
 

 

The Goldman Guide 

Goldman Small Cap Research The Goldman Guide www.goldmanresearch.com 

COPYRIGHT ©Goldman Small Cap Research, 2014 

SECRETS OF STOCK MARKET SUCCESS 

I am probably going to get in a lot of trouble for this week’s 

topics from fans and haters alike. But, there are times when 

certain events get my blood pressure rising which prompt 

me to throw in the proverbial towel and speak my mind. This 

is one of those times. 
 

I am here to tell you that everything you have been taught, 

read, or heard about successful investing is B.S. Not only is 

it easier to make money than you have been told but you 

might as well trash all of the information regarding ratios, 

metrics, Bollinger bands, and stochastics, too  
 

The world of investing is dominated by extremely smart indi-

viduals. And most of them are a-holes, by the way. Many 

have serious self-esteem issues yet feign egos that can’t fit 

into  an open-air stadium. They spend all of this time show-

ing how smart they are by stressing all of these outrageous 

financial metrics and drown you in data in order to demon-

strate that they have the keys to the kingdom. Baloney. 
 

If you have real discipline, you can succeed, without fancy 

and complex strategies that only make you outthink yourself 

and cause you to lose your investment dollars.  For these 

pages, I am exclusively referring to listed equities. And, here 

is all you need to know.  
 

Buy stocks and sectors at the right time from the seasonality 

perspective and avoid them or sell when seasonality is in 

question. The Halloween Indicator is a great example of this. 

And, buy when others sell. We had great examples of this 

with the Dead Cat Bounce last week in the Guide and the 

Market Monitor. Finally, buy when a big theme is driving 

speculation and volume in the broader market such as the 

cannabis space or Internet stocks. Otherwise, stay on the 

sidelines. It is as simple as that. And don’t listen to BofA.   

INSIDE THIS ISSUE: 

June is a Critical Month 

KEY TAKEAWAYS 

 There are easy ways to make 

money investing as long as you 

don’t think too hard 

 The KISS method works 

 BofA predicts a big correction in 

the Fall after a rise this Sum-

mer. We have stats that show 

the exact opposite. 

 June is a critical month for  

stocks. Tech stocks leap higher, 

but only for a spell. 

 Institutions change their portfo-

lio composition and make their 

biggest changes in June when 

Russell announces its indices 

reconstitutions during the 

course of the month. 
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KEY STATISTICS 

Index Close 2014 

DJIA    16717    0.8% 

S&P 500 
     1924    4.1% 

NASDAQ       4243 

 
   1.6% 

Russell 

2000 
     1135    -2.5% 

(figures are rounded) 
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Secrets… (cont’d) 

 

Last month’s equities performance may make you think twice about these seasonality 

sayings since the Sell in May and Go Away adage did not come to fruition. (Of course, it 

is early.) 

What got me hot about all of this is the latest prognostication from Bank of America’s 

people (formerly Merrill Lynch.)  They predict a big rise in the market this summer fol-

lowed by a catastrophic decline in the fall.  I guess they see the opposite of the Hallow-

een Indicator. I am of the opinion that the summer is the vulnerable period and that the 

Fall will prove to be a solid one for investors.  
 

For starters, 2014 is a midterm election year. During all midterm election years since 

1963, the market rose by an average of around 7.5% in the fourth quarter alone. Con-

versely, in the summer quarter, stocks dropped by an average of 3%. I do not know if 

the same returns in this order of magnitude will occur, but I think it is a strong bet and 

here is why. 
 

It has been a difficult forecasting year for most companies due to the sluggish first quar-

ter which led to a strong April. The economy contracted in Q1 and while sentiment is 

very strong for Q2 due in part to the poor Q1, any economic or company EPS disap-

pointments could crush stocks. Given the murky tea leaves, estimates by management 

teams and analysts alike may not be right-sized until the end of June.  It is likely that the 

stock market has priced in few changes in estimates at this time. Therefore, any mate-

rial negative changes to financial projections are likely to have a negative effect on sen-

timent, valuation and direction which would not turn upward until Q4. Take that BofA. 
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A Lot Happens in June 

 

Believe it or not, June is one of the stock market’s most important months. Since 1950, 

the S&P 500 Index has generated a -.1% return each June. Interestingly, tech stocks 

tend to do well during June before taking a swoon in July and August, in conjunction 

with second quarter financial results.  The current small cap rebound and fairly reason-

able valuations could mean a better than average (June) monthly return for investors 

investing in tech stocks that exhibit GARP (Growth at a Reasonable Price) characteris-

tics.  

So, you short term traders out there could have a field day, at least for a few weeks. 

One note of caution, however. There are some GARP stocks out there that have high 

short positions and even some that have seen some of those positions pared in recent 

weeks. Even in a scenario of an upward trend in tech stocks, high short position stocks 

are to be avoided even if they appear to be reasonably priced and momentum stocks 

should be bought.  In any event, be careful about holding any stocks for too long head-

ing into July. 

As noted above, June is a critical month for small caps and tech stocks for a few rea-

sons. Institutional investors will start to shift their holdings around week 2 or 3 and could 

load up on names that are in favor, so that the window dressing stocks are promoted in 

their portfolios in July. If they have concerns about some stocks or industries in Q3, 

these investors could sell some those they believe are at risk. Moreover, they do not 

want to be saddled with names out of favor, which could create late-month opportunities 

for savvy investors where sellers temporarily outnumber buyers.    

Since July 4th is on a Friday, it is likely that we won’t see any negative impact until the 

week of the 7th so traders should be mindful of trends starting in late June.  

Speaking of trends, June is the month that Russell reconstitutes its indices, meaning 

some stocks are swapped out when others are brought in. It can create big buying (and 

selling) in some small stocks, such as those in the Microcap Index on June 13, when 

preliminary changes go into effect because institutions benchmark against these indices 

and must make adjustments to their portfolios accordingly.   

http://www.russell.com/documents/indexes/reconstitution-schedule.pdf 

Stay on top of news to take advantage and have a great week! 

http://www.russell.com/documents/indexes/reconstitution-schedule.pdf
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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. 
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