30% 

 

Well, we thought that there would not be much movement from one week to the next in 

the TickerSense Poll. We could not be more wrong! It just goes to show you how quickly 

things change on a dime, including investor pro sentiment. We knew we were reaching 

bottom of the bearish sentiment, but big moves are usually followed by common sense. 

In this case, common sense is likely to mean higher Neutral and lower Bearish ahead 

with few changes in the Bullish category. 
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Movers and Changers 

 

We have hinted at changes ahead in the 

small cap pick we have made this year 

in The Goldman Guide. Now is the time 

to be a bit more specific before we pull 

the trigger.  

Skechers USA (NYSE—SKX—$121.25 

–NR) is one of our big winners, up over 

81% year-to-date. The Company is due 

to release its quarterly financials in the next week. We would be sellers on the news and 

may change our sentiment on the share, due merely to valuation.  The stock currently 

trades 28x this year’s EPS and 22x next year’s EPS.  While that is still cheaper than Un-

der Armour (NYSE—UA), which is on fire, it is above the P/E afforded Nike (NYSE—

NKE) and has been getting pricey for a while. 

Voltari (NASDAQ—VLTC—$9.89—NR), the Carl Icahn-owned company, made another 

big move late last week. It is another “sell into strength” candidate. It reached a cray 

$21.00+ earlier this year and if it approaches $15 let loose! 

Last week, we highlighted a company called Travelzoo (NASDAQ—TZOO) that was due 

to report financials. We cautioned that due to the wide variance in estimates it would be 

very difficult for the stock to rally and that the outcome of its results could be a negative 

surprise. Sure enough, not only were comparisons from last year down, as expected, 

but they did not meet current expectations. Consequently, the stock dove 20%.  

Key Lesson: If there is a wide difference in analyst expectations, especially when it is 

followed by fewer than 5 analysts, there is more risk than meets the eye! 
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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 inves-

tors with market, economic, political and equity-specific insights via an action-oriented, straight to the point approach.  No companies 

mentioned in this newsletter are current sponsored research clients of the Company or its parent, unless noted, With some excep-

tions, 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 experience can be found on our web-

site: www.goldmanresearch.com . 

Disclaimer 

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

Group, LLC) produces 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. Publications in this category include the weekly newsletter The Goldman Guide,  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 microcap research ideas that typically carry greater risks than those stocks covered in Select Research category. It is im-

portant to note that while we may track performance separately, we utilize many of the same coverage criteria in determining cover-

age 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 and information are derived from Yahoo! Finance and other websites or 

sources, as noted. 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 companies 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 Gold-

man Small Cap Research report, update, article, blog, note, or newsletter is not intended as an offering, recommendation, or a solici-

tation of an offer to buy or sell the securities mentioned or discussed. This newsletter does not take into account the investment objec-

tives, 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 securi-

ties broker-dealer or an investment adviser with the FINRA or with any state securities regulatory authority. Statements herein may 

contain forward-looking statements and are subject to significant risks and uncertainties affecting results.  
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Separate from the factual content of our articles about the company featured in this newsletter, we may from time to time include our 
own opinions about the companies profiled herein, their businesses, markets and opportunities. Any opinions we may offer about the 
companies are solely our own, and are made in reliance upon our rights under the First Amendment to the U.S. Constitution, and are 
provided solely for the general opinionated discussion of our readers. Our opinions should not be considered to be complete, precise, 
accurate, or current investment advice. Such information and the opinions expressed are subject to change without notice.  

ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR 
IMPLIED, OR REPRESENTATIONS OF ANY KIND. TO THE FULLEST EXTENT PERMISSIBLE UNDER 
APPLICABLE LAW, TWO TRIANGLE CONSULTING GROUP, LLC WILL NOT BE LIABLE FOR THE QUAL-
ITY, 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 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 UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABIL-
ITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH RESPECT TO THIS PRESENTATION OF INFOR-
MATION. 

 

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