Goldman

SMALL CAP RESEARCH

The Goldman Guide

VOLUME 6 | ISSUE 24 | JUNE 14, 2015

INSIDE THIS ISSUE:
Trends and Seasonality
Say What?

Just the Stats

The Investor Academy

THREE CHEERS FOR ADULTERY?

KEY TAKEAWAYS

= How history is prepared to re-
peat itself

= Pros and amateurs getting
bearish—fast
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levels
THE MAJOR INDICES
Index Close 2015
DJIA 17899 0.2%
S&P 500 2094 1.7%
NASDA 5051
Q 6.7%
Russell
1265 5.0%
2000

(figures are rounded)

A concept we be-
lieve is underval-
ued in the capital
markets, and in
business in gen-
eral, is the power
of policy, legisla-
tion, and regula-
tion. When major
changes occur on this front, the effect on a particular line of
business can be tremendous both in the short term and in
the long term, with intermediate phases often exhibiting
slower but comprehensive growth.

There are numerous examples but perhaps the craziest ex-
ample is what has recently happened in South Korea.
“Cheaters” website Ashley Madison opened in this market in
April 2014 and reportedly signed up 50,000 subscribers in its
first two weeks. The government swiftly shut it down, ban-
ning the website, citing a law against adultery.

However, a court reversed the law in February and pub-
lished reports suggest that 100,000 people signed up in the
two weeks following the ban and the company thinks it will
be its third largest market in the world! Waive legal conse-
quences on outdated laws and new businesses are born.

In a way, the U.S. government’s shift in relations with Cuba
is akin to the reversal of the 60 year-old adultery law. Ever
since travel prohibitions and trade restrictions were lifted,
opportunists have been on the ground in Havana trying to
make a buck or three. Finding companies that are taking ad-
vantage of recent or pending policy changes can be some of
the most lucrative ways to invest in companies. (More on
this in a future publication.)
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Why Trends and Seasonality Ring True

| was reminded of something fairly profound over the weekend. “Regardless of the cen-
turies, ideas and events rarely change. The names of the people around them may be
different but the type of person is the same and only the idea’s form may deviate.”

This thesis is brought home anytime the dreaded “I” word comes up. All the concerns in
the bond market, increases in prices of all kinds of goods (eggs now for goodness sake)
lead prognosticators to believe the Fed has to raise interest rates lest we be bitten by
the evil inflation bug. It's the same mantra every time. The underlying reasons and
goods may change but the sentiment is the same, which is always bad for stocks. This
is why we should not fight back against typical cause/effect, trends, and seasonality.
With few exceptions, it can be a futile effort.

A silent effect of these concerns is the quiet uptick in small caps. When inflation is a real
concern, dollars flow to high growth smaller firms whose financial performance doesn’t
correlate to inflation pains inflicted upon larger firms, particularly those with high debt
levels. This is good news for our stock picks and profiles. Now, we still believe weak-
ness lies ahead. But, much like last year, we predict the latter part of 2015 could be very
profitable.

The concept of “no ideas or events are new” certainly is not limited to financial markets.
Want proof? Have some fun and check out this website: http://takemeback.to/. It will al-
low you to see the events of a given year, along with what was “in” with respect to pop
culture.

Twenty-plus years ago the U.S. was messing with Iran—with respect to economic sanc-
tions and of course today they are in negotiations regarding the Iranian nuclear pro-
gram. Benjamin Netanyahu was on the cover of Time magazine 19 years ago today
with questions of peace in the Middle East. Sound familiar?

By the way, | discovered songs about riots, killings, and black men. They range from the
1960’s through the 1990’s. | am sure that some have been written in the past couple of
years as well. Further proof positive that the ideas remain the same even when the
players and chairs change.
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Say What?

The Daily Malil

http://www.dailymail.co.uk/news/article-3122829/Milwaukee-artist
-Mark-Gubin-s-Welcome-Cleveland-sign-painted-roof-confused-
airline-passengers-decades.htmi

| have seen this many times and it is hilarious! A great light
read.
BizJournals

http://www.bizjournals.com/newyork/news/2015/06/11/futurist-says-embeddable-tech-beats-
screen-slavery.html

What future tech will bring us...

