
 

2016 Stock Market Outlook 

Introduction 

Thank you for purchasing the 2016 Market Outlook.  I hope this 2016 outlook can serve as a resourceful guide 

all year to target best of breed names in industries when trends are favorable.  I do not expect you to follow 

every piece of advice in this report as every investor has his/her own style of investing, different risk 

parameters and timeframes, as well as each individual’s personal outlooks that may differ from my views.  The 

goal here is to open your eyes to names I favor in 2016 for various reasons, a guide to some key trends and 

themes in investing, and likely introduce you to some exciting stocks that were not on your watch-list as I 

have always thrived in discovering under-followed stocks that become superstar performers.  The optimal 

entry, exit, and stop-loss levels provided are not set in stone, the market is always changing and I put 

together high quality names that can be owned for multiple years, but just provided levels for those using a 

one year time horizon.   Utilize your skills as an investor/trader with a combination of fundamental and 

technical analysis to be strategic with timing trades.  Each name mentioned in this report should also be 

researched further as these are brief views as I am a firm believer that less is more, and you should be able to 

lay out an investment thesis in a few sentences, but more in depth due diligence always adds value and 

confidence to the view.  If you enjoy this report, take a look at the monthly OptionsHawk Max Plan where we 

provide in depth analysis daily and create a ton of resources for traders and investors. 

It was not an easy year for many traders in 2015 as much of the year trading took place in a choppy range 

fashion and then sharp drops in August and September.  As we close the year, markets are near flat YTD and 

despite all of the negativity in sentiment indicators, the S&P is just 3.3% from an all-time high.  A portfolio of 

last year’s long and short picks from the 2015 outlook returned around 20%, much of which was carried by 

the shorts.  Many were spoiled in previous years with the trend moves, and 2015 was more of a year to be 

patient, buying weakness and not chasing resistance breakouts.  Stock selection and relative strength studies 

were important and we are seeing a shift from low quality to high quality.  It is vital to track the quarterly 

earnings reports and break down the reports to see which business segments are seeing growth.  It did not 

pay to be a passive investor in 2015, and was imperative to get ahead of the sector rotations to be active with 

allocations.  2015 also was a year that showed outperformance is best generated utilizing a long/short 

approach, and not to be afraid of shorting stocks.  Personally, I shorted 50X the amount of stock I had in any 

previous year, targeting low quality stocks, and it helped tremendously.   

2015 was also a record year for M&A which personally contributed to a lot of my gains this year being involved 

in 35+ deals, utilizing a combination of unusual options activity and in depth research to get into these names 

often just days before the acquisition news.  Participation has definitely dwindled throughout 2015, less stocks 

are showing relative strength and healthy uptrends, a warning sign of some troubles ahead, but the 

importance of sticking to relative strength names on the long side and being active with shorting low quality 

names into trend resistance is paramount.  One fairly simple rule I like to use is to avoid longs in names where 

the 8 week EMA has crossed below the 20 week EMA, and vice versa for shorts, it will keep you on the right 

side of the trade more often than not.   

 

 



We enter 2016 with the bull market run in the later innings, at least when looking at the lengths and moves of 

previous bull markets.  A lot of companies are struggling to generate top-line growth and in previous years 

have been given a pass because earnings targets are reached via various cost controls, margin gains, and/or 

financial engineering tactics.  That era may be coming to a close as margin and multiple upside are reduced in 

this new environment.  We also enter 2016 with the start of a Fed tightening cycle, diverging from the 

loosening policies seen in the Eurozone and China, and this is likely to increase volatility and market swings.  

The ECB’s asset purchase plan has been approved through March 2017, so late 2016 may begin talk of 

tapering.   

The US Dollar will again be in focus as it caused a lot of F/X headwinds in 2015, so if that ascent stops, or 

even just slows, there may be material upside to EPS estimates.  Modest growth is seen in 2016, 2.5% in the 

US, 2% in the Eurozone, and 6.9% in China, the latter likely decelerating throughout the year.  Another main 

question is how many times will the Fed raise rates this coming year, the market expectation if for 2 while the 

Fed’s “dots” suggest 4.  Recent disruptions to the high yield market have caused some fears of credit quality, 

but outside of Energy credit appears rather healthy, though expect a few major credit events in the Energy 

space this year.  Rising wage pressures could provide some earnings headwinds in retail, restaurants, health 

care and homebuilders and if it ascends too quickly it can also influence the Fed to be more aggressive with its 

tightening.   

The US Elections will come into focus later in 2016 and the major talking points will impact various industries 

as we near a point where there appears to be a clear-cut winner.  This will be discussed more in depth later in 

this report. 

In closing, the best piece of simple advice is to buy stocks in quality companies growing both the top and 

bottom line in attractive industries with positive tailwinds for growth.  Quality meaning companies that have 

consistently exceeded earnings expectations in previous quarters, strong management, positive margins and 

efficiency ratios (ROE, ROA), and healthy balance sheets.  Attractive industry meaning an industry showing 

growth that has meaningful available market remaining, being involved in the secular shifts seen in economies.  

The 2016 themes section of this report will be helpful for finding those industries.   

The exact opposite of the above applies for finding stocks to short.  Technical analysis should be used for 

entry/exit for risk management, and not for stock selection, though discovering a stock showing a strong 

momentum trend can often lead you to a great fundamental story, so it is important to utilize all available info 

when making an investment/trade. 

At OptionsHawk we perform fundamental, technical, ownership trends, and options activity analysis while also 

discovering the likely catalyst for a move, and when all of these individual analyses give the same signal, it is a 

worthy trade/investment. 

Thank you again and I hope you enjoy this year's report, it is the most extensive to date.  Best of luck to 

everyone in 2016! 

 

 

 

 

 

 

 

 



S&P 500 (SPX) Technical View and Analysis 

Analysis:   

The charts and tables below can be used as a guide for key levels and patterns to be watching throughout 

2016.  The S&P is currently set to close the year on a down note just below flat for the year and in a 2 month 

channel down pattern with 2,115/2,100/2,075 near-term resistance levels while support levels at 

2,040/2,030/2,000.  Taking the longer term view the market has basically moved in a large 1,850/2,130 

sideways box the last two years, consolidating after a sharp rally from the 2011 low to 2014 high.  One main 

concern is looking at weekly MACD which is nearing a bearish crossover as well as weekly RSI which has been 

in a downtrend since peaking in June 2014, which favors a move lower, potentially testing that lower end near 

1,850.  A move of weekly RSI above the 60 level would be a strong buy signal that this rally is ready to 

resume higher, break out of this range and start reaching for new highs, and some of those measured move 

and Fibonacci Extension targets are provided in the table below.  On a positive note the 20 week EMA is trying 

to cross back above the 40 week MA which would be a bullish signal, and we still have a positive long term 

trend as the 8 Month EMA > 13 Month EMA > 20 Month EMA.  There are sure to be corrections along the way, 

but the long term uptrend remains firmly intact and I think the 1,730 level, a 38.2% retracement of the 2011-

2014 rally is the max correction we can see in 2016.  Looking at the extreme long-term, I provide the 35 year 

with 6 month candles chart below that shows we are only 3 years removed from a massive bull flag breakout, 

and history shows that investing in the market is a marathon, not a sprint, so over the long term things 

continue to look fantastic as this measures to a long-term target of near 3,000 for the S&P. 

In conclusion, the short-term outlook is the market can break either way but the weakness in overall breadth 

and momentum indicators suggests downside, while the longer term analysis remains very favorable for 

further upside the next 1-3 years as well as the next 5-10 years, it remains a buy the dip kind of market unless 

we see important long-term support levels broken. 

Key Levels Table 

2016 Market 

Level Description 

2016 Market 

Level Description 

2,940.0 Measured Move of 1974-2013 Bull Flag Breakout 2,043.5 Tenkan Daily  

2,480.0 123.6% Extension of 2009-2015 2,042.7 10 Month EMA 

2,475.0 161.8% Extension of 1974-2000 2,040.0 Volume by Price Support 

2,310.0 1850/2130 Measured Move Box Breakout 2,038.0 50 Week EMA 

2,210.0 138.2% Fibonacci Extension of Oct. Rally 2,030.0 3 Month Channel Up Support 

2,200.0 

Measured Move of 800/1500, 15 Year Range 

Break 2,000.0 Retest of Oct. Breakout and Dec. Low 

2,175.0 123.6% Fibonacci Extension of Oct. Rally 1,999.9 Weekly Kijun 

2,160.4 Weekly Upper Bollinger Band 1,995.0 Daily IchiMoku Cloud Support 

2,135.0 Summer 2015 Highs, Resistance 1,992.0 20 Month EMA 

2,122.4 128.2% Extension of 1974-2000 1,975.0 Weekly Cloud Support 

2,116.8 Monthly Upper Bollinger Band 1,932.8 Weekly Lower Bollinger Band 

2,115.0 November High 1,910.0 

4 Year Trend Support (For Jan. 2016, 

Rising) 

2,105.0 Heavy Volume by Price Resistance / Aug. Highs 1,872.0 Sep. 2015 Low 

2,080.0 2 Month Trend Resistance 1,867.3 Monthly Lower Bollinger Band 

2,079.6 Weekly Cloud Resistance 1,820.0 Oct. 2014 Low 

2,066.6 50 Day SMA 1,810.3 200 Week EMA 

2,061.5 200 Day MA 1,788.3 23.6% Retracement of 2009-2015 

2,055.0 Weekly Tenkan 1,787.7 50 Month EMA 

2,048.8 Kijun Daily 1,730.0 38.2% Retracement of 2011-2015 

2,046.5 20 Week EMA 1,574.0 38.2% Retracement of 2009-2015 

  1,500.0 Retest of the 2013 Range Breakout 

 



Charts 

S&P 6 Year Weekly 

 

S&P 35 Year with 6 Month Candles 

 



S&P 2016 Roadmap Scenario 

The S&P may give a head-fake to start the year but then start to rally, the January effect in play, back to 

resistance before March rate hike concerns come back into play and test channel support.  After the actual 

hike expect a bounce, but then sellers to re-appear and move under the 2015 lows before rallying sharply into 

the elections.  As the elections near a close, some selling comes back and people start to fear a down year 

before rallying into year-end to the 2,135 fair value target for year-end 2016. 

