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Only 3 Things Are Important This Week 

You gotta be happy about the start of 2012, stock market-wise. 
The S&P 500 up 1.6%, NASDAQ up 2.7% and the Russell 2000 
up a tad as well. And the week was even capped with surprisingly 
strong unemployment numbers. The economy added 200,000 
jobs in December, far ahead of the 150,000 expectation, 
dropping the unemployment rate to 8.5%. 
 
Every once in a while we deem it important to take data very 
seriously, as boring as it might be. For those who really don’t 
care, please feel free to skip to the next two sections. They are 
FAR MORE interesting.  For those of you interested in the 3 
things that will drive the market at week’s end and the early part 
of next week, enjoy… 
 
Pundits, prognosticators, economists, reporters, etc. are going to 
have an absolute field day all week long, talking about all of the 
economic data coming out, plus the early start of earnings 
season. 
 
In fact, there are no fewer than 15 pieces of economic data and 
dozens of companies releasing earnings. While I do not want to 
minimize the importance of a glimpse into both the outlook for 
major industrials like Alcoa (NYSE – AA – NR) and banks like JP 
Morgan (NYSE – JPM – NR.), do yourself a favor. 
 
Tune it out. All of it. Except for 3 reports. The rest might as well 
be just noise, compared to these reports.  
 
A glimpse into earnings is one thing. We have a ton of data and 
arguably the most important comes out on Thursday and Friday. 
This data will assuredly guide the slightly optimistic but fickle 
market. 



 
Goldman Small Cap Research   The Goldman Guide   www.goldmanresearch.com  

     
    Copyright © Goldman Small Cap Research, 2012 
 

 
1.Unemployment 
On Thursday, initial weekly jobless claims for the most recent 
week are due, with the consensus figure hovering around 
375,000, and continuing claims of around 3.58 million. These 
figures are important as last Friday’s unemployment figure is not 
entirely believed by economists.  
 
Expect that number to be revised lower, and as a result, the next 
few weeks’ worth of data could tell the tale of sentiment 
regarding the employment picture. 
 
At the end of the day, if we can see continued improvement that 
will certainly be a boost to stock market sentiment and the 
economy. While we are optimistic that much of the workforce 
reduction the country has experienced is behind us, hiring rates 
remain a problem. So, don’t be fooled by favorable initial jobless 
claims data, as the continuing claims data may provide investors 
with a clearer picture. 
 
By the way, while the employment picture is grim here, the 
European continent has reached 10% unemployment. Ouch. 
 
2. Retail Sales 
In conjunction with employment numbers, Thursday will also be 
the day that the Commerce Department will release retail sales 
figures for December 2011. Consensus is for a .4% rise.  
 
It is simple. Good numbers = good. Bad numbers = bad. 
 
3. Consumer Sentiment 
Friday brings the University of Michigan Consumer Sentiment 
Survey results which are expected to pull a 71.0 on their scale, 
up from 69.9.While retail sales and consumer sentiment go hand-
in-hand, this figure attempts to gauge how we feel about the 
economy.  The interpretation here is to see whether consumers 
not just spent money during the holiday season but feel good 
about the economy’s prospects. 
 
And, remember, it really is about interpretation, not just the raw 
data itself. In any event, these figures will be a driving force for 
not just the end of this week, but likely early next week as well. 
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In Case You Missed It… 

Last week we released updates on SunSi Energies (OTC:QB – 
SSIE – $3.80 – Speculative Buy) and ecoTECH Energy Group 
(OTC:BB – ECTH - $0.30 – Speculative Buy.)  
 
In the case of SSIE, the stars are aligned for the stock to move 
higher as we get closer to a NASDAQ listing. 
 
Out of nowhere, ECTH was awarded a five-year, $60M+ contract 
from a division of a $7 billion in revenue Canadian conglomerate 
to provide fresh food via its groundbreaking aquaculture and 
aquaponics. Our estimates are under review and we believe that 
ECTH could use this as a lever for similar-type contracts wins, in 
addition to its core, biomass-fueled power stations. 
 
Check out these important updates: www.goldmanresearch.com. 
 

Follow the Mo’ 

We happened to catch this story late last week and thought we 
should share the idea… 
 
When a company substantially raises its revenue and earnings 
guidance it doesn’t take a rocket scientist to realize that investors 
should take notice. On January 5th, management of Network 
Engines, Inc. (NASDAQ – NEI - $1.22 – Not Rated) did just that.   
 