Marketwatch

http://www.marketwatch.com/story/the-number-that-makes-us-bullish-on-america-99-trillion-
2015-06-12

This is a big reason to be positive long term but not bullish, short term.

The Wall Street Journal

http://blogs.wsj.com/moneybeat/2015/06/12/less-is-more-what-small-investors-can-learn-from-a-
pension-giant/

| have been preaching this for years. Less is definitely more.

Bloomberg

http://www.bloomberg.com/news/videos/2015-06-11/facebook-is-most-likely-to-buy-twitter-
zachary

Was this an inevitability? Would it be a good move? What do you think?
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Just the Stats!

Overall NYSE AMEX Nasda ETFs  CHce Yol Vol
Overall s AR Tasdaq == >$10  <100K  >100K .
1-Month 436 146 2 268 111 325 144
Highs w2 = 2 o 222 222 =2
l"\’b"th 426 233 28 165 170 256 108
ows — — _— — — — —
ﬂi"""””‘ 232 85 6 141 49 183 59
|gh3 — - - — - — -
>vonih 206 126 bp) 68 78 128 50
Last week, we saw
Source: www.BarChart.com the highs outweigh
the lows on a 6-

month and 1-year
basis. This week we see that there is little difference (especially NYSE) between the
number of new highs and new lows on a 1-month and 3-month basis. This affirms the
fact that we are indeed in a narrow trading market. indicates in dangerous territory.

AAIll Sentiment Survey (courtesy of AAll.com, figures rounded)

Last Week Long Term Avg
Bullish 20% 39%
Neutral 47% 31%
Bearish 33% 30%

Big shift this week with 7 points moving from Bullish to Bearish. Is capitulation around
the corner? The number of Bulls and the total Bull/Bear spread are at their lowest
points since mid-April 2013 and August 2013, respectively.

Ticker Sense Blogger Poll show even greater divergence with Bulls at 17%, Bears at
57% and Neutral at 26%.
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More Stats...

\)\Ogg °r Se Ny
//) If you thought the AAIl survey was reveal-
4 ing, check out the Ticker Sense Blogger
Sentiment Poll. It show even greater diver-
gence with Bulls at 17%, Bears at 57% and
Neutral at 26%. However, | confess | am a
little surprised. Last week, the poll indicated
: that the Bulls were at 14%, Bears 41%, and
Bea"soh Neutral 45%. Clearly, many on the fence
56.52% jumped to the bearish side following the mid
-week stock market performance and asso-
ciated Fed concerns.

June 8 - 12, 2015

Z’'BigNews

Three of our current 11 small cap stock picks reached new highs last week. This is an
incredible feat considering the present market malaise.

Orbotech (NASDAQ—ORBK—$22.19) is now up 39.8% since our February profile and
we think there is another 25% to go.

Skechers USA (NYSE—$110.71) has peaked at roughly 66% in exactly three months.
But, it is getting frothy in my view at 26x FY15E EPS. Plus, the recent moves have been
on somewhat light volume. Perhaps another 5% or so is in the cards but that is about it.

ZIX Corp (NASDAQ—ZIXI—$5.02) also hit a new high last week and is now up 35% in
five months. Like SKX, upside may now be limited here but we are not ready to pull the

plug.
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The Investor Academy

Good Times Ahead Here

We profiled Good Times Restaurant (NASDAQ—GTIM—
$9.31) in late September as part of our Market Monitor blog
coverage and all it has done since is rise more than 50%. The
good news is that we think that higher prices are still on the
menu. For the uninitiated, here’s the 411.