 

 



Market Sentiment/Breadth, Macro Picture and Fundamental Analysis 

Sentiment Surveys: 

AAII Sentiment Survey 

The AAII Sentiment Survey for the week ending 12/23/15 showed a slight rise in bullish sentiment to 26.4%, still well 

below the 38.7% long-term average, and bearish sentiment fell 7.9 to 31.5%, remaining above its 30.3% historical 

average.  Neutral sentiment continues to be elevated, rising 5.4 to 42.1%, above the 31% historical average.  The 

Bull/Bear spread has been below 0 for three straight weeks, the longest streak since July/August.   

 



The Investors Intelligence Bull/Bear Survey 

The Investors Intelligence Bull/Bear Survey is another contrarian indicator often used, the norm being 45% 

bulls, 35% bears and 20% neutral.  The ratio indicated overall investor sentiment in the market from actual 

people working in or with a stake in the market.  The current level of 40% bullish remains depressed and the 

table below shows that when this survey is bearish, markets tend to outperform. 

 

 

 

 

 



There are similar surveys such as the TIM Group Market Sentiment which is derived from actionable trade 

ideas sent by the sell-side to their buy-side clients over the TIM Ideas Platform, and that stands at 49.9% 

bullish, down from 50.5% three weeks ago. 

Market Vane bullish consensus is at 57%, down from the 60% level seen below three weeks ago. 

 

NAAIM Exposure Index 

The NAAIM Exposure Index is shown below versus the S&P 500, a measure of average exposure to US equity markets 

reported by active managers.  It tends to be a contrarian indicator, so when there is high exposure, markets tend to 

fade, and when exposure hits low levels, markets tend to rally.  There are not perfect fitting rules, but when it moves 

above 80 you should become cautious, and below 50 is generally a buying opportunity, while the slope of the 8 week 

EMA of the NAAIM number can also give a signal, bullish when rising, bearish when falling.   

 



BAML’s Global Fund Manager Survey suggests investors are 6% underweight the US. 

 

Sell-Side Survey Indicator 

Wall Street Strategists are bearish on equities, the consensus equity allocation is just 53.1% versus a long-term 

benchmark of 6-65%.  Historically this has proven to be a very bullish contrarian signal with an average +16% 12 month 

return, positive returns 96% of the time. 

 

Small Business Optimism – The index has improved since 2010 steadily but has a lot of room for improvement to enter a 

real thriving economy. 

 



Fund Flows, Short Interest and Insider Trading 

Fund Flows:  The charts/graphs below show how much selling has taken place in US Equities, a hated investment asset 

as we enter 2016, and generally seen as a bullish contrarian indicator. 

 

 

 



Insider/Buybacks:  Buybacks were a major theme in 2015 and many of these names underperformed as it 

is better for buybacks when stocks are undervalued and in the current environment the money could have 

been utilized more efficiently, such as in M&A.  As we enter 2016 there are some extreme indicators pointing 

to a rebound in the names undertaking large share buybacks, a trend to watch. 

 

 

 

Short Interest – Short interest trended higher throughout 2015 before some covering into the October sell-

off. 

 



Breadth Readings 

Below are a variety of the key breadth readings and some of the signals I utilize for market timing, and always am 

developing more indicators.  One of the newer ones I noticed in 2015 was the S&P’s correlation with the performance of 

Blackrock (BLK) stock, the latter being a slight lead indicator.  Credit risk is also seen as a potential theme in 2016, so it 

will be important to keep a close eye on the trading in the high yield funds, JNK and HYG which often present a red flag 

signal early. 

NYSE Cumulative A/D – These reading peaked just before May this year and trended lower through early October, it was 

a leading indicator as it weakened yet price was sideways ahead of the sharp August sell-off.  In recent months it has 

recovered from October lows but unable to clear the 18,000 level, and the peak was 22,700, so in order for this market 

to get back into trend mode this indicator has to clear these levels. 

 

NYSE McClellan Oscillator (NYMO) – This indicator has proven very useful in combination with sentiment and volatility 

indicators for timing key market tops and bottoms.  It ranged -60 to +40 much of 2015 and readings outside that range 

were the extremes for oversold and overbought.  It stands at +24 into 2016, slight overbought. 

 



NYSE Summation Index (NYSI) – This indicator is great to use when looking for divergences from price while another 

great signal has been as simple as 5 or 8 day EMA crossovers, above is a buyers’ market and below is a sellers’ market.  

Below is a visualization of it with the 8 day EMA and crossovers highlighted (Squares = Bullish; Circles = Bearish).  

Heading into 2016 it recently crossed bullish but needs to sustain a move higher for confirmation. 

 

NYSE Cumulative TICK – This indicator has been strong most of 2015 and not far from a new high as the year comes to a 

close.  Utilizing 20 EMA crossover has proven useful in whether it is a bullish/bearish tape, as shown in the chart below. 

 



ARMS Index (TRIN) – This indicator can also be useful for overbought and oversold indications, prefer to use the 21 and 

55 day moving averages to eliminate the noise from the daily readings.  When the 21 day MA crossed above 1.3 it 

tended to coincide with market bottoms, conversely readings below 1.1 tended to be an indicator to remove risk and be 

more cautious.  The 55 day MA gave less signals but when it pushed above 1.30 it gave a great signal to buy the lows in 

September.  TRIN averaged a 1.18 reading during 2015. 

 

 

 

 

 

 

 

 

 

 

 

 

 



Volatility and Options Sentiment 

The CBOE Equity Put/Call Ratio has been volatile into year-end, but throughout 2015, 0.68 was the average reading, and 

a 50 day average of 0.7.  In 2015 readings above 0.94 tended to precede market rebounds, and is even a better indicator 

if the market is trading near its lower Bollinger Band, while readings below 0.6 tended to precede topping markets and 

the same applied with a better indicator if stocks are near the upper Bollinger Band.  Note that this ratio can change 

rapidly day to day, so smoother moving averages give a better observation of sentiment as do the brief outliers. 

The CBOE Index Put/Call Ratio throughout 2015 had an average reading of 1.19, and the current 50 day average is also 

1.19.  Observing the extremes, when the indicator was above 1.5, roughly 9 occurrences in 2015, the market tended to 

rebound over the next 3-5 days.  There appears to be little correlations with extremes on the other end of the spectrum. 

ISEE Indicators vs. S&P 500 in 2015 

 

The VIX: VXV ratio is currently at 0.88, noting that readings above 1 have coincided with market bottoms on 10+ 

occasions in 2015, a great indicator of extreme fear.  For 2015 the average reading of this indicator was 0.89 and an 

average VIX of 16.7.  When VIX call volume surpasses 1 million in a single day it often marks the bottom either to the day 

or within a couple days, a nice gauge of extreme fear.   

The CBOE Skew Index saw a lot of talk in 2015, but the indicators signals are minimal as it has violent day to day moves.  

It is heightened as we close 2015 near the 140 level, showing puts are expensive to calls. 

In individual stocks skew standouts include: 

Puts Expensive to Calls: GMCR, SNDK, BHI, DHR, DO, RIG, BRCM, CHK, T, TEVA, URI, CL, MCD, CCE 

Calls Expensive to Puts: COG, SWN, VMW, GG, CMA, SPLS, RRC, MU, TWX, MJN, DD, MRO, OCN, GLW, BX 

Seasonality Stats 

• 2016 is a Presidential Election Year – Markets On Average +11% in Election Years 

• 2015 was a Flat Market (-3% to +3%) – Average Return Year Following Flat Market +19% 

 



Macro-Economic 

We enter 2016 with US Fed Policy diverging from the two most important global economies, China and Europe.  While 

China has seen a slowdown in growth, it is expected to ramp up stimulus and initiatives to hit targets, but remains a key 

risk to markets.  The Eurozone is seeing a strong recovery and expectations are for further stimulus in the first half of 

2016.  The Eurozone is far removed from the crisis and CDS spreads have returned to normalized levels.  The growth in 

China has slowed, but remains well above developed market norms, and much of its subtle slowdown has been felt 

across the commodity space.  China, much like the US, is attempting to become a more consumer and services driven 

economy, so overall the main takeaway here is to avoid the Commodity and Industrial China exposure names, and focus 

on the companies delivering growth overseas.  Emerging markets remain an area to avoid in 2016 with the strong ties to 

commodity markets and the strong US Dollar trend will continue to be a major headwind. 

 

  

 



Fundamental 

The S&P 500 is set to finish 2015 right where it started the year and nearly an exact 50/50 distribution of stocks that are 

positive/negative YTD.   It was a year the featured major bifurcation as certain sectors saw extreme weakness, while 

there were also plenty of outperformers, notably in Tech and Healthcare.  The US Economy is strong as we close the 

year, despite some softness in manufacturing reports, as a nation we are shifting to more of a service economy which is 

reverberating across many industries.  Weak productivity readings in the US reflect poorly on the overall economy, the 

move to a sharing economy is not fully measured in GDP and rapid advanced in IT are reducing capital spending.  Strong 

gains were seen in the employment market and wages are finally starting to climb, both positive tailwinds into 2016.   

The main risks as we enter 2016 include China, Oil, Global Economic Slowdown, Geo-Political, Fed Hikes Faster and More 

Aggressive, US Politics, and Market Liquidity & Flash Crash Risk. 

The US Bull Market has lasted 81 months from the March 2009 low and advanced 200%, the third longest uptrend since 

1932 and well above the average bull market gain of 138%.  Projections for 2016 are for US GDP to grow 2%, on par with 

2015.  I would expect large caps to outperform small caps in 2016 at this point in the cycle.  The valuation mismatch 

between stocks and bonds continues to warrant overweight equity positions.   

 

On the earnings front the year saw notable F/X related weakness and still a struggle for overall top-line growth, while 

margin upside and multiple expansion may be nearing a peak as discussed in last year’s report with the interest rate 

trajectory shifting.  In Q3 around 75% of S&P 500 companies beat analyst estimates on earnings, and 50% beat on sales, 

but year/year earnings -2.2% and sales -3.5%.  Much of the year/year decline was due to weakness in Energy and 

Metals.  Earnings are projected to rise 7% in 2016, though we are likely in the later innings of the bull trend with macro 

uncertainty, slowing earnings growth, and weakening market breadth.  The strongest potential for upside in markets 

exists on the sentiment side, if optimism can start to outpace the fundamentals before putting in a proper top in the 

cycle. 

