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NEARLY FLAWLESS PREDICTIONS 

Here are two things you don’t 

know. One, it has taken me about 

10 hours to write this week’s edi-

tion. Two, I could have written it 

in four hours if I had bothered to 

look at the past. Let me explain. 

We are at the three-quarter pole 

in the market, with 3 months (or 

one quarter) to go. Let’s not 

mince words. It’s been a bitch 

these past few months, and it 

seems as if no one could have 

predicted the kind of market re-

turns we’ve had this year. Or, so I thought. In fact, if the year 

ended as of Friday, October 2, 2015, one analyst/strategist 

would have almost pegged the returns EXACTLY. 

On December 15, 2015, this analyst predicted the following:  

“The Dow Jones and S&P 500 will reach a peak return of 4% 

and 5%, respectively but we expect a lot of pain throughout 

the year and could even end the year down.  The NASDAQ 

Composite and Russell 2000 Index will peak at an increase 

of 8% and 10%, respectively.“ 

Well, the DJIA peaked at 3% and the S&P reached a 4% 

gain—nearly the exact figures. We indeed have had pain, 

and we are down YTD, and could be down for the year. 

NASDAQ peaked at 10%, the Russell reached a 8%. If 

these returns were reversed, the forecasts would have been 

on the money. 

Who made these predictions? 

Yours truly.    
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The Stock Market Today 

Say What? 

Just the Stats 

Halloween Stock That’s Sweet 

KEY TAKEAWAYS 

 This strategist has perfectly 

called stock performance this 

year and is bullish on stocks 

this quarter 

 Volatility related to Q3 earnings, 

economy, interest rates will dis-

sipate by month end 

 There are many bullish funda-

mental and technical signals 

 This Halloween microcap stock 

is profitable, pays a dividend, 

and is in the midst of a hefty 

buyback program 
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THE MAJOR INDICES 

Index Close 2015 

DJIA    16472    -7.6% 

S&P 500 
     1951    -5.2% 

NASDAQ       4708 

 
   -0.06% 

Russell 

2000 
     1115    -7.5% 

(figures are rounded) 
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The Stock Market Today 

 

Now, that you have digested this information and can’t believe it, here is a link to the 

original prediction nearly a year ago….  

 

(http://www.goldmanresearch.com/Special-Reports/top-15-predictions-for-2015.html) 

 

….which brings us to the stock market today. We are really feeling good about stocks 

this quarter for a multitude of reasons and you should too.      

We just have to hold out and ride the volatility a little longer his month. That volatility will 

be subject to: 

 Q3 Earnings Results. Will the Asian slowdown and currency translation have a mod-

est, negligible, or no impact on S&P 500 Index earnings?  

 Concerns that the poor labor market is a sign of economic weakness. 

 The recent upward Q2 GDP revision signal that the economy is growing briskly. 

 Interest rates. To raise or not to raise, that is the question. 

Index Close 52-Wk Hi 52-Wk Low Hi Date Low Date % off High

% from 

Low Bounce*

% Below 

200-DMA

DJIA 16,472 18,351 15,370 5/19/15 8/24/15 10.2% 7.2% 16.2% -6.5%

S&P 500 1,951 2,135 1,821 5/20/15 10/15/14 8.6% 7.1% 12.6% -5.4%

NASDAQ 4,708 5,232 4,118 7/20/15 10/15/14 10.0% 14.3% 18.0% -4.3%

Russell 2000 1,115 1,296 1,040 6/23/15 10/15/14 14.0% 7.2% 14.8% -8.5%

Average 10.7% 9.0% 15.4% -6.0%

* denotes the percentage index is up from recent low 

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

U.S. Stock Market Index Performance

as 10/2/15
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The Stock Market Today (cont’d) 

 

 

We see a scenario where the Asian slowdown and currency translation issues have a 

negligible effect on stocks, especially relative to updated forecasts, aiding a rise.  We 

see a different economy than most which we will discuss in detail next week. Suffice it to 

say a rate rise is a good thing whenever it comes because growth may not be as strong 

as in Q2 but the recent, poor labor numbers mask other structural positives.  

 

What’s to Like: 

 The S&P 500 Index has had two consecutive down quarters, with Q3 down 6.9%.  

 The S&P 500 and the NASDAQ Composite are now above their 50DMA, a modestly 

bullish signal. 

 After dropping sharply following the poor job numbers, stocks rallied sharply. It’s nice 

to be out of the third quarter. 

 Margin debt is on the decline. 

 According to Factset, the downward revision to S&P 500 Index quarterly earnings 

was 3.5%, lower than the bottoms-up downward revisions for the past 10 years. 

