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THE DOG DAYS OF AUGUST 

So we are seven 

months through the 

year and are now 

entering The Dog 

Days of August. 

I refer to this period 

as dog days of Au-

gust rather than 

summer because I 

find that investors 

are more engaged in the market for the entire month of July 

whereas the end of August is really more quiet. 

So what should investors expect and what should you do in 

advance of these moves? 
 

According to our research, August has always been a so-so 

month, performance-wise for the S&P 500 Index. Since 

1950, the average monthly return has been –0.18%.  How-

ever, since 2000, the average return is actually –0.07%.  By 

the way, don’t be fooled by anyone using 20 year perform-

ance figures.  In 1998, the Asian contagion caused a horrific 

-14.58% return which skews the overall average return, to 

the downside.  
 

Interestingly, over the last 20 years, there have been more 

up months than down for August. But, when it is down, it 

tends to be really down...excluding the August 1998 month, 

the other 8 down Augusts retreated an average of 3.5%, 

while the up months rarely exceeded even the 2% mark! 
 

So, here are today, with fears of China slowing, weak com-

modity demand and pricing, European problems, and our 

own issues such as mixed earnings to confound us all.   
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THE MAJOR INDICES 

Index Close 2015 

DJIA    17690    -0.7% 

S&P 500 
     2104    2.2% 

NASDAQ       5128 

 
   8.3% 

Russell 

2000 
     1239    2.8% 

(figures are rounded) 
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Quit With The Negative Waves 

 

In an effort to produce a diverse set of headlines/

stories for our “Say What?” weekly segment, I 

had a great deal of difficulty finding anything 

really positive about stocks. Much of what has 

been written has been beware this, please un-

derstand that, prepare for such and such… 

We even saw something unusual in the results 

generated in the AAII Investor Sentiment and 

TickerSense Blogger polls.  Both surveys not 

only had big changes week over week, but the 

magnitude and direction were virtually in lockstep—to the downside. 

Alas, all is not lost, as evidenced by the strong, across the board earnings reporting last 

week, especially for small cap stocks.   We are not alone in our assessment. Factset is-

sued what could end up being a very prescient earnings estimate review and resulting 

stock performance analysis. Check this out. 

According to Factset, during July, analysts reduced their 3Q15 estimates for the S&P 

500 Index by 1.5% which is substantially lower than the reductions in the first month of a 

quarter on a 1 year, 5 year, and 10 year basis. Over the past year, the average drop 

was 3.2%, 5 years 1.6%, and 10 years, 2.0%. Most important 9 of the past 15 quarters 

which have seen an EPS estimate decline, the average return for the next month is 

nearly 4%!  Typically, if the S&P 500 jumps by 4% in one month, you could see a 6% 

jump in small caps, unless the move is just in the big stock arena.   

So, if you take into account that the AAII and TickerSense surveys suggest only 20% of 

respondents (individuals and pros) are bullish, most of the press is negative on the out-

look, and these stats above, we would be willing to lay odds that August ends up being 

a solid month for stocks—economic catastrophe notwithstanding. 

Perhaps now you should prepare to play the contrarian as stocks start to find their true 

bottom...  
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Ups and Downs 

 

I like to use tables like the one above to put things in perspective. How bizarre is it that 

the DJIA and the Russell are the “worst hit”?  Although the technical indicators on small 

caps remain terrible, we maintain that the bottoming is still occurring while the DJIA is 

just screwed by the hits 

taken by energy stocks, 

among others.  

Meanwhile, the table to 

the right illustrates how the 

top 5 sectors (as compiled 

by BarChart.com) is in the 

health care space. Some 

of them have even come 

back with a vengeance 

after a very short sell-off.  

As tempting as they are, I 

don’t recommend chasing 

these groups unless they 

get cheaper. 