The last 30 years has been a period of falling US interest rates and a weakening US Dollar, so the new era that starts this 

year equates to doing the opposite of what previously worked.  The conclusions are to favor stocks over bonds, liquidity 

over leverage, developed markets over emerging markets, high quality over low quality, and large self-funded 

companies over small, capital-dependent companies. 



The S&P 500 is currently trading 18.5X Earnings, a bit above its fair value ratio at 17X for this environment of earnings 

growth and 10 year Treasury level.  Markets tend to do well in the early innings of interest rate raises because the rates 

are being raised as a signal of the economy strengthening.  At this point in the bull market cycle it is unlikely there is 

much room left for multiple expansion, so earnings become ever important to drive market upside.  Current projections 

expect 2016 EPS of $126 and 2017 at $131.   

My projections for 2016 are as follows, and assign a 25% probability of the bull case, 60% probability of the base case, 

and 15% probability of the bear case to arrive at a year-end S&P 500 value of 2,135, a 3.5% return for markets.  In the 

second half of 2016 the FY17 estimates start to come into focus as a forward-looking market, so there can be further 

room for upside. 

  EPS Trading Multiple S&P Value Annual Return 

Bull Case $127.50 18.5 2358.75 14.50% 

Base Case $125.00 17 2125 3.15% 

Bear Case $120.00 15 1800 -12.60% 

 

Another visual of consensus earnings estimates and alternative scenarios for valuations and outcomes, though Analysts 

tend to be overly optimistic: 

 

Goldman Sachs year-end 2016 target is 2,100 and their EPS projections and market projects out to 2018 are presented 

below: 

 



RBC expresses the S&P 500 via fair value bands and has a 2,300 year-end target: 

  

Bank of America Merrill Lynch has a 2,200 target for year-end 2016, but has a 3,500 target by 2025!  BAML notes that 

the ongoing skepticism in this strong market for four years has not subsided and in cycles this eventually shifts to 

optimism and perhaps even euphoria before the bull market cycle ends.  The S&P has only gained 12.5% in the last two 

years, and since 1930 the lowest S&P 500 returns in the last two years of a bull market was 30% and on average is 60%. 

A great historical perspective of market conditions in prior peaks from BAML: 

 



M&A was at a record in 2015 and corporations still are holding record amounts of cash, so the deal-making environment 

should stay strong in 2016. 

The US Dollar strength was notable and aligns with a strengthening economy, though a potential double top in place.  A 

strong US Dollar supports consumer spending, which accounts for 70% of US GDP. 

 

More Interesting Graphics 

  

 

 



  

  

 



Gold Technical View and Analysis 

Gold is down around 10% in 2015 as commodities overall struggled with the strength in the US Dollar, and in a low-to-no 

inflation environment, the rationale for being long Gold remains weak.  As of mid-December the CFTC’s Hedge Fund 

Hold Net Position was at the most extreme bearish in history, an indicator of current sentiment.  Higher rates generally 

cut the appeal for metals as well as they do not pay interest like competing assets, though much of this negative 

sentiment has already been built in and the rate rises are expected to be very gradual.  Gold, historically seen as a safe 

haven and an inflation hedge, serves little purpose in the current environment, and thus its underperformance the past 

three years.  The US Dollar remains the biggest headwind for gold prices, and would pay attention to the USD trend, a 

break of the uptrend would likely cause sharp short covering in Gold. 

 

On the chart Gold is in a long downtrend since the 2011 peak, and last year in the market outlook I called for a move 

down to $1,000, and this still appears likely.  Gold is now trading below its weekly cloud support that is was above from 

2003 to 2012, and the 20 month EMA has acted as resistance on a series of bounce attempts the last two years.  The 

$975/$1000 zone remains an important as the 2009 breakout retest.  In the current trend Gold can easily slip below 

$1,000 and move back as far as $700 after putting in a major peak 2011-2013, and the only way I become constructive 

on Gold is a close above the 20 month EMA, currently that level is $1,183, and on that move would look for a rally to 

$1,300 on short covering. 

 



Oil Technical View and Analysis 

Crude Oil was fairly stable the first 6 months of 2015 after a sharp sell-off in Q4 2014, but since July has seen 

continuation lower with a combination of the strong US Dollar, a supply glut, and weaker demand with slowing global 

growth, notably China.  Even the last inventory report of 2015 showed a much higher build than expected, and the $35 

level has come into focus though some now calling for $15-$20.  The US Shale boom caused faster and cheaper oil 

production and the lifting of the US oil export ban recently has done nothing to stabilize prices as North Dakota 

production only accounts for 1.5% of the global total, while OPEC’s year-end meeting also did not help the over-supply 

issue.  Saudi Arabia and Russia have continued to pump oil to defend their market share, and there is now a ton of 

excess oil in storage across the World.  Oil has become a commodity utilized in geopolitics, so with Iran ramping up oil 

production, other countries are unwilling to cut, and the demand side of the equation is also not showing a lot of 

promise either as the World’s top economies like China and the US are shifting away from Manufacturing/Industrial and 

more towards service economies.   

  

  

 

 



On the chart Oil has moved back to a key level at $35 that aligns with a bottom from 2009 and also retesting the former 

major breakout move in 2004, showing slight weekly bullish RSI divergence.  Although I do not like the fundamental 

outlook, the technical chart is forming a weekly channel down and hitting the lower rail with MACD trying to cross 

bullish, room for a rally back to resistance as high as $48 before turning back lower. 

 

 

 

 

 

 

 

 

 

 

 



Top 15 Long Investment Ideas for 2016 in Large/Mid Cap Stocks 

 

Alexion Pharma (ALXN) is the largest independent rare-disease company with strong growth in its flagship product 

Soliris and 2016 a big year with anticipated launches of Strensiq and Kanuma.  The two new drugs will give ALXN much 

needed diversification of products and each expected to see $1B in peak sales, though a 3 month delay in approval may 

make ALXN more of a 2H 2016 story as these launches take some time to gain momentum.  ALXN shares are basically 

flat in 2015 and the $43B Company trades 34.45X Earnings and expecting 23.8% sales growth in 2016 and a 25% EPS 

CAGR through 2020.  In October ALXN posted Q3 results well above Street estimates and saw 20% year/year revenue 

growth.  ALXN is deserving of a premium multiple with its history of excellent growth and forward projections, a true 

powerhouse growth story among large cap stocks.  In December the Company highlighted significant progress in its early 

and late stage rare disease portfolio, and in 2016 expects preliminary data in the second half of eculizumab in delayed 

graft function.  ALXN targets 6 new approvals by 2018.  Baker Brothers Advisory, a top Biotech investment fund, owns 

ALXN as its 4th largest holding, 9.45% of the portfolio.  Orbimed Advisors, also a leader in Healthcare investing with a 

$10B fund, holds ALXN at its 9th largest position, 3.52% of its portfolio and was adding shares in Q3.  On the chart shares 

moved out of a $145/$180 bottoming range in early December that targets an upside move to $215.  The monthly chart 

sets up with a large consolidation flag in a strong uptrend in the $155/$200 range, and look for a move above $200 to 

target a measured move to $245.  The optimal entry levels are at $180 and $165 with that upside target of $245 and a 

stop-loss at $140. 

Avago Tech (AVGO) is a $40.9B Semiconductor that has seen shares gain nearly 50% in 2015 and it was a 

transformational year as it acquired Broadcom (BRCM) in a $37B cash and stock deal.  AVGO trades 14X Earnings, 6X 

Sales and 31X FCF with a 1.2% yield and in 2015 EPS jumped more than 325% from 2014 levels and sales have nearly 

tripled since 2013.  AVGO has multiple growth drivers across the Wireless, Enterprise Storage, Wired Infrastructure and 

Industrial markets such as LTE Deployment, Increasing RF Bands per Phone, Data Center Bandwidth Demand, Migration 

to Cloud Services, Big Data and Analytics, and Energy Efficiency.  AVGO is the most diversified of the RF chip stocks, an 

area in Semi’s showing stronger growth, and it is the best in class name generating 20% content growth.  AVGO has also 

showed strong growth in the enterprise storage segment and boosted by the Emulex acquisition.  It remains strongly 

tied to mobile (37% of sales) which comes with some seasonality cycles, and its increased debt leverage from the 

Broadcom deal is one concern into 2016, but a history of making acquisitions and should be able to take it in stride.  

AVGO is set to earning $9.70 in EPS for FY16 and many firms project it can reach > $16 EPS by 2018, deleveraging and 

asset divestures potential catalysts moving forward.  AVGO is the best in class Semi moving forward and though it may 

take until 2H 2016 for the Broadcom integration and reacceleration of growth, a name to build a position.  Institutional 

ownership in AVGO rose 3.3% in Q3 with Viking Global a top buyer adding to its large stake as was Third Point LLC.  Silver 

Lake Group, a $6.4B Fund, has 26.7% of its portfolio in AVGO and Coatue Mgmt., a $9B Fund, holds AVGO with a 6% 

weighting, its 4th largest position.  On the chart AVGO shares rose to $148.50 from $33.50 the last three years before 

pulling back to test weekly cloud support in August of this year, now consolidating just below new highs.  The $135 and 

$128 levels are optimal for entry, an upside target objective of $180 with a stop-loss at $115. 



Salesforce.com (CRM) is a $52.75B leader in cloud computing solutions that trades 80.5X Earnings and 70.6X FCF, sales 

more than doubling from 2012 to 2015.  CRM has seen its short float drop to less than 2% after being near 15% in 2013 

as investors have finally realized the massive growth potential as it is the top player in the fastest area of Tech 

innovation.  CRM recently posted Q3 results that included stronger than expected billings and FY17 revenue guidance.  

