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VOLATILITY IS GOOD 

 

Volatility spooks investors and last week was no exception. 

In a span of four days the NASDAQ Composite dropped by 

over 4% from its new high.  We haven’t endured a lot of 

volatility for the most part this year and contrary to popular 

opinion, it is actually a good thing and we believe that we are 

entering a period of volatility where, if played right, can result 

in outsized gains.   

 

Last week’s drops can be attributed to combination eco-

nomic issues, early jitters about lower corporate earnings, 

and big swings in oil due to geopolitical issues.  Investors 

can expect these events to crop up on a regular basis as in-

vestors seem very uncertain regarding their market senti-

ment and expectations.  

 

For example, the oft-quoted (in these pages) AAII Investor 

Sentiment Survey had another big swing last week. This 

time, there was a huge rise in the bullish category versus the 

big decline the week before. Moreover, intraday swings in oil 

prices due to the military incursions into Yemen indicates 

that speculators still like to play in this sector.  

 

Given what we perceive as the continued weak and con-

fused foreign policy of the Obama Administration, especially 

in the Middle East, we will still see short term swings in oil. 

Word of a new army comprised and led by 22 Arab League 

member illustrate the fears in the region by the area’s big 

players and investors would be wise to use spikes in oil and 

a subsequent quick drop in stock prices as an entry point for 

opportunistic trades.     
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KEY TAKEAWAYS 

 Volatility is returning and that is 

a god thing for opportunistic 

investors and traders 

 Geopolitical issues are likely to 

drive big down days in stocks 

and big up days in oil 

 Buy on the big dips in stocks 

when volatility rears its head 

 Our Thanksgiving picks kicked 

but with some serious winners 

 This holdover from Thanksgiv-

ing is still a great buy and is the 

best kind of candy to buy today 
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KEY STATISTICS 

Index Close 2015 

DJIA    17713    -0.0% 

S&P 500 
     2061    0.0% 

NASDAQ       4891 

 
   3.3% 

Russell 

2000 
     1240    2.9% 

(figures are rounded) 
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Play the Dips 

 

Since we are talking about volatility it is a good idea to  review the CBOE Volatility In-

dex, or the VIX.  The chart below illustrates the 10-year chart for the all-important indica-

tor. 

10 Year VIX Chart 

(Source: Google Finance) 

 
 

It is fairly obvious that we are nowhere near the 2008 and 2009 ‘fear’ levels and not 

even that close to a high number, which most experts say is a value over 30.  However, 

we have ticked over 20 several times this year, which is another breakthrough number.  

This is important as we have had relatively low volatility over the last 2 years. 

 

Why is higher implied volatility a ‘good’ thing?  This may seem counter intuitive.  Small 

caps are inherently more volatile than larger cap stocks, and during high periods of vola-

tility can swing even more.  This presents an excellent opportunity to make short term 

trades, as outlined earlier. With that in mind, it is wise to monitor the VIX as much as it is 

to monitor major indices. By the way, the VIX is  just below its 200 DMA. A rise above it 

could be a key short term buy trigger.  

https://www.google.com/finance
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Buy This Kind of Candy 

 

In late November, we pub-

lished our 4th Annual 

Treats and Turkeys edition, 

where we profile 2 buys 

and 3 sells. We were curi-

ous to see how the stocks 

have performed and what 

we would recommend to-

day. 

 

As outlined in the table, two 

of our six picks kicked seri-

ous butt as did one of our 

pans. Our lone stinker had some risk to it, and as it happens, underperformed   All in all, 

we did pretty well and in our view, one stock in particular still has legs.  

 

Skullcandy Inc. (NASDAQ—SKUL—$10.85) designs, markets, and distributes audio 

and gaming headphones, earbuds, speakers, and other accessories under the Skull-

candy, Astro Gaming, and 2XL brands in the United States and internationally. The 

stock trades at a reasonable PEG ratio given the huge EPS growth projected from 

2014—2016 ($0.27 to $0.40 to $0.52) and trades 40x its 2014 EPS. The stock remains 

well above its key DMAs, is cash rich and debt free. Moreover, we believe that from the 

seasonal perspective, SKUL can rise 20-30% from current levels.  

 

Have a great day! 

 

 

 

Stock Pick/Pan Orig Date Orig Price 3/27/2015 Return

ALGT Pick 11/25/2014 $134.92 $192.45 42.6%

BTU Pick 11/25/2014 $10.99 $5.13 -53.3%

SKUL Pick 11/25/2014 $9.51 $10.85 14.1%

DSPG Pan 11/25/2014 $11.21 $11.80 5.3%

NTLS Pan 11/25/2014 $8.40 $4.60 -45.2%

TCO Pan 11/25/2014 $79.00 $76.75 -2.8%

Source: GSCR, Yahoo!Finance

GSCR 2014 Thanksgiving Treats and Turkeys
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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-

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