Index Close 52-Wk Hi 52-Wk Low Hi Date Low Date % from Hi % from Low % Below 100-DMA

DJIA 17,690 18,351 15,855 5/19/15 10/15/14 -3.6% 11.6% -1.4%

S&P 500 2,104 2,135 1,822 5/20/15 10/15/14 -1.5% 15.5% 0.3%

NASDAQ 5,128 5,232 4,118 7/20/15 10/15/14 -2.0% 24.5% 2.0%

Russell 2000 1,239 1,296 1,040 6/23/15 10/15/14 -4.4% 19.1% -1.1%

Average -2.9% 17.7% -0.6%

Source: www.BarChart.com, Goldman Small Cap Research

U.S. Stock Market Index Performance
as of 7/31/15

7/31/2015

YTD 1-Month 3-Month

Change Percent Percent

Medical - Drugs 31.61% 73.68% 84.22%

Medical - Hospitals 31.30% -9.98% 27.50%

Gaming 28.11% 7.78% 99.29%

Furniture 26.79% -4.75% -16.34%

Movie & TV Production & Dist 25.30% 11.53% 89.01%

Medical - Biomedical 23.96% 33.62% 34.86%

Medical Services 22.84% -6.74% 34.67%

Building - Residential & Comm 20.27% 26.96% N/A

Internet Software Services 19.78% 15.63% -10.12%

Source: www.Barchart.com

Top Sector Performance

Name
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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 Times 

http://www.nytimes.com/2015/08/01/business/dealbook/

struggling-to-disconnect-from-our-digital-lives.html?

ref=dealbook&_r=0 

Food for thought—for all of us. 

Barron’s 

http://blogs.barrons.com/focusonfunds/2015/07/31/any-bubble-in-biotech-would-hit-

small-caps-hardest/?mod=BOL_hp_blog_fof 

I agree 100%. See why and its potential magnitude... 

Marketwatch 

http://www.marketwatch.com/story/what-the-bull-market-needs-to-keep-going-2015-07-

31 

Doh! This is a pretty bearish outlook so do not get depressed. There are valid points but 

it is more of an attention-grabber than an accurate prediction, in our view. 

Investor’s Business Daily/Seeking Alpha 

http://seekingalpha.com/article/3387675-skechers-may-stagnate-for-a-while 

What we have been hinting for weeks and why we removed it today. 

USA Today 

http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-

payment-default-looms/30983671/ 

Another hiccup in the bull market road. 

http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
http://www.usatoday.com/story/money/business/2015/08/01/puerto-rico-missed-debt-payment-default-looms/30983671/
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Just the Stats! 

 

AAII Sentiment Survey (courtesy of AAII.com, figures 

rounded) 

 

Last Week   Long Term Avg 

Bullish 21%   33% 

Neutral 38%    42% 

Bearish 41%    26% 

 

Huge swing in weekly sentiment (10 points lower for Bulls and 15 points higher for 

Bears.) Lowest bullish figure in six weeks but the big takeaway here is that the volatility 

and macro issues have individual investors spooked. After all, 41% Bearish level is the 

highest AAII has recorded in almost exactly two years! I wonder how that impacts vol-

ume...  

First time in weeks we have similar moves and magnitude of moves for both polls.  

Could that mean upside actually lurks ahead?  
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The Verdict... 

 

As we enter a new month, it is time to make some more change to our Picks and Pans 

list. We are proud to say that even though we had some real stinkers, our average re-

turn (see how calculated on the associated spreadsheet) has been over 13% year-to-

date versus 5.3% for the Russell 2000 Index. Not bad, huh? Now, on to some specifics. 

Yes, it could move another 30 points but we think that the bulk of the run has already 

been made and are removing Skechers USA (NYSE—SKX—$150.45–NR), from our 

Picks list. I know, I know, they beat EPS for the quarter by $0.50 or 33% and it is the 

new darling. I think 120%+ in 5 months is pretty darn good so we are done, for now.   