CRM is also seeing an upside ramp in operating margins and new products are gaining traction, expanding its total 

available market.  At 8X EV/Revenues Salesforce.com shares are not as rich on valuation as other metrics make it 

appear, and its strong liquidity and revenue growth opportunities make it worthy of a premium multiple.  CRM expects 

to achieve $6.65B in revenues in FY16 and has the potential to surpass $10B in revenues for FY18.  CRM recently 

announced a deal to acquire SteelBrick, and has a history of making small strategic tuck-in deals that it can help expand 

its footprint, already having such a large installed base and sales team can ramp revenues for these new offerings.  CRM 

is well on its way to becoming an earnings story as it grows revenues and expands margins, and also comes with the 

M&A angle, a name that has been reportedly suited by large cap Tech companies.  A large option strategy on 12-23 

opened the March 2016 $85/$95/$105 butterfly call spread at $1.50 debit.  Criterion Capital Mgmt., a $3B concentrated 

fund, has a 6.4% weighting in CRM, its 3rd largest position.  Sands Capital, a $36B Fund, has a 4.6% weighting in CRM, its 

4th largest position and Marisco Capital has a 3.06% weighting as its 13th largest position and added 1.24M shares in Q3.  

On the chart CRM shares have held a long term uptrend and with two key breakouts in 2015, the February move past 

the $64.50 level and the October move past the $75 level.  The $65/$75 range break has a near-term measured move 

target to $85, while the longer term rising trend extensions see $95 as a target by mid-2016.  The $78 and $72 levels are 

optimal entries with a $95 upside objective, and a stop-loss at $65. 

Facebook (FB) was a top pick in 2015 and remains among the best longs for 2016, a Company completely changing the 

way people interact and becoming an advertising giant both on desktop and mobile.  FB also still has a big China upside 

opportunity.  The $300B Tech Company trades 37.5X Earnings and 60.6X FCF, achieving EPS in FY15 that is more than 

triple 2013 levels and revenues more than double 2013 levels in 2015.  Despite its attractive growth profile FB still has 

very low institutional ownership of less than 70%.  The big shift in ad spend to digital media sets up favorably for FB in 

2016, an election year and also the Summer Olympics, and it is a Company still in the early stages of monetizing 

products, including its powerhouse Instagram product.  FB is the dominant player in mobile advertising, the hot spot for 

growth, though also will likely be investing heavily in 2016 which may limit earnings growth upside.  New markets such 

as virtual reality and messaging also give FB upside optionality.  Key metrics for FB such as MAU and engagement are 

seeing accelerating improvement in recent quarters.  Instagram, Premium Video, and Oculus are all strong growth 

drivers for FB as we enter 2016.  On the chart FB shares are forming a weekly bull flag into year-end, looking to clear 

$110 with a measured move target of $130.  The $100 and $95 levels are optimal entries with a $130 upside target, 

stop-loss at $85. 

Intercontinental Exchange (ICE) is the best player among the exchanges, the top operator and cheaper than peers on 

EV/EBITDA while having a strong history of organic growth.  ICE is still seeing benefits from its deal for NYSE-Euronext, 

and in October announced a $5.2B deal for Interactive Data Corp., diversifying its businesses.  At 17.7X Earnings and 

2.23X Book with 15-20% forward EPS growth, ICE remains a top large cap growth/value name.  ICE is also expected to be 

a beneficiary of both the rising rate environment, and with the end of quantitative easing, more volatility in markets.  

ICE becomes a diversified player among the exchange stocks, expected in 2016 to generate 42% of revenues from data 

services, 45% from transaction sources and 13% from listings.  ICE has a strong history of deal-making after successfully 

integrating the NYSE-Euronext and it sets up well as it integrates the IDC deal.  Institutional ownership rose in Q3 and ICE 

is a highly weighted name in a few key funds like Cantillon Capital, Highfields Capital, Jackson Square Partners, and 

Carmignac Geston.  On the chart ICE shares have trended higher throughout 2015 with a few 200 day MA touches along 

the way, currently consolidating below the $265 level for a run to new highs.  The $240 and $225 levels are optimal for 

entry, an upside target of $315 and a stop-loss at $199. 

 

 

 



Eli Lilly (LLY) is a top Pharma play for 2016, expecting 2015 momentum (+28% YTD) to carry over into a catalyst rich 

2016.  The $95.55B Co. is now trading 23.55X Earnings, 4.85X Sales and 6X Book with a 2.37% yield, rich on historical 

measures, but an exciting pipeline.  LLY is also under-owned with less than 75% institutional ownership.  LLY’s new 

success in diabetes with Jardiance boosts its current portfolio and will have a plethora of catalysts in 2016 including: 1) 

ixekizumab potential approval is psoriasis (Q1/Q2), 2) Phase 2/3 readout for BACE inhibitor trial for Alzheimer’s (Q2), 3) 

R&D Day on May 24th, 4) Potential FDA approval of barictinib in RA (Q4), and 5) solanezumab EXPEDITION-3 data 

readout (Late 2016).  LLY will host a R&D Investor Day on May 24th, 2016, a catalyst to note.  Elanco Animal Health now 

represents 15% of LLY’s revenues and is showing solid growth with expanding margins.  LLY is exciting with the 

Alzheimer’s opportunity immense, but also packed with plenty of other late-stage development candidates and sets up 

for solid revenue and EPS growth through 2018.  On the chart LLY shares have spent the last 6 months forming a large 

monthly bull flag in the $78 to $90 range, able to build a nice support base in October above the 200 day MA and 

currently crossing bullish on the weekly MACD.  The $83 and $80 levels are optimal entries with a $110 target, and a 

stop-loss at $75. 

 

Lowe’s (LOW) once again lagged Home Depot (HD) in performance this year but it is starting to close the gap on comps 

and has greater room for further upside.  The $70.6B home improvement retailer trades 19.5X Earnings, 1.2X Sales and 

26X FCF with a  1.45% dividend yield, and set to earn $4/share in FY17 which is nearly double 2014 levels.  LOW remains 

a prime beneficiary of the renovation cycle and that shows little signs of slowing, considering new household formations 

of 1.5M in 2015 was the fastest growth since 2005 and more than double the annual pace.  LOW posted +4.6% comps in 

Q3, just under HD’s +5.1%, and LOW sees margin expansion opportunities.  LOW is a high quality large cap with 20% EPS 

growth that is returning $5B+ capital per year, and is in one of the strong spots for hardline retail with limited impact 

from online competition such as Amazon.  Accelerating trends in big ticket items also position LOW nicely into 2016.  

Greenhaven Associates, a $5B Fund, owns LOW as a 13.55% weighting, its top holding.  Magellan, a $16B Fund, owns a 

8.1% weighting in LOW as its 2nd largest holding and Iridian Asset Mgmt., a $12B Fund, owns LOW as its 4th largest 

position with a 4.5% weighting.  On the chart LOW shares are in a multi-year uptrend and the recent move above $75 

looked to start a new leg higher after trading in a range throughout 2015, currently flagging, and the measured move 

out of the large flag targets above $100.  The $75 and $71 levels are optimal for entry and a $100 upside target, while 

using a stop-loss at $67.50. 

 

Medtronic (MDT) is having an above-average year, +7% YTD, but looks set for a strong 2016 as it reaps the benefits of its 

Covidien (COV) deal and is seeing an acceleration in growth.  MDT shares have underperformed for many years, but 

entering a new era.  At 15.75X Earnings, 2.06X Book and 34X FCF with a 2% yield and a lot of cash, it is a name that is 

cheap compared to the market and deserves a higher multiple.  MDT is projected to earning up to $5/share in FY17, a 

strong jump from FY14 level of $3.06.  MDT has $9.3B in cash that it brought back to the US and is likely to announce 

plans for that cash in early 2016, expect a large buyback.  MDT is seeing growth across all divisions and emerging market 

growth is accelerating.  New products like Reveal Linq and Core-Valve are reviving MDT’s market shares.  Cardiac, 

Vascular, and Diabetes are all seeing accelerating growth.  MDT provides a safer value investment with a lot of cash 

optionality while also having multiple expansion characteristics as it returns to a growth company.  MDT is the top 

holding at Artisan Partners, a $50B Fund, and 3.6M shares were added in Q3.  On the chart the $78-$79 zone has proven 

to be major resistance throughout 2015, but expecting an upside breakout to start a new leg higher in shares.  The $76 

and $73.50 levels are optimal for entry with an upside target of $100, and a stop-loss at $69. 

 

 

 

 



Monster Beverage (MNST) has a $30.4B market cap and trades at a premium valuation of 38.1X Earnings.   MNST comes 

with some of the potential health risks its products carry, but the EPS/Sales growth is unmatched in its subsector, an 

attractive, dominant brand.  MNST is set to see growth in International markets and with Coca Cola’s (KO) stake in 

MNST, it is a bit of an underlying floor in shares.  MNST should also see a tailwind from cheaper prices at the gas pumps, 

more miles driven leads to more fueling up and MNST products have a strong presence in convenience stores.  MNST 

has seen sales grow 60% since 2012 and FY16 EPS will be 100% higher from 2012 levels.  MNST was once a highly 

shorted stock and now just 2.25% of the float is short.  MNST is another large cap premium growth name deserving a 

higher multiple, and also operates with a clean balance sheet and room for margin expansion and International growth.  

MNST is set to enter China in 1H 2016 and in October it was reported that McDonald’s is testing MNST beverages.  

MNST’s transition issues are abating and should see operational improvements in 2016 as well as a rebound in US 

trends.  MNST also has a lot of cash to buy back stock and the Coca Cola alignment allows for significant distribution 

channels that will help the international expansion efforts.  Caxton Associates, a $1.63B Fund, owns MNST as a top 

holding with a 7.3% weighting.  On the chart MNST shares have a rising weekly channel pattern in 2015 and currently 

basing back near its 20 week EMA.  The $145 and $135 levels are optimal for entry into a position, an upside target for 

shares at $175 and a stop-loss at $120. 