NEI is a leading provider of server-based application platforms 
and lifecycle support services for software developers and OEMs 
worldwide. Originally, management projected 1Q12 (Dec 2011 
quarter) revenue of $58 – 63 million and GAAP net income of 
$500K - $1 million. New guidance calls for revenue of $68 – 70 
million and GAAP net income of $1.3 – 1.6 million. 
 
The higher guidance is attributed to larger orders from existing 
customers and the ability to source hardware components that 
management previously forecast would not occur, thus 
potentially delaying a few million dollars worth of shipments. 
 
 
 



 
Goldman Small Cap Research   The Goldman Guide   www.goldmanresearch.com  

     
    Copyright © Goldman Small Cap Research, 2012 
 

 
While the stock traded up 17% on the news, investors may 
expect that the current low valuation supports a even stronger 
move from current levels.  Based on Street estimates NEI is 
trading around 11x the FY12 EPS forecast of $0.11. Historically, 
stocks in this industry trade between 10-11x forward 12-month 
EPS in down years and 15x in modestly up years, such as this 
one.   
 
At a 15x multiple on FY12 EPS, NEI would trade around $1.75, or 
35% higher than its current price.  And that still could be viewed 
as cheap. 
 
NEI is not just attractive on a P/E basis, but small cap value 
investors and technicians alike may gravitate toward this story.  
NEI has $0.47 per share in cash, with no long term debt. 
Therefore, with the stock trading at $1.22, the market is valuing 
a business that generates around $250M in annual sales, at an 
absurd $32M, or 2.5x cash.  
 
Furthermore, the stock is now trading above its 200-day moving 
average of $1.16, and given the recent news, could trend above 
it for some time, providing a bullish signal for chartists. 
 
With an exceptionally strong balance sheet relative to the share 
price, low valuation, and favorable trends, NEI appears to offer a 
great deal of upside, especially if valuations rise, with little 
downside risk.  
 
Until next week… 
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Analyst: Robert Goldman 

Rob Goldman has over 20 years of investment and company research experience as a senior research analyst and as a portfolio 
and mutual fund manager. During his tenure as a sell-side analyst, Rob was a senior member of Piper Jaffray's Technology and 
Communications teams. Prior to joining Piper, Rob led Josephthal & Co.'s Washington-based Emerging Growth Research Group. In 
addition to his sell-side experience Rob served as Chief Investment Officer of a boutique investment management firm and Blue 
and White Investment Management, where he managed Small Cap Growth portfolios and The Blue and White Fund.  
 
 
Analyst Certification 

I, Robert Goldman, hereby certify that the view expressed in this newsletter report accurately reflect my personal views about the 
subject securities and issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
recommendations or views expressed in this research report. 
 
Disclaimer 

This newsletter was prepared for informational purposes only. Goldman Small Cap Research, (a division of Two Triangle Consulting 
Group, LLC) produces research via two formats: Goldman Select Research, which typically highlights small cap and mid cap 
companies, and Goldman Opportunity Research, which includes micro cap companies. The Select product reflects the Firm’s 
internally generated stock ideas while the Opportunity product reflects sponsored research reports.   
 
It is important to note that while we may track performance separately, we utilize 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 each company-specific report. All information contained in this newsletter and in our reports were provided by the 
Companies or generated from our own due diligence. Our analysts are responsible only to the public, and are paid in advance to 
eliminate pecuniary interests, retain editorial control, and ensure independence. Analysts are compensated on a per report basis 
and not on the basis of his/her recommendations.   
 
During 2011, the Firm was compensated by SunSi Energies $8,000 for its research services. Also during 2011, the Firm was 
compensated $8,000 by a third party for research services on ecoTECH Energy Group. The Firm has not been compensated nor 
does it expect to be compensated for the any research services for NEI. Please read the disclaimers found on the initiation reports 
for compensation disclosure and research subscription terms. 
 
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, or other firms. Goldman Small Cap Research relied solely upon 
information provided by the Company through its 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, 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 report or newsletter does not take into account the investment objectives, financial situation, or particular needs of any 
particular person. This report or 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 REPRESENTATIONS 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 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 LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH 
RESPECT TO THIS PRESENTATION OF INFORMATION. 
 
For more information, visit our Disclaimer: www.goldmanresearch.com  

 
 
 
 


