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KEY TAKEAWAYS


 Stocks are back in play with the
U.S., India, and the Far East
the best plays
 Big caps may have their day in
the near term and the energy
prices situation should create a
stock market pendulum



 In this stock picker’s market,
small caps buying back stock
and exhibiting big EPS growth
will be top performers





 ZIXI could be a strong trade
ahead of its financials results
release
 MSO looks like hell and a
strong sell
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Stocks have been off to a sluggish start over weak oil
prices and contradictory domestic and economic data
and events but this week should begin the bounce investors have been waiting for since the start of the year
Concerns over global economic growth are allayed to a
degree due to higher than expected GDP growth in
China (tepid as they may be going forward on a historical
basis) despite a cut in the IMF global forecast
Last week we noted and selected top performers that
could emerge from India, China and Taiwan due to lower
energy prices and the aforementioned just released data
strongly affirms our sentiment
Europe is in another economic crisis mode but could begin the start of a healthier and renewed foundation with
the introduction of new stimulus initiatives
Recent domestic consumer consumption and growth
data were weak which sent stocks into a tizzy; this data
likely did not yet account for the big decline in energy
prices and should exhibit good growth next month
U.S. stocks are fairly valued making the market a stock
picker's arena, unlike last year
Volumes are not particularly strong but the U.S. should
attract foreign investment due to the equity strength and
lower risk profile of our market, i.e., big caps may outperform small caps in the near term
Index-linked small caps, suffering from “toppy” valuations
and low volumes will be led by cash-rich companies buying back stock and exhibiting higher than average growth
Until oil prices stabilize north of $50/barrel, stock performance will be like a pendulum with big swings led by
the benefits of low energy prices for certain industries
one side, and consumers and lower capital spending and
higher unemployment on the other

(figures are rounded)
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Zix Stock Should Outperform, This Stock Should Not
A former 30-30 Report performer, Zix Corporation (NASDAQ—ZIXI—$3.71) appears
primed to reach approach its 52-week high before the release of 4Q14 and FY14 financials on February 17, 2014. Currently trading right in the middle of its 52-week range
and over 20% below its year high achieved in February 2014, ZixCorp is a leader in
email data protection. ZixCorp offers industry-leading email encryption, a unique email
DLP solution and an innovative email BYOD solution to meet a company’s data protection and compliance needs. ZixCorp is trusted by the nation’s most influential institutions
in healthcare, finance and government for easy to use secure email solutions.
The Company boasts 11,000 corporate customers and a backlog of over $68M, which
compares very favorably to the 2014 $50M and $56M Wall Street sales forecasts.
These customers encrypt over 1M messages every day. We should also note that the
ZIXI’s 3-year contract model represents a strong renewal rate of nearly 90%, which illustrates very high customer retention. One of the reasons for this is the Company’s ZixDirectory which, at 43 million members, is the largest, shared email community. Plus, its
membership is now growing at 100,000 per week.
The Company just announced a new stock buyback which could reach $10M before expiration in July of this year. In addition, management released preliminary 4Q14 results
and foreshadowed lower, future expense guidance due to the successful launch of a
new product during 4Q14. We usually believe that such moves portend lower top-line
and bottom line forecasts but given the way the stock is trading, and the buyback, ZIXI
could be a trading opportunity with the objective of selling into strength just before the
4Q14 financials release date, and thus eliminating risk of lower guidance.
We rarely feature sell recommendations but this one seems obvious. Martha Stewart
Living Omnimedia, Inc. (NYSE—MSO—$4.77) has had financial issues in recent quarters and it is likely that this stock has seen its best days well behind it. Frankly, with the
Wall Street expectation of a 28% revenue decline in 2015 to $100M, it seems a slam
dunk that the current $0.25 consensus EPS estimate will be slashed, especially since it
compares with a likely loss for 2014. Look for the overpriced, $270M market cap MSO to
test its $3.40 lows when results are released.
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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, 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 rare exceptions, 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 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) 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, 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 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 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 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 PRES-

Goldman Small Cap Research

The Goldman Guide

www.goldmanresearch.com

COPYRIGHT ©Goldman Small Cap Research, 2015