 

Microsoft (MSFT) shares have risen 25% in 2015 as the Company pivoted back to growth areas of Tech under strong 

new leadership.  The $450B Tech giant trades 18.1X Earnings, 5X Sales and 34.1X FCF, in a period of multiple expansion, 

and yields 2.55%.  In its most recent quarterly report MSFT’s cloud business grew 8% to $5.9B in revenues, the Azure 

Web Services business doubled, and its launch of Windows 10 is seen as a turning point for the PC business.  MSFT is 

turning a major corner with new growth products, expanding margins, costs coming down, and still has a ton of 

optionality with its cash holding.  The commercial cloud segment is growing rapidly and seen to contribute $13B in 

profits by FY18, while office products and cloud services also accelerating growth.  It would make sense for MSFT to 

enter the security software space in 2016 with an acquisition of a growth cyber-security play, such as IMPV.  MSFT is also 

a player in the virtual reality market which has strong growth opportunities the next few years.  Azure with $1B in 

revenues can see > $7B by mid-2018 and has better operating margins than Amazon Web Services.  MSFT is a large 

company with a lot of moving parts, but some of those parts are growing rapidly and shifting the Company into key 

secular growth areas of Tech, and with a strong balance sheet and healthy yield, a quality name to own for the long-

term.  On the chart MSFT shares are hitting record highs into the end of 2015, a large gap above a key $48 level on its 

latest earnings report.  The $52 and $48 levels are optimal for entry with a $70 upside target and stop-loss down at $45. 

 

Nike (NKE) was a leader throughout 2015 with shares gaining more than 30%, and recently announcing another large 

buyback of $12B.  Although NKE does not generates the sales growth that closest competitor Under Armour (UA) does, 

NKE trades at a much lower multiple with a much higher ROA and stronger operating margins.  NKE remains a leading 

innovator and continues to execute flawlessly.  The 2016 Olympics should further provide momentum to NKE this 

coming year.  NKE currently trades 26X Earnings, 3.53X Sales and 43.4X FCF with a  1.99% yield and sales have jumped 

25% from 2013 levels, a large cap offering double digit EPS growth.  In its latest quarter shares reacted to new highs 

before then selling off, worrisome price-action, but the future orders guidance of +20% on constant currency and 

reaffirming expectations for FY16 margin expansion, the weakness presents a buying opportunity.  NKE does trade near 

peak historical multiples, and would see 30X as a ceiling, but strong trends in Europe and China will allow it to continue 

this momentum.  NKE has healthy global inventory levels, rising average selling prices and a favorable revenue mix shift 

working in its favor as we enter 2016.  A compelling slate of sporting events should keep orders strong throughout 2016, 

keeping NKE as a market leader.  Jasper Ridge Partners, a $1.35B Fund, has NKE as its top holding, a 10.7% weighting and 

Polen Capital, a $5.5B fund, has NKE as its top position with a 7.82% weighting.  Lansdowne Partners, a $12B Fund, has 

NKE with an 8.84% weighting, its 5th largest holding.  On the chart NKE is in a strong multi-year uptrend with the 20 week 

EMA often acting as support on pullbacks.  The $62 and $58 levels are optimal for long entry, an upside target of $80 

with a stop-loss at $54. 



Raytheon (RTN) is a $38B Defense company that has impressed throughout 2015 with strong earnings reports.  RTN 

trades 17.85X Earnings, 1.65X Sales, 3.79X Book and 31X FCF with a 2.12% dividend yield, and entering an election year 

with a focus on the “War on ISIS”, owning a defense stock makes a lot of sense.  RTN is equally diversified across its four 

segments, Space and Airborne Systems, Integrated Defense Systems, Intelligence, Information and Services, and Missile 

Systems and does 71% of sales in the US, though its 29% International sales actually leads the industry.  RTN was also 

the first Defense Company to take a real focus on cyber-security with its purchase of Websense.  In Q3 RTN posted 

better operating margins across every segment.  RTN is also fairly insulated from Macro weakness with 75% of total 

sales to the US Government.  RTN can see its multiple continue to expand as management focuses on international and 

cyber security for growth, and positioned as a leader in advanced missile defense and electronics warfare in a period of 

rising geopolitical tensions.  Sasco Capital, a $4.6B Fund, owns ETN as its 2nd largest holding, a 5.25% weighting.  On the 

chart RTN shares have flagged for a few weeks just below new highs, a strong trend name since bottoming in June.  The 

optimal entries in RTN are at $120 and $115 with a $150 upside price target and stop-loss at $100. 

 

Starbucks (SBUX) was a top performer in 2015 with shares rising 50% YTD and I expect it to be a leader once again in 

2016, one of the few names fairly immune to the risks impacting other retail-centric names, a loyal customer base with 

strong International growth and consistently strong US comps.  SBUX has an $89.6B market cap trading 27.65X Earnings 

and 4.68X Sales with a 1.33% yield and grew EPS 33.8% in 2015.  SBUX has improved its outlook with the success of 

mobile order/pay initiatives, and despite a premium valuation, 20% EPS growth looks achievable for 3-5 years forward, 

which cannot be said about many large caps.  Technology changes are reshaping the restaurant industry and SBUX is on 

the cutting edge with its mobile order and pay rollout and showing strong early adoption with can be an incremental 

sales driver long term.  SBUX is also testing new areas of growth with initiatives such as beer and wine, and morning 

hours which once accounted for 80% of sales now accounts for less than 50% as SBUX is not just a place to get 

food/drink, but also an area to hang out or even work, a place that is high on the list for companies benefitting from 

Millennials hitting peak spending years.  Asia is the fastest growth areas for SBUX with sales more than doubling in 2015 

and plans to double its footprint in that region in the next five years to 10,000 stores.  Polen Capital, a savvy $5.5B 

concentrated growth fund, owns SBUX with a 6.6% weighting, its 3rd largest holding.  On the chart SBUX shares have 

spent a couple months in a wedge down to its rising 20 week EMA, setting up for a new leg higher.  The $59 and $55 

levels are optimal for entry, an upside target of $75, and a stop-loss at $51.50. 

 

Sherwin Williams (SHW) is a $24.5B maker of paints and coatings that trades 20.7X Earnings, 2.18X Sales and 38.55X FCF 

with a 1% dividend yield and has shown strong 15%+ EPS growth.  SHW generates 80% of sales from the US and has 

strong exposure to the DIY/Renovation theme, but even stronger to the contractor space which is seeing increased 

demand due to rising disposable incomes and 2nd home purchases.  SHW owns many brands such as Thompsons Water 

Seal, Purdy, Dutch Boy, Dura-Seal, and Krylon.  One catalyst into 2016 is the launch of SHW’s new Paint Shield which kills 

bacteria and can become a major seller across the Healthcare industry.  Declines in titanium dioxide prices are also 

allowing for gross margin gains.  SHW also has a lot of capacity to do bolt-on acquisitions in 2016, a fragmented coatings 

market.  SHW has also seen sizable bullish option strategies, the January/March 2016 $300 call calendar spreads in open 

interest for 5,000 contracts and a recent buyer of 5,000 June 2016 $290/$320 call spreads.  Eton Park Capital, a $5.7B 

Fund, owns SHW as a top position with a 4.35% weighting and Marisco Capital, a $10B Fund, owns SHW as its 11th 

largest holding, a 3.13% weighting.  On the chart SHW shares have recovered from a nasty dive back in September, and 

now consolidating below its 200 day MA, needing to clear back above the $280 level to shift the trend.  The $250 and 

$240 levels are optimal for entry, an upside target at $325 and a stop-loss at $225. 

 

 

 

 



Snap-On (SNA) remains the top quality player in the tools group, the $10B Company is +28.5% YTD and trading 19X 

Earnings, 3X Sales, and 41X FCF with a 1.46% yield and double digit EPS growth.  SNA’s operating margins at 22.2% are 

far and away the best in the industry and $9 EPS targeted for FY16 is a 50% rise from 2014 levels.  SNA is benefitting 

from its tools that focus on the automotive industry where miles driven continues to set records with low gasoline costs, 

a great tailwind into 2016.  SNA posted strong organic growth across its Tools, Commercial/Industrial, and Repair 

Systems groups in Q3.  Earnest Partners, a $10B Fund, owns SNA as their 6th largest holding.  SNA is by no means a cheap 

stock, but it is the best in class name with strong growth and substantial earnings tailwinds, and I expect it to remain an 

Industrial leader in group that struggles for growth.  On the chart SNA shares have found support consistently at the 50 

week MA for 3 years, so one to be patient with, and shares currently consolidating just below new highs.  The $165 and 

$155 levels are optimal entries, an upside target objective of $200 with a stop-loss at $139. 

85 More Top Longs That Missed the Top 15 Cut 

 



 

 

 

 

 



Top 15 Short Investment Ideas for 2016 

**With Each Short I Provide a “Better Option” of a Similar Market Cap Stock in a Related  Industry for those Interested in 

a Pairs Trade** 

 

Cal-Maine Foods (CALM) is a $2.33B leading distributor of eggs, and on the surface appears cheap at 8.45X Earnings, 

1.16X Sales, and 2.89X Book, but these estimates are likely too aggressive when considering it has benefitted from a 

parabolic move in egg prices that is starting to show signs of peaking.  Egg prices hit a 30 year high in September but are 

now starting to come down which will quickly impact margins and translate into weaker earnings, and on 12-23 CALM 

missed estimates on both EPS and Revenues.  I am not alone in seeing CALM as a short, the short float has surged to 

54% from 30% in August.  Another risk into the upcoming spring is the bird flu.  Overall CALM likely sees estimates 

coming down throughout 2016 and will impact shares.  On the chart CALM shares recently broke below its uptrend 

support and now nearing a bearish 20/40 week EMA crossover, optimal short entries at $50 and $52 with a downside 

target of $34, and utilizing a stop-loss at $58. 

Better Option: Although CALM does not have any direct competitors, in the food group, Post Holdings (POST) is 

a $3.79B Company set to benefit from its acquisitions and trades at attractive levels with strong EPS growth and 

has seen bullish options positioning. 

Caterpillar (CAT) shares are -22% in 2015 and spent much of the year as a classic value trap, but finally forward 

estimates are coming down sharply and the stock is rich here at 19.1X Earnings, 22X FCF and 2.55X Book for how weak 

its end-markets are and its exposure to the slowdown in China.  CAT has a bit of a safety net with its 4.5% dividend yield 

which may limit downside.  CAT has seen short interest rise to 8.15%, nearing a record high.  CAT’s year/year revenue 

declines have accelerated in recent quarters, -19% in the October report.  CAT remains well above an earnings trough 

level, so expect further downside estimate cuts throughout 2016.  On the chart shares have been rejected on bounces to 

the declining 20 week EMA, and trying to put in a double bottom at $65, but forming a potential bear flag.  The $70 and 

$75 levels are optimal short entries with a downside target of $50, and a stop-loss up at $82.50. 

