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Stock Market Today
Say What? | don’t know why it took me 27 years
to figure this out. The stock market is
about to go into labor. You moms and
College Football Meets Stocks dads out there know that in the weeks
just before a mother goes into labor
you kind of reach that peak growth be-

A MARKET IN LABOR

BE ALERT
FOR

-

Notable Numbers

KEY TAKEAWAYS fore that hellish experience kicks in—
= September is here and so are only to be followed by the miracle of
the bears. Why it could be ugly birth. B E A R S
and how ugly...

Well, it appears that August was that

= Bureau of Labor Statistics gave . . . .Y
g last period before labor strikes—maybe that is why it is

us scary numbers last week. Is

everyone asleep at the switch? around Labor Day...
= Is this foreign shipping compa- Anyway, it is no secret that stocks suck in September. Since
ny is crippling our retail busi- 1950, we have had 37 down years and 29 up years with an
ness? average monthly decline of (0.88%) It has been oh so worse
= When college football meets lately. Since 2000, we have lost an average of (1.48%) in
stocks September and those down months have been brutal, aver-
= Learn how to play the VIX in aging a drop of (5.82%)!

case things go south L . . )
It's not that | am thinking the sky is falling. | just don’t see a

catalyst—yet. And, even just from the seasonal perspective,
investors are likely more Neutral to Bearish than usual, or at

THE MAJOR INDICES least more evenly split. Plus, with portfolio re-balancing, new
forecasts, and other events occurring at the end of Q3 it is
Index Close 2016 . .

just a dangerous time to buy and hold.

DJIA 18,492 6.1% As an aside, | am concerned that we have a couple of shoes
ready to drop very soon in the consumer discretionary

S&P 500 2180 6.7% space, particularly one segment of retail, which, according to
the Bureau of Labor Statistics accounted for over 20% of the

NASDAQ 5250 4.9% employment gain last month. Moreover, since the actual
payroll adds of 151,000 was well below the 12 month aver-

Russell age of 204,000 it may be a red flag.

1251 10.1%
2000
(figures are rounded)
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The Stock Market Today

U.S. Stock Market Index Performance
9/2/2016

% from % Above
Index Close  52-Wk Hi 52-Wk Low HiDate Low Date % off High Low 200-DMA
DJIA 18,492 18,668 15,451 8/15/16  1/20/16 0.9% 19.7% 5.3%
S&P 500 2,180 2,194 1,810 8/15/16  2/11/16 0.6% 20.4% 6.0%
NASDAQ 5,250 5,276 4,210 8/23/16  2/11/16 0.5% 24.7% 7.8%
Russell 2000 1,252 1,252 943 9/2/16  2/11/16 0.0% 32.8% 11.0%
Average 0.5% 24.4% 7.5%
Sources: www.BarChart.com, Goldman Small Cap Research

| am a little concerned that economists and market watchers are not lifting up the hood
on this car that is the economy, because the engine needs work. Fully 20% of the weak
payroll adds were in food service? That is not a good sign as a number of chain are hav-
ing some real sales trouble. Plus, a number of states and municipalities have passed a
$15 minimum wage bill. Also, with a big rise in some health care premiums next year,
we conclude that the economy is sick while the market appears to be healthy. This di-
vergence will have to change. Going forward, don’t count on food businesses to carry
payroll growth. On the contrary, expect reductions due to higher costs, as cited above.

Thinking about buying regular retail right now? Don’t. Hanjin Shipping which controls al-
most 10% of all trade between the Pacific and the U.S. is in bankruptcy and has really
screwed the pooch. Container ships are moored offshore away from ports until a resolu-
tion occurs and they are allowed to dock and unload. Until then, retailer merchandise is
just sitting in coastal water. It will be interesting to see how/if it affects retail stocks.

Now, back to our labor theory. Once we exit September and part of October, the extend-
ed labor period will conclude, pain behind us (i.e. market drops) and then it is blue skies
ahead. The options market certainly seems to be telling us this.