 A recent NY Post article indicated that investors are taking retirement cash out of the 

market—a good contrarian indicator. 

 Most market strategists are bullish about near-intermediate returns for stocks. 

 As we noted  a few weeks ago, stocks don’t retreat in an election year (2016).  

 

What’s Not to Like: 

 Company revenue growth has been anemic and it does not seem likely to change. 

 Currency translation could smack big, multinational stocks. 

 Consumer confidence is down. 

 Unemployment is not getting better. 

 No one really knows what the impact/timing of the Fed’s move will have on stocks. 

 There is no buy conviction in the market. 

 Commodity prices are in the toilet. 

 Geo-political issues abroad and uncertainty at home are not a good thing. 
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Say What? 

 

If you are going to read any of these stories, the last three 

are the most important. The touch policy, big picture and real 

trading issues.  

 

 

 

Marketwatch 

http://www.marketwatch.com/story/those-who-sold-in-may-are-looking-to-return-to-stock

-market-2015-10-02 

I am  fan of the article and concept, but it is a bit early in the cycle. 

Zero Hedge 

http://www.zerohedge.com/news/2015-10-03/stock-market-reaches-key-post-crash-

milestone 

What occurred last week as noted here, and the forecast are in lockstep with what we 

published last week. Keep it in mind… 

CNBC 

http://www.cnbc.com/2015/10/02/meet-etf-public-enemy-no-1-in-this-crazy-market.html 

If you have ever traded in or thought about trading leveraged ETFs, read this. 

The New York Times 

http://www.nytimes.com/2015/10/03/your-money/a-tax-to-curb-excessive-trading-could-

be-a-boon-to-returns.html?_r=0 

All investors/traders should read this. The proposal is dumb, would not impact trading. 

This is progressive? More like repressive. 

Bloomberg 

http://www.bloomberg.com/news/articles/2015-10-03/gulf-widens-between-fed-forecasts

-and-signal-from-futures-market 
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Just the Stats 

 

AAII Sentiment Survey (figures rounded) 

 

  Current   Last Week Long Term Avg 

Bullish     28%      32%        39% 

Neutral     32%       39%      31% 

Bearish     40%      29%      30% 

 

Stocks turned positive by week’s end and once again, it seems as if on cue that the indi-

vidual investors are late to the party or on the wrong side. For the AAII survey, the long 

term average for bulls and bears is the opposite of current sentiment. That is bullish, as 

is the shift in the bloggers in the Tickersense poll below.  As we alluded to earlier, the 

cash leaving retirement accounts is also a tangentially bullish signal. 
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A Halloween Stock That Is Sweet 

 

Each year, published reports tout how much 

chocolate and candy are consumed during the 

Halloween season. While buying a stock in Oc-

tober can be scary for some investors, this 

stock could satisfy your sweet tooth and your 

portfolio. 

Rocky Mountain Chocolate Factory, Inc. (NASDAQ—RMCF—$11.77), headquar-

tered in Durango, Colorado, is an international franchiser of gourmet chocolate and con-

fection stores and a manufacturer of an extensive line of premium chocolates and other 

confectionery products. The Company's controlled subsidiary, U-Swirl, Inc., (OTC: 

SWRL) also franchises and operates self-serve frozen yogurt cafes. As of August 20, 

2015 the Company, its subsidiaries, licensees and its franchisees operated 597 Rocky 

Mountain Chocolate Factory and self-serve frozen yogurt stores in 43 states, Canada, 

Japan, South Korea, the United Arab Emirates, Dubai, Turkey, and Pakistan.  

With a current market cap of around $69M, the stock trades roughly 1.6x revenue and 

under 20x non-GAAP EPS. Revenue in its most recent quarter, announced in July, 

reached $10.4M, with non-GAAP EBITDA of $2.1M and non-GAAP EPS of $0.15.  The 

Company recorded its 4th straight quarter of Rocky Mountain store sales growth and 

declared its 49th consecutive quarterly dividend in September.  The current dividend is 

$0.48 with a yield of 4%, which is a great bonus for investors. Plus, management has 

been authorized to purchase up to $3M worth of stock in the open marketplace. 

The next quarterly results will likely be released in the next two weeks and we believe 

that the repurchase program will re-commence shortly thereafter, since the pre-quarterly 

release quiet period will be over, thus giving the stock a boost. 

The bottom line? RMCF is a way to play Halloween (and Christmas) via a very profitable 

microcap company that trades at a reasonable valuation, with a healthy dividend and a 

stock buyback program. Although it only trades about 10,000 shares a day, we believe 

the stock could approach its $15.60 year high in the next 3-4 months, which is a 32% 

rise from current levels. 

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 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 disclo sure 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.  
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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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