Better Option: To be honest, there are not a lot of quality names to be long in this entire machinery space, most 

attractive to me is small cap Alamo Group (ALG) with a $611M market cap trading 12.7X Earnings and 26X FCF 

while keeping positive EPS growth. 

 



Chicago Bridge and Iron (CBI) is a $4.15B engineering and construction firm that has the characteristics of a value trap, 

trading 7.65X Earnings, 2X Book and 15X FCF.  However, CBI estimates are way too high for its exposure to the Energy 

industry where construction projects are coming to a halt as CAPEX is cut across the industry.  CBI has 14.6% of its float 

short, rising sharply in 2015 and near a new high.  The E&C group has been able to meet EPS targets for the most parts 

through margin gains, but that is not likely sustainable.  CBI is a bit of a hedge fund hotel name with Southern Sun, 

Greenlight Capital and Berkshire Hathaway all top holders, which may set up for an unwind in 2016.  On the chart CBI 

shares have held a $38 base for a few weeks, but a break targets the early 2015 $35 level and a much larger head and 

shoulders pattern forming on the monthly chart.  The target entries for a short are at the $42 and $46 levels with a 

downside target of $27.50, and a stop-loss up at $50. 

Better Option: EMCOR (EME) is a $3B related company trading 15.9X Earnings, 0.45X Sales, and 2X Book with 

double digit EPS growth, providing both construction and services, and a player in much stronger end-markets 

immune from Energy/Mining weakness. 

 

Chevron (CVX) is a $170B Oil & Gas giant that trades 26.5X Earnings, 1.1X Book and yields a 4.74% dividend, a name with 

declining growth and trading rich on historical measures, while the yield provides a cushion, though at risk as some yield 

investors may flock in a rising rate environment for less risky yield investments.  CVX is expecting negative FCF in 2015 

and after years of investing heavily in the Energy space it now faces a lot of issues with $35 oil.  CVX has also seen a 

series of operational issues in 2015.  On the chart CVX shares have rallied off the August lows but now struggling to 

break above its 200 day MA.  The $92 and $101 levels are optimal entries for a short position with downside target of 

$70, and a stop-loss at $105. 

Better Option: Occidental Petro (OXY) is a better option among the large cap Oil & Gas Companies on valuation 

and a healthier balance sheet with a comparable yield. 

 

Ellie Mae (ELLI) is a $1.89B Software Company tied to the residential mortgage industry trading 36 X Earnings and 8 X 

Sales.  ELLI has been a great growth story in 2015, but momentum looks to be rolling over and the housing numbers of 

late have been soft, which also sets up into a rising rate environment for 2016.  ELLI’s short interest at 14% of the float 

has jumped recently from 7.65% in mid-October.  On the chart ELLI has seen a bearish 20/40 week EMA crossover, but 

remains just above weekly cloud support, so the next break under $60 may be the kill shot.  The $64 and $68 levels are 

optimal for short entry, a downside target of $40 with a stop-loss in at $75. 

Better Option: Manhattan Associates (MANH) is a $5B software provider that trades rich at 41.45X Earnings and 

45X FCF but has been posting a long history of phenomenal quarters and has plenty of tailwinds to keeps it 

momentum going into 2016. 

 

Flower Foods (FLO) is a $4.65B maker of bakery products trading 20X Earnings, 3.77X Book and 28.2X FCF, rich for its 

history of modest growth, and also has a levered balance sheet.  FLO’s valuation is extended versus historical norms and 

has also seen more than 5,000 July $20 puts open.  FLO has been aggressive with acquisitions, but it may start to see 

some buyer remorse in 2016.  FLO is also operating near peak margins that cannot be sustained.  On the chart FLO 

shares have recently started to weaken, dropping under trend support and nearing a weekly cloud break.  The $22 and 

$23.50 levels are optimal for short entries with a downside target of $18 and using a stop-loss at $25.50. 

Better Option: Snyder’s Lance (LNCE) is a $2.45B snack foods maker trading 25X Earnings, 1.45X Sales and 2.25X 

Book with an impressive history and revenue and EPS growth.  LNCE made a key acquisition of Diamond Foods 

(DMND) in 2015. 

 

 



Grainger (GWW) is a $12.83B distributor of maintenance, repair and operating supplies that trades 17.55X Earnings, 

1.28X Sales, 39.4X FCF and 5.6X Book with a 2.29% dividend yield.  GWW is a situation where EPS has slowed to a point 

where it may start to be on the downslope causing multiple contraction.  GWW has major exposure to customers in 

Agriculture/Mining and Contractors and considering the Macro backdrop 2016 is likely going to be a tough year.  GWW’s 

short interest has surged to 16.3% of its float, a new record high.  On the chart GWW shares are steadily moving lower 

since moving out of a large $230/$270 range and reached the measured move target of $190.  Optimal entries for a 

short position are at $210 and $225 levels with a downside target objective of $150 and a stop-loss at $235. 

Better Option: HD Supply (HDS) is a $6B supplier more closely tied to the housing industry and trades cheap at 

12.3X Earnings, 0.73X Sales and 23.3X FCF with best in class growth.  HDS has shown resilient growth despite a 

sluggish macro backdrop and is the top name in the group, also has the smallest short float. 

 

Hyatt Hotels (H) has a $6.7B market cap and trades 33X Earnings, 1.55X Sales and 26.85X FCF, rich for weak sales growth 

and in an industry facing mounting competition from home-sharing services.  Hyatt has seen its short float surge to 

16.1% of the float, a new high, and up from 5.2% in July.  H posted Q3 RevPAR of +2.5% at its leased hotels and +1.6% 

system-wide.  Hyatt was reportedly in talks to buy Starwood (HOT) earlier this year but lost out to Marriott (MAR).  Hyatt 

has limited ability for its multiples to expand with the relatively weak growth outlook for the next 3-5 years.  H has also 

seen accumulation of February $50 puts as well as May $50 and $45 puts.  On the chart shares broke key weekly cloud 

support back in July and lost the uptrend, now consolidating near $48 with breakdown potential.  The $50 and $53 levels 

are optimal for short entry with a downside target of $38 and a stop-loss at $57. 

Better Option: I would avoid the traditional lodging stocks and instead stick with Expedia (EXPE) which recently 

bought Home-Away, and continues to trade just 20X Earnings despite outsized growth potential. 

 

Helmerich and Payne (HP) is a $5.75B contract driller of Oil & Gas wells that saw EPS plummet in 2015 and can expect 

the same in 2016 as E&P budgets shrink considerably.  HP has seen short interest rise to 15.5% of its float, up from 10% 

in July and at a new high.  HP does operate with a fairly safe balance sheet, but without a strong recovery in the North 

American market it is going to have a lot of under-utilized rigs.  On the chart HP shares have recovered back to near the 

20 week EMA but remain in a downtrend, currently bumping up against that trend line.  The $55 and $62 levels are 

optimal for short entries with a $42 downside target and stop-loss at $68. 

 Better Option: I do not see a quality option and would avoid the group entirely form the long side. 

 

Net-Suite (N) is a $6.72B cloud software Company with business applications that trades 9.7X Sales and 2015 its first 

year of profitability, shares lagging peers down 22.5% YTD.  N has 17% of its float short, rising since 2014, though below 

the 30% level from 2011.  N has been posting underwhelming results throughout 2015 and price-action has been weak 

as well.  On the chart N shares have been in a downtrend all year and spent most of the time below its falling 20 week 

EMA.  The $86.50 and $90 levels are optimal for short entries with a downside price target of $65 with a stop-loss at 

$98. 

Better Option: Jack Henry (JKHY) with a $6.2B market cap is a preferred name in the group and will be discussed 

more in detail in the sector groups’ portion of this report. 

 

 

 

 



Ralph Lauren (RL) is a $9.52B apparel Co. trading 14.45X Earnings, 1.27X Sales, and 23.6X FCF with a 1.78% dividend 

yield and EPS in 2015 down 6.5% from 2014 levels.  RL has 10.4% of its float short, nearly doubling since July and hitting 

near new highs.  RL is seeing sluggish growth and is likely to suffer a downturn in margins from a heavy promotional 

environment.  RL has undergone a restructuring and signed on a strong new CEO, but the overall environment remains 

tough and RL is rich on valuation for its limited upside potential.  On the chart RL shares are trying to put in higher lows 

since holding a key $105 level, but remain in a sharp downtrend.  The $118 and $125 levels are optimal entries for a 

short position with a downside target of $80 and a stop-loss at $140. 

Better Option: Carter’s (CRI) with a $4.7B market cap in a more resilient children clothing space trades 17.45X 

Earnings, 2.45X Sales, and 18.2X FCF with 12-15% forward EPS growth. 

 

Shake Shack (SHAK) is a $1.44B fast food company trading 8.3X Sales and 4.17X Book.  SHAK is a popular short with 

more than 60% of its float short, but it makes sense as shares are extremely over-valued to peers and it is not posting 

blowout growth numbers by any means.  SHAK is going to be hurt from rising costs in 2016, including wage increases.  

SHAK has limited number of high profile markets left to enter.  On the chart SHAK shares are back near IPO lows and 

trying to hold up near the $40 level.  The $45 and $50 levels are optimal entries for a short position with a downside 

target of $30 and stop-loss at $57. 

Better Option: Jack in the Box (JACK) with a $2.78B market cap trades 19X Earnings and 1.8X Sales and seen as a 

beneficiary of Chipotle’s woes, a strong history of growth and a much safer risk profile than SHAK. 

 

WABCO (WBC) is a $5.85B maker of parts for commercial truck, trailer, bus, and car manufacturers.  Shares trade 16.35X 

Earnings, 2.2X Sales and 21.8X FCF.  WBC has long been a quality Company and Berkshire Hathaway is one of its top 

holders, but its exposure to the heavy trucks market which is seeing sharp declines in North America concerns me into 

2016 as a name that can see sharp estimate reductions and negative sales growth even with it having greater exposure 

to the European market, 55% of sales.  In July for Q2 WBC missed on EPS and posted -10% revenues year/year, and a 9% 

decline for Q3 in October.  On the chart WBC shares lost a long term uptrend and now trade below the weekly cloud and 

20 week EMA, a trend down channel formed.  The $105 and $115 levels are optimal entries for a short position with a 

downside target of $75 and stop-loss at $120. 