When does a Buy become a Hold? When it has dropped below fair value. In this case, 

the disappointing JG Wentworth (NYSE—JGW—NR), Global Cash Access (NYSE—

GCA—NR) have dropped to the point where we may not get back to break-even, but 

could remove it from the list at perceived fair value. 

Orbotech (NASDAQ—ORBK—$19.04—NR), reported last week and was up nicely as 

they beat expectations.  The stock has come off big time in the wake of the China selloff 

and now trades less than 10x 2015 EPS of $1.99, despite it is more than double the 

EPS from last year.  If you have patience, you could see $25 in six months or less. 

Glu Mobile (NASDAQ—GLUU—$5.87—NR) is due to report on Tuesday. The com-

pany has some real momentum business-wise and that may be reflected in an upside 

surprise since they have surprised for the past four quarters.  

Speaking of momentum, Calloway Golf (NYSE—ELY—$9.16—NR) has got some 

strength behind it and now trades above most of its DMAs. The new young guard in the 

PGA have helped and Tiger potentially righting himself is also a plus. If the stock can 

get through its 52 week high of $10.20, it could go right to $11.  

Have a good week! 
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The List 

 

 

Stock Pick/Pan Prof Date Orig Price 7/31/15 Return

MSO Pan 1/16/15 $4.77 $6.07 27.3%

ZIXI Pick 1/16/15 $3.71 $4.88 31.5%

ELY Pick 1/23/15 $7.92 $9.16 15.7%

FLWS^ Pick 1/30/15 $7.89 $9.51 20.5%

HRB# Pick 2/6/15 $35.38 $31.55 -10.8%

JGW Pick 2/6/15 $10.24 $8.24 -19.5%

ORBK Pick 2/13/15 $15.87 $19.04 20.0%

INTT Pick 2/20/15 $4.16 $4.30 3.4%

CVU# Pick 2/20/15 $11.87 $11.14 -6.1%

LCI Pick 2/20/15 $63.23 $59.60 -5.7%

LPSN# Pick 2/27/15 $11.54 $9.42 -18.4%

SKX& Pick 3/6/15 $66.79 $150.45 125.3%

VA# Pick 3/13/15 $34.77 $28.53 -17.9%

GLUU Pick 3/20/15 $4.95 $5.87 18.6%

SKUL^ Pick 3/27/15 $10.85 $7.50 -30.9%

VLTC Pick 4/2/15 $2.63 $8.02 204.9%

LBMH Pick 5/3/15 $2.94 $2.15 -26.9%

GCA Pick 5/24/15 $7.84 $5.05 -35.6%

GTIM Pick 6/14/15 $9.31 $8.14 -12.6%

AEO Pick 7/26/15 $17.53 $17.75 1.3%

SC Buy Avg* 13.5%

RUT 2000 1/16/15 1177 1239 5.3%

Source: GSCR, Yahoo!Finance

*excludes pans and FNRG which has been suspended

**Our NT target on FLWS was $10 

***Our NT target on VLTC was $5

# denotes no longer pick as of 5/1/15

 ̂denotes no longer pick as of 5/31/15

&  denotes no longer pick as of 7/31/15

GSCR 2015 Picks and Pans
The Goldman Guide: Small Cap Picks
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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.  

mailto:info@goldmanresearch.com
file:///C:/Users/Rob%20Goldman/AppData/Roaming/Microsoft/Word/Old%20laptop/Local%20Settings/Temporary%20Internet%20Files/Users/smiller.CATALYST/AppData/Local/Local%20Settings/Temporary%20Internet%20Files/OLK5F/NVLT/www.goldmanresearch.com
file:///C:/Users/Rob%20Goldman/AppData/Roaming/Microsoft/Word/Old%20laptop/Local%20Settings/Temporary%20Internet%20Files/Users/smiller.CATALYST/AppData/Local/Local%20Settings/Temporary%20Internet%20Files/OLK5F/NVLT/www.goldmanresearch.com
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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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