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Okay, Now What?  

We recently recommended selling some of our high-flying picks into 
the strength of the market.  As we reviewed financial reports and 
trading of companies large and small this week, we were struck by 
something that seems to have occurred in the market that has gone 
unnoticed. 
 
In 2011, the stock market was fickle at best, schizophrenic at worst, 
and volatility was a daily occurrence. However, thus far in 2012, 
volatility seems to have waned, or disappeared altogether.  We have 
had a few big up days but few big down days. Intraday changes in 
investor sentiment seem tempered and the direction of the key 
indices tends to change only incrementally from mid-morning to late 
afternoon.  
 
So, where is the volatility? 
 
We deduce that it has disappeared as we remain with the same gloom 
but less doom in economic data. Plus, after many months of 
squabbling, we have just grown accustomed to the European mess. 
Interestingly, there has not been a material change in the economy 
save for an incremental uptick in employment.  
 
In a sense, it appears that the investing public seems to be drawing 
strength from the relative strength in the market itself, pushing 
volatility to the sidelines. With the exception of the drop on Friday 
due to lower-than-expected GDP numbers, economic statistics seem 
to be taking a back seat to earnings and valuation. 
 
The absence of volatility is great news, but with small cap indices up 
6-7% and large and midcap indices up 4-5%, already this year, what 
happens when earnings season is over in mid-February? 
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We do not have a crystal ball. (It is in storage.) In the absence of 
such a device, we recommend that investors closely monitor volume. 
One hallmark of the stock market rise this month is that volume 
hasn’t really increased much. This “tell” signifies that money is being 
used with little conviction, pending more evidence of a recovery.   
 
Therefore, unless volume at least stays at the same level or 
increases, it could be a ho-hum spring. We would not commit new 
money to stocks until we see tell-tale signs of renewed conviction. 
Once that occurs, hop on board because the train will be similar to 
the great returns of the past 6 weeks.  If stocks head south, 
regardless of volume, take money off the table.   
 
Look, volatility will still be present and fueled by geopolitical 
situations and to a lesser degree by economic statistics.  The reasons 
behind that volatility should be measured against volume and 
valuation. It is also possible that it remains tempered for the near 
future. Nonetheless, for you optimists, volume is your best indicator 
for the next couple of months that another spurt higher is starting, 
and that spurt may longer-lasting as investors will likely have more 
conviction than during the early stages of recovery.  

Are You a Pessimist? This One’s for You 

Benjamin Franklin once wrote: 
 
“But in this world nothing can be said to be certain, except death and 
taxes.” 
 
Well, if you are a true pessimist, what better way to play that 
philosophy than invest in the funeral industry?  
 
Stewart Enterprises, Inc. (NASDAQ – STEI - $6.34) is the oldest 
publicly-traded death care company in North America, and is also the 
second largest provider of funeral and cemetery products and 
services in the death care industry in the United States. The Company 
operates over 200 funeral homes and 140 cemeteries in 24 states, 
with a large presence in the Southern, Western, and Mid-Atlantic 
regions.   
 
Stewart provides a basket of services, including funeral, burial, 
cremation, and pre-need. 
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The Company has a great reputation and with the strength of its one-
site, integrated services approach, Stewart has had a great deal of 
success. In fact, 4Q11 and FY11 results, which were announced in 
mid-December, were the best revenue and earnings Stewart has 
posted in three years. 
 
Revenue for the year was $512.7M and EPS of $0.42. Results were so 
solid across the board that management increased the annual 
dividend by 17%.  
 
Looking ahead, the Company’s “Pre-Need” sales are an important 
driver for Stewart. As of 4Q11, the Company had a backlog of $1.7 
billion, which represents more than 3 full years of revenue.  At 
current levels, the stock is trading near the low-end of its 52-week 
range, with a valuation around 13x FY12 EPS, and a PEG ratio 
(price/earnings ratio/earnings growth rate) of 1.2x. Furthermore, the 
stock’s P/E and PEG ratio are at meaningful discounts to small and 
midcap indices.  
 
The chart, as seen below, is pretty good too. 
 

 
Source: barchart.com 
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Stewart Enterprises’ stock seems attractive, even if it’s business I 
not. While there have been some declines in the popularity of burials 
and a related rise in less-profitable cremations during the past 3 
years, Stewart’s backlog, new marketing and operating initiatives 
should result in continued solid top-line and bottom-line growth.  The 
strong 2011 performance illustrates that the worst is behind the 
Company and investors have a unique opportunity to buy a stock that 
has measurably turned the corner, primed for growth.   
 
We project that the stock could trade 20% higher from here, which 
would still remain below its 52-week high. Even at those levels, the 
P/E multiple is only around 15x FY12EPS. Plus, investors get to enjoy 
an annual 2.2% dividend, to boot. 
 
A cheap death care stock with a nice dividend. STEI is a stock even a 
pessimist could love. 
 
Until next week… 
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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.   
 
The Firm has not been compensated nor does it expect to be compensated for the any research services for any of the companies 
mentioned in this newsletter. 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. 
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