Better Option: In the auto parts segment it is best to avoid exposure to heavy trucks and focus on the consumer 

auto names where registrations/sales are strong.  ALV is a name detailed in the International stock selection 

section of this report, while Delphi (DLPH) is a larger favorite that is discussed in the sector breakdowns later. 

 

Western Union (WU) is a $9.2B payment services Company, surprisingly large market cap, but lagging behind all of the 

new-age payment stocks.  WU trades fairly cheap at 10.6X Earnings and 1.67X Sales with a 3.4% dividend yield, but has a 

very levered balance sheet.  WU has seen short interest rise to nearly 16%, near a record high.  WU lacks top-line growth 

and faces an ever growing list of competition that has reduced its pricing power.  On the chart WU shares peaked in May 

of 2015 and have been in a downtrend since with a bearish 20/40 EMA crossover in September.  Shares are now in 

jeopardy of breaking a 3 year uptrend if it moves back under $18.  The $19 and $20 levels are optimal for short entries 

with a downside target of $15 and a stop-loss up at $21.50. 

Better Option: Pay-Pal (PYPL) remains the leader in the space that is capitalizing on all of the secular growth 

trends and can fight off competitors, trading 24.5X Earnings, 3.38X Book and 25X FCF. 

 

 

 



Zayo Group Holdings (ZAYO) is a $6.37B provider of bandwidth infrastructure solutions to the communications industry.  

ZAYO trades 4.57X Sales and 59X FCF, expected to turn a small profit in 2016.  ZAYO has made some aggressive 

acquisitions that it may regret and although it is expanding its fiber and datacenter footprint, it is coming at a steep cost.  

ZAYO has been unimpressive to this point with its earnings report while there are many much better growth stories in 

this space.  On the chart shares have channeled down since the peak in late 2014.  The optimal levels for short entries 

are at $27 and $29 with a downside target of $20 and a stop-loss up at $31. 

Better Option: Gigamon (GIMO) is a $920M small cap network play trading 30.2X Earnings that has seen sales 

more than double since 2012.  GIMO is positioned in a key growth area in security and network diagnostic 

applications, and shares have climbed 50% in 2015 as it has delivered on and above its growth targets. 

Top 20 Small Cap (< $5B) Buys for 2016 

 

ABIOMED (ABMD) is a $3.83B maker of medical devices for circulatory support and heart recovery for acute heart 

failure patients.  ABMD in its last four quarters has posted 34.2%, 33.9%, 50.4% and 47.3% year/year revenue growth.  

ABMD has a very strong product pipeline and is taking share from its larger competitors, which also makes it a potential 

M&A target.  ABMD currently has $280M in sales and is targeting $1B in sales by 2020, so a lot of room to grow into its 

valuation.  Palo Alto Investors, a $2B fund, has 8% of its portfolio in ABMD, 3rd largest position.  ABMD short interest has 

fallen to less than 5% of its float after hitting more than 30% in July of 2014.  On the chart ABMD shares based along the 

rising 200 day MA for a few weeks, and now targeting a move back above $100 with weekly MACD nearing a bullish 

crossover.  Optimal entries are at $85 and $75 for a name that should trade up to $140 using a $62 stop. 

Natus Medical (BABY) is a $1.62B maker of newborn care and neurology healthcare products, a strong performer in 

2015 with shares +35% YTD.  BABY trades 26.2X Earnings, 4.37X Sales, 4.17X Book and 41.75X FCF with a strong balance 

sheet and 20%+ EPS growth.  BABY has been delivering strong beat and raise quarters and seeing operating margin 

expansion that is boosting EPS growth.  Recent legislation for the suspension of the medical device excise tax for 2 years 

beginning in 2016 will also add $0.05 EPS to BABY.  Eagle Asset Mgmt. ($29B AUM) is a notable holder with a $243M 

position, its 14th largest holding and added in Q3.  On the chart shares have consolidated beneath new highs and $46 

and $43 levels are optimal entries with upside target of $60 and a stop at $38. 



Global Brass and Copper (BRSS) is a $480M maker of copper and brass products used primarily in automotive and 

housing markets.  BRSS shares trade 10.6X Earnings, 0.3X Sales and 6X FCF, though the highly levered balance sheet is a 

concern.  BRSS has benefitted from the housing recovery while the munitions demand has been weak.  BRSS has high 

barriers to entry and has proven to be able to pass on price increases to customers, so it does not succumb to the 

commodity weakness.  Markets include construction (28%), automotive (17%), industrial machinery (12%), and 

munitions (24%).  BRSS also supplies the US Mint with brass strip for coins.  BRSS has key product differentiation such as 

lead-free brass rods for plumbing and CuVerro, a form of copper that kills bacteria.  On the chart BRSS shares have been 

in a strong uptrend throughout 2015, recently finding support at the rising 20 week EMA once again.  The $21 and $19 

levels are optimal for entry with a $30 target and stop at $17. 

Cantel Medical (CMN) is a $2.6B provider of infection prevention products in the healthcare market.  CMN trades 34.9X 

Earnings, 4.47X Sales, and 6.15X Book and has posted 12-17% year/year revenue growth for 7 straight quarters.  

Endoscopy, Water Purification for Dialysis Medical Water, and Healthcare Disposables are CMN’s noted business 

segments.  CMN has 73% recurring sales and is a leader in every market it serves.  CMN is investing in high growth, high 

margin product lines and targets doubling sales in FY18 from FY13 levels.  CMN is an impressive niche growth play in 

Healthcare both organically and via acquisitions.  CMN should also benefit in the near-term from a recall at its 

competitor Custom Ultrasonics.  Brown Capital Mgmt. ($5.8B Fund) has 5.5% of its portfolio in CMN, its top holding.  On 

the chart CMN shares have trended higher since 2014 in orderly fashion, often finding support near its rising 20 week 

EMA.  The $58 and $55 levels are optimal entry with $80 as a target and a $49 stop. 

DuPont Fabros Technology (DFT) is a $2.12B data center REIT trading 24.3X Earnings and 2.58X Book while offering a 

5.83% dividend yield.  DFT has reported 60%+ Adjusted EBITDA margins over the last 4 years and its top customers 

include Microsoft and Facebook, 66% of revenues from investment grade customers.  DFT has 3 projects set for delivery 

by Q3 2016.  DFT has the highest occupancy rate versus peers, and the top EBITDA margins.  DFT is positioned for double 

digit CAGR for revenues and FFO through 2020 and is also expanding to Toronto with that expected to come on-line in 

early 2018.  DFT currently has 11.9% of its float short, trending down since July 2013 when it hit 34%.  On the chart DFT 

shares were having a poor year until the late September turnaround, and now consolidated with a weekly flag below 

cloud resistance and a bullish 20/40 week EMA crossover below.  The $31.50 and $30 levels are optimal entry with a $40 

upside target, and stop loss at $28. 

Descartes System Group (DSGX) is a $1.53B Canada-based SaaS logistic technology solutions Company, shares +35% 

YTD.  DSGX trades 57X Earnings, 8.4X Sales and 32.4X FCF with no debt on the balance sheet and an impressive growth 

story.  DSGX is the World’s largest multi-modal and neutral logistics network that is automation and optimizing the $4 

Trillion logistics market.  Since 2006 DSGX has posted a 16% revenue CAGR and 26% EBITDA CAGR.  Real-time 

optimization, global border security and growth in Omni-Channel retailing are three of many growth drivers for DSGX.  

DSGX has 93% recurring revenue rate and operates with 30% EBITDA margins.  On the chart DSGX shares have traded in 

a steady trend higher all year with the 20 week EMA often a support area.  The $18.50 and $17 levels are optimal for 

entry, upside target of $25 but worth a long term investment horizon, and a stop-loss down at $14.   

Dycom (DY) is a $2.38B contractor for the Telecom industry with tower construction a major growth driver, shares 

+110% YTD and the story has finally become more known, but still ample opportunity.  DY trades 16.8X Earnings, 1.1X 

Sales and 4.44X Book and has seen year/year revenue growth accelerate each of the last 4 quarters, hitting 29.2% last 

report.  DY is the most attractive way to play the 1G fiber upgrade cycle and is also benefitting from spending in wireline 

infrastructure.  With speed and capacity in major demand for the Telecom industry, DY will continue to post excellent 

growth.  York Capital owns a $187M position, its 10th largest position.  On the chart DY shares recently dipped under its 

20 week EMA and now looking for potential support at the 40 week.  The $71 and $67 levels are optimal entry with 

upside potential above $120, and would be loose with a stop down at $55, one that I prefer to let the growth story play 

out for many years. 

 

 



Evercore Partners (EVR) is a $2.22B independent investment banking advisory firm trading 14.6X Earnings, 1.92X Sales, 

4.15X Book and 10.6X FCF with a 2.29% dividend yield.  EVR was involved as a consultant to both the EMC/Dell and Dow 

Chemical / DuPont mega mergers in 2015 and has become a top M&A name among investment banks.  EVR purchased 

ISI Group in late 2014 and has been posting strong quarters in 2015.  EVR is the most attractive name in its industry.  On 

the chart EVR shares spent the last two years in the $48/$60 range primarily and eyeing a $60 breakout in 2016.  The 

$52.50 and $50 levels are optimal entry with an upside target of $72.50 and a stop at $47.   

Hexcel Corp (HXL) is a $4.44B maker of materials and products for the Aerospace industry, shares +14% YTD.  HXL trades 

18.35X Earnings, 2.38X Sales, and 3.77X Book with a 0.85% yield and double digit EPS growth.  HXL is targeting a 15% EPS 

CAGR through 2020 which puts it above most peers and at an attractive valuation for that growth.  HXL may become an 

attractive M&A target being the leader in advanced composites, the materials for the future.  Commercial Aerospace 

accounts for 68% of revenues, Space & Defense 19% and Industrials 13%.  HXL is relatively stable with the amount of 

backlog seen from Boeing and Airbus orders.  On the chart HXL shares are basing above the $44 level, retesting a former 

breakout and now trying to clear back above the 20 week EMA.  The $46 and $42 levels are optimal for entry with a $65 

long term target, and stop-loss at $38. 

