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THREE KEYS TO BiIG DECEMBER GAINS

Not only is today the first day of December but it is the highly
marketed and ever-important Cyber Monday where consum-

KEY TAKEAWAYS

= The retail sector could have a
strong holiday season despite
early reports of poor brick and
mortar sales

= A big drop in oil should be a big
boost to consumer stocks, air-
liners, and certain manufactur-
ers...

= ...but it could hurt emerging
markets and nations that pro-
duce oil

= We profile two cheap and well
known airline stocks

= We also profile a low-priced,
inexpensive retail stock slated
to release 3Q14 results this

ers are sure to find great holiday deals online.

The period from Thanksgiving Week through year-end is
usually highlighted by a resurgence in growth stocks and re-
tail stocks in particular and last week was no different. This
time around however, trends, drivers, and events are differ-
ent and will likely shape trading for the next few weeks.

Theme #1: The Retail Game Has Changed

Close followers of history remind us that history is borne to
repeat itself and that new dynamics are not new at all. For
some time | subscribed to this theory but economies and
markets, much like nations and their peoples, evolve. We
even see it on a small scale in college sports.

Years ago, college football was dominated by slow bruising
behemoths who gained yardage and scored touchdowns by
only running the ball, then migrated to a mix of the run and
the pass. Although total points scored did not rise substan-
tially in these games, that has changed in the past few sea-

week
KEY STATISTICS
Index Close 2014
DJIA 17828 7.4%
S&P 500 H068 11.8%

NASDAQ 4792 14.7%
. 0

Russell
2000

1173 0.7%

(figures are rounded)

sons. All one has to do is look at the scores from this past
weekend and see that football scores are now akin to bas-
ketball scores, just like current valuations are higher than
traditional ones. .

For decades, the day after Thanksgiving served as the big-
gest retail sales day of the year. It became so important that
the moniker ‘Black Friday’ was coined to describe the shift of
retailers’ P&L statements from the red to the black.

Today, Black Friday sales, especially those generated via
traditional bricks and mortar sales, are becoming marginal-
ized. We see it in the data from this past weekend.
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Brick and mortar sales are down 11% and even the dollar amount sold (in total and per
customer) is down incrementally. It is no surprise that online sales are up big time. With
stores now open on Thanksgiving Day and the ubiquity of easy-to-use mobile and other
computing devices, who wants to go to a store to buy gifts?

It used to be that we would hear about new and cool gadgets, gizmos, and other, trendy
apparel offerings through ads or words of mouth but we had to go to the store to see
them and fight for a peek, let alone for an opportunity to buy them. These days, retailers
are discounting earlier than ever and to an even greater degree. In the past we were
conditioned to believe that the best bargains would be found in the stores this past
weekend. Today, it appears that the best deals are to be found on Cyber Monday, or
later in the month.

To be certain, this week stocks may trade lower in response to these seemingly poor
retail results highlighted above. However, we believe that any weakness in retail should
be viewed as a buying opportunity. Year-over-year sales are still expected to be up
nearly 4% and the power of the online shopper has yet to come to light, rendering the
recent holiday sales period inaccurate and somewhat moot. Moreover, since the big dis-
counting has begin early, expect for retailers and pundits to have a better handle on
holiday sales sooner rather than later.

Theme #2: Steep Drops in Oil Are Good and Bad for Investors

Like many market players, | was not around when oil dropped by 10% on Friday. While
its effect on stocks was swift, the impact is not over—-by a long shot. On the plus side,
such declines should have a profound effect on the consumer as they should result in
lower oil prices. Producers of plastics and the like that employ materials from petroleum
should also enjoy a margin boost.

Perhaps the biggest winner is the airline industry, a fact we highlighted with our travel
and airline stock pick in our Thanksgiving Special report released last week. Usually, big
drops in oil are a sign of slowing economies since they are associated with demand. In
this case, it is more about supply (namely the output of the U.S.) rather than slowing
economies. Interestingly, emerging markets that are big importers of oil will benefit from
continued decreases in oil prices and could be buys. While we believe there is more to
come, what is more important is the sustainability of lower prices—the impact will then
become more easily measurable.
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Meanwhile, there are some nasty after-effects from the oil price drops. In the U.S., they
don’t always correlate as a driver of equities in general, only specific sectors, as outlined
above. Of course all energy related stocks are going to continue to face major head-
winds while some auto stocks, especially those selling SUVs, could enjoy gains. Outside
the U.S., those nations who depend upon OPEC leadership and the export of their own
oil for revenue are in for some real pain. Twenty years ago, we would have cited Mexico
as a loser. Now, Venezuela and Russia seem to be big losers. The oil price decline
could prompt Emperor-in-Chief Vladimir Putin to be an even bigger wild card politically,
which could cause volatility in world markets based upon his occasional geopolitical
moves.

Theme #3: Make Your List, Check it Twice

The next two weeks will see the effect of year-end selling on big losers. Make your list of
small, emerging stocks that stunk up the joint this year for they will likely outperform next
year. You might even consider an oil play, although | would avoid the sector until 1Q15.

Bonus: Stocks to Own in September

As noted above, two beneficiaries of lower oil prices are airlines and consumer stocks.
In addition to the Allegiant Travel Company (NASDAQ—ALGT) mentioned in our re-
cent special report, former 30-30 pick JetBlue Airways (NASDAQ—JBLU—$14.63)
and regional airliner Hawaiian Airlines (NASDAQ—HA-$20.29) could still move higher,
after Friday’s strong performance. JBLU trades 13.9x consensus FY15E EPS estimates,
a 56% rise over expectations for 2014. HA trades at a paltry 10.7x FY15E EPS esti-
mates, as compared with the 20% estimated EPS increase from 2014. Plus, the huge
success of the recent Virgin America (NASDAQ—VA) IPO could put more focus on this
space, which will add liquidity.

On the retail side, Sportsman’s Warehouse Holdings Inc. (NASDAQ—SPWH—
$7.05) looks great at current prices. SPWH is an outdoor sporting goods retailer with
stores in 50 states. EPS for the January 2015 year are projected to hit $0.51, up from
break-even last year. For next year, EPS should rise 35% to $0.69, on a 20% rise in
sales. Thus, SPWH trades at a paltry 13x this year’s EPS estimate and only 10x next
year’s forecast. The shares trade near the low end of the range but that could change
when 3Q14 results are released later this week. After all, with 15% of the float short, a
solid report could drive the shares higher. Caution: SPWH is loaded with debt and is
cash poor so a negative report could take the price down a few notches.
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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-

The Goldman Guide

COPYRIGHT ©Goldman Small Cap Research, 2014


mailto:info@goldmanresearch.com
file:///C:/Users/Rob%20Goldman/AppData/Roaming/Microsoft/Word/Old%20laptop/Local%20Settings/Temporary%20Internet%20Files/Users/smiller.CATALYST/AppData/Local/Local%20Settings/Temporary%20Internet%20Files/OLK5F/NVLT/www.goldmanresearch.com
file:///C:/Users/Rob%20Goldman/AppData/Roaming/Microsoft/Word/Old%20laptop/Local%20Settings/Temporary%20Internet%20Files/Users/smiller.CATALYST/AppData/Local/Local%20Settings/Temporary%20Internet%20Files/OLK5F/NVLT/www.goldmanresearch.com

