Goldman

SMALL CAP RESEARCH

The Goldman Guide

VOLUME 5| ISSUE 11 | MARCH 16, 2014

INSIDE THIS ISSUE:
Buy ZNGA

March Madness

ARE YOU GAME FOR Bi1G RETURNS?

KEY TAKEAWAYS

= All these IPOs mean one thing-
a market top is near

= There is a way to play one of
the most high profile IPOs in
years by buying a peer ahead
of the IPO

= The IPO will drive all the per
stocks higher ahead of its first
day of trading

= The stock is attractive on a fun-
damental basis as well so long
term gains are in the offing

= March Madness picks will be
out on Thursday

KEY STATISTICS
Index Close 2014
DJIA 16066 3.1%
S&P 500 1841 -0.4%
NASDAQ, 4245 1.6%

Russell
1181 1.5%
2000
(figures are rounded)

| talked ad nasuem about the flurry of IPO filings that have

occurred recently and how that oftentimes is a “tell” for a top
in the market. Sure enough, there have been a series of
even more high profile IPO filings just in the past few days.

Truth be told, the recent IPOs that have been executed have
largely done very well, but good luck trying to get in on
those. Nonetheless, there is a way to play at least one of
these high profile IPOs to make some quick money.

Ever hunger to get involved in a hot IPO but knew you had
no real chance? Do not let it bother you because there are
ways to generate outsized returns with lower risk by buying
stocks in the IPO’s industry ahead of the IPO itself. In this
scenario, we believe that in the trading days prior to and im-
mediately following the scheduled March 26th IPO of King
Entertainment, the wildly popular Candy Crush Saga game
publishing parent, publishing peer Zynga Corp. (NASDAQ —
ZNGA - $5.46) will set new highs.

Zynga last made a series of big moves ahead of the Face-
book (NASDAQ - FB) cycle with titles geared for the right
markets and rose sharply ahead ahead of the Facebook
(NASDAQ - FB) IPO. Recently, the stock has been under
accumulation of late in a favorable response to a recently
announced acquisition. Considering that King Entertainment
is being valued at $7.6 billion in this IPO, it is likely that a ris-
ing tide will lift all boats in this segment, including Zynga,
ahead of King trading. Therefore, short term traders likely
have an opportunity to take advantage of the pending trans-
action by buying Zynga, which itself looks great from the
technical perspective. Moreover, for investors with a longer
term horizon, the fundamentals have dramatically improved
for the company, making a potential upswing a long-lasting
one.
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Buy ZNGA Ahead of King IPO (cont’d)

According to Gartner, mobile games are the fastest-growing segment of the video game
market, with revenue set to nearly double between 2013 and 2015 from $13.2 billion to
$22 billion, and Zynga is a major player in the space. The company is a leading provider
of social game services, which include popular web and mobile franchises such
as FarmVille, Words With Friends and Zynga Poker that are played by millions of con-
sumers around the world. For the quarter ended December 31, 2013, Zynga had ap-
proximately 112 million monthly active users playing its games. Zynga's games are
available on a number of global platforms, including Facebook, Apple’s (NASDAQ —
AAPL) i0S, Google (NASDAQ — GOOG) Android, and Zynga.com.

For the fourth quarter of 2013, Zynga announced better than expected financials, includ-
ing $147 million in revenue and adjusted EBITDA of $3 million, as the company enjoyed
growth in its leading games. In addition, Zynga announced that it plans to acquire lead-
ing mobile game and technology developer, NaturalMotion, thus expanding Zynga's cre-
ative pipeline, accelerating planned mobile growth, and bringing in next-generation tech-
nology and tools. This deal is a clever strategic move for a number of reasons. First, it is
widely believed that the NaturalMotion team is one of the best in the business, bringing
in a track record of success and strong talent. Second, this expands Zynga's creative
pipeline into two new consumer categories -- Racing and People simulation. Third, the
transaction is expected to be accretive to non-GAAP earnings and generate bookings in
the range of $70 to $80 million and Adjusted EBITDA of $15 to $25 million in 2014.

The bottom line is that the pending King IPO is set to drive Zynga to new heights in the
near term and the company’s underlying fundamentals could carry it to the $8 level in
the coming months.

March Madness

The seedings for this year's NCAA Tournament have more questionable pairings than
ever. That makes the start of the basketball tournament even crazier this week. We will
have our picks which are guaranteed to lose, on Thursday morning, prior to your sub-
mission of the all-important bracket for your pools.
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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, 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 experi-
ence 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.

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 for-
mats. 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 INFOR-
MATION, 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 OPPORTUNI-
TIES, 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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