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The Stock Market Today

U.S. Stock Market Index Performance
as of 9/18/15

% from % Below
Index Close  52-Wk Hi 52-Wk Low HiDate Low Date % off High Low Bounce* 200-DMA
DJIA 16,383 18,351 15,370 5/19/15 8/24/15 10.7% 6.6% 16.2% -7.4%
S&P 500 1,958 2,135 1,821 5/20/15 10/15/14 8.3% 7.5% 12.6% -5.4%
NASDAQ 4,827 5,232 4,118 7/20/15 10/15/14 7.7% 17.2% 18.0% -1.9%
Russell 2000 1,163 1,296 1,040 6/23/15 10/15/14 10.3% 11.8% 14.8% -4.8%
Average 9.3% 10.8% 15.4% -6.4%
* denotes the percentage index is up from recent low
Source: www.StockCharts.com, Goldman Small Cap Research

After all of our consternations and the market’s hand-wringing over interest rates, stocks
barely moved. While debate rages on as to what happens next, the NASDAQ 100 and
the NASDAQ Composite are quietly 1.5% - 2.0% below their 200 DMA. If and when
these levels are reached, it would prove to be a modest bullish signal despite our valua-
tion concerns. And it certainly could happen pretty quickly. Got some courage? An op-
tion bet on the NASDAQ 100 might be in order—but only on a down day to lessen the
risk a tad. This is a trade idea only and is not for the faint of heart.

One group that clearly sold off in response to the Fed’s reluctance to raise rates was the
banking sector, which sold off by about 5% during the latter part of the week. It has
come to light that 3 of the 17 voting Fed members are ready to raise rates. Frankly, this
minority is growing in size and voice. Do yourself a favor. Start thinking about this over-
looked sector bank stock and bank ETFs, as some banks are ripe for takeover. The
space is going to likely be out of favor but can turn on a dime if rate sentiment changes
next month, or later in the year. The leveraged ETFs carry greater risk and volatility but
can be a pretty good trade as well. A bullish leveraged ETF in this sector to consider is
Direxion Daily Regional Banks Bull 3X ETF (NYSE—DPST). This ETF has a very low
level of AUM (assets under management) so risk and liquidity could be an issue. Check
out this list of potential ideas we culled and screened from ETF.com.
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Say What?

= _ | confess that although | am a regular reader of the venera-
@ $ ble publication, | am not a fan of The New York Times. Still,
this weekend’s edition has some real gems. Plus, we in-
. cluded great cartoons and a “cartoonish” but painful story
from The Smoking Gun.

New York Times

http://nyti.ms/10O5ECky

The real, and evolving middle class labor economy. So on point. A must read.
http://nyti.ms/10mJJQk

The trend of running a successful business, old-school-style.
Zero Hedge

http://bit.ly/1ipzwoV

Great table and cartoon. Says it all... Something to surely share.
CNBC

http://cnb.cx/1LqOfNM

Sound like our earnings season theme of 2 weeks ago.
Washington Post

http://wapo.st/1ipDcXG

Important article about retirement savings for those 50 and older.
The Smoking Gun
http://bit.ly/1NBIM6p

This testicle attack story is just...nuts!
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Just the Stats

AAIll Sentiment Survey (figures rounded)

Current Last Week Long Term Avg
Bullish 33% 35% 39%
Neutral 38% 30% 31%
Bearish 29% 35% 30%

The big move in the Neutral category of the AAIl survey reflects the Fed’s head-
scratcher. Still, Factset released cool stats that reaffirm our thesis that the best perform-
ers are those with most of its sales exposure to the U.S. The estimated earnings decline
for all S&P 500 companies for 3Q15 may be -4.4%, but it is a positive 3.1% for compa-
nies with 50%+ of its sales in the U.S. Taking energy out is even more meaningful to
the statistics. The estimated earnings growth rate for the S&P 500 (ex-Energy) for Q3
2015 is 3.0%, but it rises to 8.8% for companies with 50%+ of its sales in the U.S. This
confirms our belief that the Fed’s initial move(s) will be incremental. Looking ahead, do-
mestic-centric companies are the place
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Stock is a “Steel”

Some risk-averse stock
investors only invest in
blue chip stocks or large
caps. Others prefer the
high-growth, albeit riskier
opportunities that small

caps offer.

That has led to the unloved, forgotten asset class: The MidCap Stock. Regular readers
of The Goldman Guide will recognize that our primary focus is on the small cap space
but we tend to sprinkle in an ETF here and there, along with mega-caps, and large caps.
Yet we, like many others, have largely ignored the midcap space. And we shouldn’t. Af-
ter all, Skechers USA (NYSE—SKX) was one of our biggest winners of the year. (It
was more than a double before we removed it from our list due to valuation last month.)

With that in mind, we have warmed up to Steelcase, Inc. (NYSE—SCS—$18.35), a 100
year old provider of furniture, furnishings, and other products for the commercial and
government and education sectors, despite its bizarre method of describing its business
“augmenting human interaction...” For crying out loud, it’s furniture...

If you are not familiar with the Steelcase brand you are surely familiar with Herman Mil-
ler (NASDAQ—MLHR) one its key competitors. And without going into grand de-
tail on its business model in these pages, which is to a degree self-explanatory, here are
key metrics that we like about Steelcase’s stock.

Valuation: It trades 21x, 17x, and 13.7x FY15, FY16E, and FY17E EPS, despite its
projected 20%+ EPS growth rate, higher than peers such as MLHR. Plus, the Street’s
EPS forecast for SCS are in a tight range while MLHR is all over the map—a red flag.

Surprises: SCS is slated to report 3Q15 EPS on 9/24/15 and has surprised on the
upside for the past four quarters. The Street is looking for $0.32 versus $0.27 in 3Q14.

Trading: SCS trades above its 20, 50, and 200DMA and sports a reasonable 59
RSI.

Margins: SCS boasts a 31% gross margin, and 7% operating margin, which is
slightly below MLHR , but with less variability on an historical basis.
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A Pick as Strong as Steel (cont’d)

For traders, we believe that if SCS beats estimates on the 24th, it could approach its 52-
week high, which is 11% higher than its current share price. Longer term, these shares
could trade to the $23 level by spring 2016. At $23, SCS would be valued at around 21x
the Feb 2016 EPS estimate of $1.07, in-line with SCS’s historical trailing twelve month
P/E multiple. This target price reflects a 20-25% return. By the way, SCS pays an annu-
al 2.45% dividend. Investors should view this dividend as a bonus and another check in
the “buy column.”
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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, Spe-
cial 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 in-
clude non-sponsored microcap research ideas that typically carry greater risks than those stocks covered in Select Research catego-
ry. 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 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.

The Goldman Guide

COPYRIGHT ©Goldman Small Cap Research, 2015


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

The Goldman Guide

Goldman

SMALL CAP RESEARCH

1498 Reisterstown Road, Suite 286 Baltimore Maryland 21208 Phone: 410.609.7100
info@goldmanresearch.com www.goldmanresearch.com

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 IS” 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 QUALI-
TY, 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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