Looking to play short term swings in the VIX? Read this great primer, courtesy of
Factset: http://www.factset.com/insight/2016/09/understanding-vix-etfs#.V848wfkrLIU

The Goldman Guide

COPYRIGHT ©Goldman Small Cap Research, 2016



The Goldman Guide

Goldman

SMALL CAP RESEARCH

College Football Meets the Stock Market

Let us turn to college football.
We have the benefit of making
: our picks after what has been
; y the most fabulous weekend for
g opening games in recent
memory. Our college football
final four has some old names.
We see Alabama making it for
the third straight year. Clem-
son came really close to
knocking off the Tide last year
and has most of their team
back. We see them in. Stan-
ford makes it from the Pac-12.
Finally, we see the Ohio State Buckeyes making out of the Big Ten. Clemson wins it all.

This may sound somewhat facetious, but if we think of it in terms of expectations, then
the analogy makes sense. Fans from Alabama have become spoiled and are upset by
anything less than national championships at this point. Investors in Apple, Inc.
(NASDAQ - AAPL - $107.73) have become accustomed to huge product debuts
and big time stock performance. They are almost impossible to please, like Alabama
fans and Ohio State fans to a certain extent. Clemson has a decent football tradition but
nothing like the blue bloods mentioned above. They are a lot more volatile but have se-
rious potential but require some patience by investors. We like to think of them as our
Tesla Motors, Inc. (NASDAQ - TSLA - $197.78). Clemson’s coach Dabo Swinney is
an innovator much like Elon Musk of Tesla. Finally, Stanford is a fine academic school
that has had some decent teams in past but there have been historically little expecta-
tions from fans. Stanford is one of our small or mid cap stocks that has huge upside po-
tential. With such proximity to Silicon Valley it is impossible not to compare them to one
of our prior Market Monitor picks like Rambus, Inc. (NASDAQ — RMBS - $14.36). The
market, much like college football, can be a functions of expectations when it comes to
satisfied investors.
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Say What?

= Great info, insights, and hard-hitting stories make up this

@ $ week’s Say What? feature...
o

The New York Post

http://nypost.com/2016/09/02/icahn-twists-knife-in-ackman-grabs-307k-shares-of-
herbalife/

It's like a soap opera between investment titans.
Marketwatch

http://www.marketwatch.com/story/17-dividend-stocks-that-may-rise-up-to-26-in-the-
next-year-2016-09-02

Good thesis, decent list.
The New York Times

http://www.nytimes.com/2016/09/04/upshot/the-formula-for-a-richer-world-equality-
liberty-justice.html?ref=economy& r=0

Seems like a bit of hokum but worth the read.

Bloomberg

http://www.bloomberg.com/news/articles/2016-09-02/is-hillary-clinton-selling-guns-for-
smith-wesson

We say yes and it ain’t stopping and time soon...

ZeroHedge:

http://www.zerohedge.com/news/2016-09-03/half-forms-life-earth-will-be-gone-2050-
biologist-warns-climate-instability

Seems unlikely, but if right...
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AAIll Sentiment Survey (figures rounded) .
Current Last Week Long Term Avg . I I
Bullish 29% 29% 39%
Neutral 40% 41% 31%
Bearish 32% 30% 30%

No surprise that there is little change here given the short week and the fact that the
dreaded September month is upon us. Although a lagging indicator, | strongly recom-
mend following Wednesday’s Lipper Fund Flows release for the next couple of weeks. It
could prove to be very insightful. Little change again in the Investors Intelligence sur-
veys—I suspect that will change this week as well.

O Q)

Neutral :
30.43% Bullish

Bullish

45.83% 43.48%

Bearish

29.17% Bearish

26.09%

August 29 - September 2, 2016 August 22 - 26, 2016
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1498 Reisterstown Road, Suite 286 Baltimore Maryland 21208 Phone: 410.609.7100
info@goldmanresearch.com www.goldmanresearch.com

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.
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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 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

The Goldman Guide

COPYRIGHT ©Goldman Small Cap Research, 2016


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
http://www.goldmanresearch.com

