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THE ONLY CERTAINTY 

With the short holiday week and with our Thanksgiving Spe-

cial Report out tomorrow, I am sure you will notice that this 

week’s Guide is shorter than usual. 
 

You have also probably noticed that even as the major indi-

ces achieve new highs, there are a number of conflicting sig-

nals in front of us, thus making decisions regarding any new 

investments a difficult proposition.   
 

Take Asia and Europe for example. Japan’s weak economy 

has taken another step back and the China engine appears 

to be slowing, Much of Europe is also experiencing madden-

ingly slow growth. Yet, the addition of new liquidity into some 

of these markets have helped fuel the current euphoria 

which makes performance forecasting difficult. 
 

In the U.S., despite relatively high valuations, enough stocks 

exceeded Q3 estimates to provide optimistic outlooks for the 

near term despite low morale nationwide, following divisive 

events on the political front.  
 

Against these backdrops, it is important to remember that 

reasonably priced stocks that are primed to generate solid 

returns exist, regardless of season or circumstance. You just 

have to think outside of the box.  
 

Carriage Services, Inc. (NYSE—CSV—$19.62) is as out of 

the box as they come and is the poster child for the old Ben 

Franklin adage: “There is nothing certain but death and 

taxes.”  The death care services stock has performed very 

well, jumping by 400% in the past 4 years alone.  With life 

expectancy increasing each year, one would think that busi-

ness is at death’s door. On the contrary-business is strong 

and CSV could ultimately be a takeover candidate in this ac-

quisition–hungry industry. 
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KEY STATISTICS 

Index Close 2014 

DJIA    17810    7.4% 

S&P 500 
     2064    11.7% 

NASDAQ       4713 

 
   12.8% 

Russell 

2000 
     1172    0.7% 

(figures are rounded) 
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Stock is Too Cheap 

 

According to the Company’s 3Q14 press release: 

“Our third quarter performance was a record on most key performance metrics for what 

has historically been a seasonally low performance quarter. We achieved revenue 

growth of 10.2% to $54.5 million, Adjusted Consolidated EBITDA growth of 14.0% to 

$13.2 million, Adjusted Diluted Earnings Per Share growth of 93.8% to $0.31, and Ad-

justed Free Cash Flow growth of 69.9% to $11.6 million. The record earnings perform-

ance was primarily related to substantial contributions from our Funeral Acquisition and 

Financial Trust segments combined with large reductions of almost $1.0 million in re-

gional and corporate fixed overhead and over $1.0 million in interest expense, primarily 

related to our recent convertible refinancing. 

We believe that the earning power of Carriage will continue to trend higher in the fourth 

quarter and throughout 2015, which combined with a new, full pipeline of high quality 

acquisition candidates, supports raising our Rolling Four Quarter Outlook of Adjusted 

Diluted Earnings Per Share through September 30, 2015 to a range of $1.49 - $1.53.” 

Clearly, CSV is enjoying top-line growth in key segments, greater overall profitability and 

strong income growth from the financial trusts performance.  EPS is expected to jump 

from $0.98 last year to $1.29 this year and then rise another 20% to $1.54 in 2015. At 

current levels, the stock is very inexpensive on a P/E basis, trades at a discount to its 

EPS growth rate and also when compared to typical P/E multiple of other stocks grow-

ing earnings by 20% annually. Based on Friday’s close, CSV trades 20x 2013 EPS, 15x 

the 2014E EPS forecast, and  the consensus 12.7x 2015E EPS projection. As earnings 

growth continues, we believe that this $365M market cap company could trade to the 

$26-28 level, which is still less than 20x 2015E EPS, and below the EPS growth rate. 

While we do not expect a sale of the company during the completion of its own M&A ini-

tiatives, with the key senior management team now in their 70’s, we could see a bigger 

player buy this highly profitable and growing services company. After all, with 164 fu-

neral homes and 32 cemeteries, CSV is no small player.   
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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-
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