GTIM operates Good Times Burgers & Frozen Custard, a re-
gional chain of quick service restaurants located primarily in
Colorado, through its wholly owned subsidiary, Good Times
Drive Thru Inc. Good Times provides a menu of high quality all natural hamburgers,
100% all natural chicken tenderloins, fresh frozen custard, fresh cut fries, fresh lemon-
ades and other unique offerings. Good Times currently operates and franchises 38 res-
taurants.

GTIM also operates and licenses Bad Daddy’s Burger Bar restaurants, a full service,
upscale, “small box” restaurant concept featuring a chef driven menu of gourmet signa-
ture burgers, chopped salads, appetizers and sandwiches with a full bar and a focus on
a selection of craft microbrew beers in a high energy atmosphere that appeals to a
broad consumer base. There are currently 13 company, franchised and licensed Bad
Daddy’s Burger Bar restaurants open.

With a model that operates in distinctive yet complimentary target markets, the Com-
pany appears to be on pace to generate a $65M+ in revenue run-rate beginning in 1Q16
versus around $28M last year, as it has additional locations open and on the hit list. Im-
portantly, GTIM has enjoyed same store sales growth for 20 quarters which indicates a
loyal customer base. The core chain has a strong and favorable brand in Colorado (and
maybe directly benefits from the recreational marijuana business there) while the new
upscale concept has some of the highest average sales per foot in the entire industry.

The stock trades 10% below its year high, has a negligible short float, growing institu-
tional ownership, and is above all 3 major daily moving averages (DMAs.) Our 12 month
target is $12, which represents 2.25x the FY16 revenue run rate.

Speaking of Good Times, enjoy this blast from the past: https://www.youtube.com/
watch?v=s6gNo4-1r6k

Have a great 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 inves-
tors with market, economic, political and equity-specific insights via an action-oriented, straight to the point approach. No companies
mentioned in this newsletter are current sponsored research clients of the Company or its parent, unless noted, With some excep-
tions, 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 experience can be found on our web-
site: www.goldmanresearch.com .

Disclaimer

This newsletter was prepared for informational purposes only. Goldman Small Cap Research, (a division of Two Triangle Consulting
Group, LLC) produces 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. Publications in this category include the weekly newsletter The Goldman Guide, 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 microcap research ideas that typically carry greater risks than those stocks covered in Select Research category. It is im-
portant to note that while we may track performance separately, we utilize many of the same coverage criteria in determining cover-
age 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 and information are derived from Yahoo! Finance and other websites or
sources, as noted. 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 companies 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 Gold-
man Small Cap Research report, update, article, blog, note, or newsletter is not intended as an offering, recommendation, or a solici-
tation of an offer to buy or sell the securities mentioned or discussed. This newsletter does not take into account the investment objec-
tives, 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 securi-
ties broker-dealer or an investment adviser with the FINRA or with any state securities regulatory authority. Statements herein may
contain forward-looking statements and are subject to significant risks and uncertainties affecting results.
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Separate from the factual content of our articles about the company featured in this newsletter, we may from time to time include our
own opinions about the companies profiled herein, their businesses, markets and opportunities. Any opinions we may offer about the
companies are solely our own, and are made in reliance upon our rights under the First Amendment to the U.S. Constitution, and are
provided solely for the general opinionated discussion of our readers. Our opinions should not be considered to be complete, precise,
accurate, or current investment advice. Such information and the opinions expressed are subject to change without notice.

ALL INFORMATION IN THIS REPORT IS PROVIDED “AS I1S” WITHOUT WARRANTIES, EXPRESSED OR
IMPLIED, OR REPRESENTATIONS OF ANY KIND. TO THE FULLEST EXTENT PERMISSIBLE UNDER
APPLICABLE LAW, TWO TRIANGLE CONSULTING GROUP, LLC WILL NOT BE LIABLE FOR THE QUAL-
ITY, ACCURACY, COMPLETENESS, RELIABILITY OR TIMELINESS OF THIS INFORMATION, 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 UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABIL-

ITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH RESPECT TO THIS PRESENTATION OF INFOR-
MATION.

For more information, visit our Disclaimer: www.goldmanresearch.com
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