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SUMMERTIME STOCKS 

With the Russell 2000 Index in correction territory and earn-

ings season for the first quarter coming to a close, we 

elected to review recent summer stock performances along 

with associated investment themes. Clearly we are early to 

this game but it will enable you to stay one step ahead of the 

crowd.  

 

Sentiment is Largely Neutral 

The intraday volatility of major indices such as the NASDAQ 

Composite and the Russell 2000 has left a lot of people shell

-shocked at worst and gun-shy at best. There is little convic-

tion in buying and anyone selling is doing so just to de-risk 

their portfolios.  As a result, many investors that were some-

what neutral are now bearish and modestly bullish investors 

are now neutral.  The most recent American Association of 

Individual Investors weekly investor sentiment survey illus-

trates this notion. Nearly 45% of all respondents refer to 

themselves as neutral. The average percentage is typically 

30%.   

Technicians Are Frightened 

For all of the fancy parabolics and stochastics, the 200-day 

moving average indicator is still the one barometer that all 

technicians believe carries the most weight. With the Russell 

2000 Index trading below its 200-day moving average for the 

first time in many quarters, small cap growth investors are 

spooked.  Many small investors have become so pro-

grammed to follow the charts they are dropping out of stocks 

all together until the market turns positive again. That is a 

big mistake as they are missing out on real opportunities in 

small cap value where companies are making money. 
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Summertime Stocks 

Real Investment Themes 

KEY TAKEAWAYS 

 GDP growth is weak. 

 No one is fooled by declining 

unemployment rates anymore. 

The real number is workforce 

participation rate. 

 A tale of 2 markets means big 

NASDAQ names are to be 

avoided but micro caps should 

be accumulated. 

 Blue chips may be the best per-

formers for the interim. 

 The market can’t seem to rise 

without help from housing. 

 We may not see a sustained 

rally until after midterm elec-
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KEY STATISTICS 

Index Close 2014 

DJIA    16583    0.1% 

S&P 500 
     1878    1.6% 

NASDAQ       4072 

 
   -2.5% 

Russell 

2000 
     1107    -0.5% 

(figures are rounded) 
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With Earnings Season Over, Now What? 

 

Earnings season for 1Q14 is coming to a close this coming week, and the chance to 
take advantage of some „good news pops‟ maybe closing in what is becoming a side-
ways to bearish market.  The question is what will the summer, and the rest of the year 
bring for investors and traders?   
 
It is becoming apparent that many believe that it may take a couple of months before 
sentiment about the second quarter provides enough interest in stocks to drive the mar-
ket higher. Therefore, for those still actively engaged, a lot of homework regarding 
valuation and growth drivers will have to be performed in order to find the right stocks to 
buy.  After all, there will not be any real news to help change the momentum.  

The figure below illustrates the annual, „summer‟, and end of the year gains/losses for 
respective market indicators since the start of this bull run in 2009.  As with any of these 
types of charts, past history does not indicate future results. 
 

Annual and Seasonal Market Gains/Losses 2009-2013 

 

 
* June 1 - August 31 

** September 1 - December 31 
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Think About Buying  

 

Don‟t Go Bunker, Start Buying 

The reality is that with so many investors neutral to bearish there may not be more than 

a 10-15% downside in many individual stocks.  Therefore, the real money may be made 

by dipping your toes back in the water.  Even though housing stocks and others in re-

lated sectors have not performed well, an interesting market phenomenon could portend 

a positive turn in stocks. As of Friday morning, the top 5 big gainers were all industrial, 

economically-sensitive plays.  Since these stocks often lead us out of corrective phases, 

it is a good idea to explore riding this wave to new levels as a precursor to a more favor-

able market environment. 

Plus, as valuations in the small cap space continue to decline, larger, cash-rich competi-

tors may seek to acquire some of these stocks, creating a new base from which stocks 

in attractive segments could rise.  Since we have not yet seen the real capitulation sell-

ing on big volume, sitting on the sidelines is not such a bad idea. However, when vol-

umes jump in conjunction with market declines,  the accumulation phase will begin. 

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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