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PROFITING FROM A CORRECTION 

Last week was a 

disaster for stocks 

and it will only get 

worse from here. 

The good news is 

that there are still 

ways to profit from 

a continuing stock 

market correction.  

First, a little back-

ground is in order. 
 

Last week was a sort of good/news bad news situation. The 

bad news was that major stock market indices had their 

worst week in 2 years. The good news is that we called a 

market top on Wednesday, just prior to the start of the car-

nage.  http://www.goldmanresearch.com/20140730819/Daily

-Blogs/the-stock-market-party-is-over.html 
 

As is the case with most corrections, a series of catalysts 

are to blame. In the current case, the combination of valua-

tion, inflation, and the Argentinian debt default conflagration, 

was more than enough to fuel the fire.  
 

There are a number of oddities with respect to this market 

contraction. For starters, the S&P 500 and NASDAQ Com-

posite are both up 4.2% year-to-date while the Russell 2000 

has declined by 4.2%. Plus, the DJIA, which is supposed to 

be the best performer of the major indices is down 0.5% 

YTD while the aforementioned major indices are up.  
 

In our view, the near term future is clear, as detailed in our 

just released report, A Stock Market Correction Survival 

Guide. http://www.goldmanresearch.com/20140801821/The-

Goldman-Guide/stock-market-survival-guide.html 

INSIDE THIS ISSUE: 

What Lies Ahead 

KEY TAKEAWAYS 

 We called the big market drop a 

day ahead of time and believe 

more declines lie ahead 

 The performance of the major 

indices is odd. The Russell 

2000, however, is a nearing the 

corrective phase 

 On Friday, we published A 

Stock market Correction Sur-

vival Guide that includes our 

outlook for August which is grim 

 There are a number of ways to 

profit during a correction 

 Two ways include buying stocks 

that were not hit hard last week 

and mining stocks or others 

with an inverse relationship to 
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KEY STATISTICS 

Index Close 2014 

DJIA    16493    -0.5% 

S&P 500 
     1925    4.2% 

NASDAQ       4353 

 
   4.2% 

Russell 

2000 
     1115    -4.2% 

(figures are rounded) 

http://www.goldmanresearch.com/20140730819/Daily-Blogs/the-stock-market-party-is-over.html
http://www.goldmanresearch.com/20140730819/Daily-Blogs/the-stock-market-party-is-over.html
http://www.goldmanresearch.com/20140801821/The-Goldman-Guide/stock-market-survival-guide.html
http://www.goldmanresearch.com/20140801821/The-Goldman-Guide/stock-market-survival-guide.html


 

 

The Goldman Guide 

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

COPYRIGHT ©Goldman Small Cap Research, 2014 

What Lies Ahead 

 

A correction is defined by Investopedia.com as: 

“A reverse movement, usually negative, of at least 10% in a stock, bond, commodity or 

index to adjust for an overvaluation. Corrections are generally temporary price declines 

interrupting an uptrend in the market or an asset. A correction has a shorter duration 

than a bear market or a recession, but it can be a precursor to either.”   

The Russell 2000 Index is on the verge of hitting the correction territory as it is down 

over 8% from its 2014 high. As the stock market goes lower, so too will small caps. In 

fact, the downturn will likely be led by small caps, as will the upward swing, which we 

believe will occur in late 2014.  For now, the other key indices are down less than 4% so 

there is a great deal of more pain to be felt there, in our view. 

One of the biggest problems facing investors is the calendar. As we outline in our Sur-

vival Guide, August is a rotten month for stocks. (Don’t look at number before 1950. 

They are irrelevant based on our economy.)  This is especially the case in the 21st cen-

tury. Since 2001, when stocks have declined, the S&P 500 Index has dropped by an av-

erage of 4.3% for the month. That is wicked.  

Check out this little trading nugget from the Stock Trader’s Almanac: 

The first nine trading days of the month have exhibited weakness while mid-month is 

strongest. The end of August tends to get whacked as traders evacuate Wall Street for 

the summer finale. The last five days have suffered in 12 of the last 18 years with the 

S&P 500 up only four times on the next to last day in the past 18 years. 

We may see some bounces this week but we do not believe that they will stick. To see 

our timeline of expected events for stocks and to review all recommended 13 steps to 

surviving and profiting from the correction, click the report link above.  Here are two for 

now: 

 Consider small investments in securities that have an inverse relationship with 

stocks such as gold, which could mount a comeback this year. (Just this morning 

IBD rated the Mining Sector as its #1 sector, affirming our opinion from last week.) 

 By using a free online screening tool, find out which stocks were unscathed during 

the bloodbath and put them on your watch list as potential investments.  

Have a good 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 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, unless noted, With rare exceptions, all companies or investment ideas mentioned in this publica-

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. 

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 INFORMA-

TION, 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 UN-

DER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH RESPECT TO THIS PRES-
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