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 When Will The Stock Snooze-Fest End? 

Ever since we had 

that nice run in July, 

stocks for the most 

part have been an 

absolute bust. To 

be accurate, it has 

been a snooze-fest 

with little change 

and volatility from 

week to week, with 

the exception of mi-

crocaps. (More on 

that later.) 

For example, the range of the S&P 500 Index since the be-

ginning of September is 2171 to a low of 2115 and a high of 

2182, which is nothing for a 60 day period.  Clearly, earnings 

have not wowed, the election has been a giant pain in the 

ass that has fractured the country like a butt crack, and eco-

nomic numbers are not making anyone feel warm and fuzzy 

inside. 

Of course, the latest email scandal, or extension of the previ-

ous email scandal surrounding Teflon Hillary will only serve 

to provide investors with consternation until her inevitable 

victory. Does that mean that the narrow trading ranges will 

continue, despite the hot and heavy earnings season? 

I am afraid so.  

Frankly, investors should be not pleased with this apparent 

treading water. In reality, the pool is getting deeper, not stay-

ing shallow. I believe all of the major indices are below their 

20 and 50DMAs, with declining RSI’s. Not good for now, but 

perhaps November won’t be a turkey once the dust settles.  
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 Stocks seem like they are 

standing still 
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and may not turn until we are 

well into November 

 Small caps are getting smacked 

but are coming to a level where 

the RSI should give off a buy 

signal 
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oversold and we will find out 

after it reports on Monday after 

the close. It may be good for 

the body and the portfolio 

THE MAJOR INDICES 

Index Close 2016 

DJIA    18,161    4.2% 

S&P 500 
     2126    4.0% 

NASDAQ       5190 

 
   3.7% 

Russell 

2000 
     1188    4.6% 

(figures are rounded) 
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The Stock Market Today 

 

It is hard to believe because it seems to have happened both quietly and almost clan-

destinely, but small caps and microcaps have been clobbered in October. Heading into 

the last day of the month, Halloween, the Russell 2000 Index is down a scary 5.1%. 

Even when a company reports solid results, there is little to sustain a higher price. 

Granted, it doesn’t help that when the NASDAQ bellwethers slip the small caps fall. 

However, this seems to be a systemic or segment issue and may be best confirmed by 

the tepid performance of so many recent IPOs. Just like with government officials, there 

is no conviction out there. 

Alas, all is not lost. The RSI on the Russell 2000 is in the 34 range. Anything below 30 is 

a real buy signal. It is also meaningfully below its 52-week high, has a favorable 12-

month forward P/E, and nice earnings growth ahead. In fact, the 17.5x P/E compares 

with the 19.4x multiple for the NASDAQ 100, and an 18x for the S&P 500.  

By the way, since 2001, November endured only 2 down months that were just slaugh-

ters. The other 3 down periods were less than 0.5% each. On the plus side, the 10 

month gainers averaged 3.4% with 7 of 10 over 2.5%. So, take comfort that the worst 

may soon be over. Now, if the consumer closes his/her wallet this holiday season, 

Trump wins, or Russia’s saber-rattling becomes more pronounced, well, that is a horse 

of another color. 

Index Close 52-Wk Hi 52-Wk Low Hi Date Low Date % off High

% from 

Low

% Above 

200-DMA

DJIA 18,161 18,668 15,451 8/15/16 1/20/16 2.7% 17.5% 2.5%

S&P 500 2,126 2,192 1,810 8/15/16 2/11/16 3.0% 17.5% 2.3%

NASDAQ 5,190 5,343 4,210 9/22/16 2/11/16 2.9% 23.3% 5.4%

Russell 2000 1,188 1,263 943 9/22/16 2/11/16 5.9% 26.0% 3.7%

Average 3.6% 21.1% 3.5%

Sources: www.BarChart.com, Goldman Small Cap Research

U.S. Stock Market Index Performance

10/30/2016
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NLS: Good for Your Body and Your Portfolio 

 

Since 2013, we have written from time to time 

about Nautilus, Inc. (NYSE—NLS—$17.85—NR), 

and it appears to be as attractive as ever, today. 

For the uninitiated, or those who do not watch late 

night televisions, NLS  is a global fitness solutions 

company that believes everyone deserves a fit 

and healthy life. With a brand portfolio including 

Bowflex®, Nautilus®, Octane Fitness®, 

Schwinn® and Universal®, Nautilus, Inc. devel-

ops innovative products to support healthy living 

through direct and retail channels as well as in 

commercial channels with Octane Fitness® prod-

ucts . 

At current levels, the stock trades 15.8x this 

year’s Wall Street consensus EPS estimate of $1.13, which is a 21% rise over last year. 

Plus, NLS trades 13.3x 2017 EPS. These low multiples are a meaningful discount to the 

Company’s EPS projected growth rate. In our view, given its 19x multiple on 2015 EPS, 

these shares could approach $22 in the next 3-4 months, which represents a 22% gain. 

The Company is slated to report results after the close on Monday, October 31st. We do 

not recommend buying beforehand, given the inherent risk. Still, if the results are in line 

or better, and guidance stands firm, these shares could enjoy a short spike and still 

have considerable upside potential. NLS has a history of some outperformance so it is 

reasonable to assume it could happen for a 5th straight quarter.  

We note that the stock tanked sharply from $25 to current levels due to a downgrade in 

September, and it looks terrible, on a technical basis. Given that no changes to esti-

mates have occurred, we believe it offers real value and the sell-off was an overreac-

tion. What makes it peculiar is that the downgrade occurred 60 days after the initiation of 

coverage, which likely exacerbated this sell-off. In any event, with an RSI of only 22.4, it 

is possible that our oversold opinion may be confirmed by a sub-30 RSI Buy signal. 
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Say What? 

 

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

week’s Say What? feature... 

 

 

 

The New York Times 

http://www.nytimes.com/2016/10/26/business/economy/if-immigration-cant-be-stopped-

maybe-it-can-be-managed.html?ref=economy 

It seems to me that most Americans would be on board with much of this. 

The New York Post  

http://nypost.com/2016/10/28/man-legally-changes-his-name-to-iphone-7-to-score-

gadget/ 

And I thought “He Hate Me” was ridiculous. 

USA Today 

http://www.usatoday.com/story/tech/news/2016/10/29/facebook-ireland-test-camera-

news-feed-snapchat-video-photos/92959110/ 

Can Facebook be stopped? 

Bloomberg 

https://www.bloomberg.com/view/articles/2016-10-28/shift-from-active-to-passive-

investing-isn-t-what-it-seems 

Brilliant Bill Miller on it again. 

ZeroHedge:   

http://www.zerohedge.com/news/2016-10-29/anxious-ceos-confirm-gdp-data-weak-us-

consumer 

Can’t blame them. 
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Notable Numbers 

 

AAII Sentiment Survey (figures rounded) 

 

  Current   Last Week Long Term Avg 

Bullish     25%      24%        39% 

Neutral     41%       38%      31% 

Bearish     34%      38%      30% 

 

Last week we noted that the Lipper Fund Flows data seemed a bit, well, odd. The latest 

figures are not exactly bullish. In the most recently reported period, equity fund outflows, 

excluding ETFs, was a whopping $20.2 billion! To put this in perspective, the same cate-

gory of outflows totaled $22 billion in the previous 4 weeks combined. It may explain the 

market drops of late and could continue again. On the plus side, considering that in the 

recent week there such fewer bond inflows, we hope that money is on the sidelines that 

returns in the coming weeks. 
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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.  
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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 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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