Integra Life Sciences (IART) is a $2.5B maker of surgical implants and medical instruments for surgery, shares +38% YTD.  

IART trades 19.75X Earnings, 2.8X Sales, and 44X FCF as 2015 saw a major jump in EPS.  IART is seeing 25%+ organic 

revenue growth from new product introductions and currently receives 23% of sales internationally.  IART receives 66% 

of revenues from specialty surgical solutions and 34% from Ortho & Tissue Technologies.  IART is much stronger since 

completing its restructuring which included the spin-off of Sea-Spine, and aims to double free cash flow by 2018.  IART 

has increased its targets for organic revenue growth, EBITDA margins and FCF conversion for 2018.  On the chart IART 

shares recently cleared $66 resistance out of a $58/$66 range, and continue to show strong momentum.  The $64 and 

$60 levels are optimal for entry, a name that can target upside well above $85, and utilize a stop-loss down at $53. 

Inphi (IPHI) is a $1.06B semiconductor with a focus on high signal integrity for data centers, shares +46.5% YTD.  IPHI has 

long been a favorite small cap Semi due to its focus on data centers where all the growth and investment is taking place.  

IPHI is also expecting further growth for its high speed memory business with DDR4 and Intel’s Skylake architecture 

launch for next generation enterprise servers will be a positive catalyst.  IPHI transitioned in 2014 with the purchase of 

Cortina and now 75-80% of sales come from the communications segment, benefitting from the LTE build-out and 100G 

optical upgrade cycle and moving forward the metro ramp 2016-2018 will be a key growth driver.  On the chart IPHI 

shares pulled off $32 highs and came back to the 20 week EMA and also near 1 year trend support.  The $27 and $25 

levels are optimal for entry, a $40 upside target and stop-loss at $20. 

John Bean Technologies (JBT) is a $1.44B industrial with a focus in the food-service industry as well as air transport 

equipment, shares +50.75% YTD.  JBT trades 23.25X Earnings, 1.38X Sales, and 47.65X FCF with a 0.8% dividend yield and 

has posted 12%+ year/year revenue growth in two of the last three quarters.  JBT’s acquisitions in 2015 are seen driving 

$0.30-$0.40 EPS accretion by 2017.  JBT operates in a diverse group of stable and growing end-markets.  On the chart 

JBT shares have consolidated just below record highs, a strong trend in 2015.  JBT shares are clearly overbought on many 

timeframes, so patient with optimal entries at $46 and $43 with an upside target at $60 and a stop-loss at $38. 

J2-Global (JCOM) is a $4B provider of business cloud and digital media services, shares +35% YTD with relative strength 

throughout 2015.  JCOM trades 17.2X Earnings, 5.85X Sales and 33.7X FCF with a 1.53% yield and 12-17.5% EPS growth.  

JCOM has been a name in 2015 that has stood out on earnings reports with consistent beats, driven by strong revenue 

growth organically and via acquisitions.  JCOM recently posted all-time record cloud services revenues and EBITDA 

margins rose to 51% from 47% in the prior year.  JCOM owns various strong cloud/internet brands in customer 

connection, cloud backup, email security, and email marketing businesses.  On the chart JCOM shares are hitting new 

highs into year-end, staying above the rising 200 day MA throughout the year.  The $75 and $70 levels are optimal for 

entry, a $100+ target in mind, and a stop-loss at $63. 

 

 



Littelfuse Inc. (LFUS) is a $2.39B maker of circuit protection devices that operates in Automotive, Electronics and 

Electrical segments.  LFUS trades 19.3X Earnings, 2.8X Sales, 3.3X Book and 26.2X FCF with a 1.08% yield and double digit 

EPS growth.  LFUS struggled to show top-line growth in 2015 but is an emerging player in the power control and sensing 

segment.  In November LFUS acquired TE Connectivity’s circuit protection business that expands its business to battery 

protection and automotive motor protection.  LED lighting, fuse content and sensor growth in auto, and a rebound in 

the solar end-market for the electrical segment are key growth drivers for LFUS.  Enhanced productivity in its Mexico 

plants should drive operational upside in 2016.  Silvercrest Asset Mgmt., a $6.75B Fund, owns LFUS as its top holding.  

On the chart LFUS recently cleared key resistance near $102 and are flagging on the weekly chart.  Optimal entry levels 

are on a retest at $102, followed by a 200 day MA test near $97, with an upside price objective of $135 and stop-loss at 

$87.50. 

Monolithic Power Systems (MPWR) is a $2.54B maker of power solutions for the semiconductor industry, shares +30% 

YTD.  MPWR trades 28.45X Earnings, 7.89X Sales, and 7.2X Book with a 1.24% dividend yield and delivering very strong 

growth, while also being a leader in a hot area for acquisitions.  MPWR has delivered year/year revenue growth on 

average of 17% the last 4 quarters, the strongest organic growth play in its industry and also delivering some of the best 

margins.  MPWR is seeing a lot of opportunity in Automotive and Motion Control markets, which includes electric 

vehicles, drones, robots, and security cameras.  MPWR is also a player for the connected devices trend that increased 

computing demand, and new products with expanding markets make it a long term name to invest.  On the chart MPWR 

shares recently touched new highs, and now a bit extended, so a name to wait for a 20 week EMA touch.  The $60 and 

$55 levels are optimal for entry with an $80 upside target and stop-loss at $49. 

Neogen (NEOG) is a $2.17B maker of products/services for food and animal safety, shares +17% YTD.  NEOG trades 

47.6X Earnings, 7.2X Sales and 72.6X FCF with 15%+ EPS growth and has seen sales jump 55% from 2012 levels.  NEOG’s 

revenues are split between Food Safety at 46% and Animal Safety at 54%.  NEOG has been expanding market shares, 

making strategic acquisitions and expanding international growth, the latter now accounting for 36% of sales.  NEOG has 

been missing EPS estimates 4 of its last 5 quarters, yet price-action has stayed strong as the organic growth opportunity 

outweighs some issues with F/X and Product Mix.  Brown Capital Mgmt., a $5.8B fund, has 3.89% of its portfolio in 

NEOG, 6th largest holding.  On the chart NEOG needs to clear $60 to avoid a double top and make new highs, but in a 

very strong uptrend.  The $55 and $51 levels are optimal entries, an upside objective of $75 with a stop-loss at $46. 

Paycom Software (PAYC) is a $2.28B cloud-based provider of human capital management software solutions, an area 

that has seen extensive M&A, and PAYC shares +45% YTD.  PAYC has seen its short float rise to 23%, a new high, up from 

just 6.1% at the end of July, a concern with this one and likely driven by a negative Street-Sweeper article.  PAYC is a top-

line growth name, currently trading at 73.75X Earnings and 11.2X Sales, but has seen revenues double from 2012 to 

2014, and jump another 60% in 2015.  PAYC is a beneficiary of the growing payroll processing market as a leading 

taxation solutions and customer service provider and the ACA has provided a tailwind.  PAYC is levered to an improving 

economy and rising interest rates and has no FX exposure.  Gilder Gagnon Howe Co., a $6.3B Fund, has 1.5% of its 

portfolio in PAYC, 9th largest holding in a fund that has top holdings of NFLX, AMZN, FB, TSLA, and UA.  On the chart PAYC 

shares are in a strong channel up pattern on the weekly able to find support at the 40 week MA.  The $38 and $34 levels 

are optimal for entries, upside target objective of $55, while utilizing a stop at $30, keeping it tight due to the rising 

short float concern. 

Prestige Brands (PBH) is a $2.7B distributor of OTC healthcare and household cleaning products, shares +47.75% YTD.  

PBH trades 22X Earnings, 3.44X Sales and 14.75X FCF and saw a sharp revenue jump in 2015.  Some of PBH’s 

recognizable brands include Goody’s, Beano, Dramamine, Clear Eyes, and Monistat, and this is one reason I see it as a 

very attractive acquisition target.  In household cleaning its brands include Comet, Spic-Span, and Cinch.  On 11-23 PBH 

continued its trend of acquisitions with a $225M deal for DenTek Oral Care.  On the chart PBH shares have maintained a 

strong trend above the rising 200 day MA all year, currently consolidating back to its 50 day MA.  The $50 and $47 levels 

are optimal entries, upside target at $65, and stop-loss at $42. 

 

 



Universal Electronics (UEIC) is a $745M maker of pre-programmed wireless remote control products and other 

accessories for home entertainment systems.  UEIC trades 15.4X Earnings, 1.28X Sales and 2.97X Book and EPS nearly 

doubled from 2012 to 2014 while showing solid annual sales growth.  UEIC is seeing benefits from expanding market 

opportunities with Smart Devices, Home Security, AirCon, and Subscription Broadcasting and is a play on the Internet of 

Things theme.  In its November report UEIC posted the strongest year/year revenue growth since May of 2014.  UEIC is 

also set to capitalize on licensing software for remote control apps in Smart TV’s, smartphones and Tablets.  Eagle Asset 

Mgmt., a $30B Fund, owns UEIC has its 20th largest holding, adding 2.1M shares in Q3.  On the chart UEIC shares pulled 

back in the first 3 quarters of 2015, but now has cleared that downtrend and flagging above its 20 week EMA.  The $50 

and $47 levels are optimal for entries, while looking at a $65 upside objective, and stop-loss at $44. 

Veeva Systems (VEEV) is a $3.82B provider of cloud-based solutions to the life sciences industry.  VEEV trades 50X 

Earnings and 10X Sales, focused on top-line growth at this stage of the cycle and as seen revenues triple from 2013 

levels.  VEEV does carry an elevated short float around 20%.  VEEV is a niche leader in a strong growth market and 

targets the largest segment of the software market, vertical specific.  VEEV has seen growth for customer numbers 

across all four products, Network, Open-Data, Vault and CRM and surpassed MDSO to become the 3rd most preferred 

life sciences software vendor, behind the giants ORCL and SAP.  VEEV is targeting $1B of revenues by 2020 and 45% 

growth in customer account, an up and coming player that could attract an acquirer.  On the chart VEEV shares have 

rebounded from weakness through the first 3 quarters, now trading back above all its moving averages.  The $28 and 

$26.50 levels are optimal for entries, upside target for 2016 at $35, and stop-loss at $24, but really a longer term 

opportunity to hold.   

Top International Stocks to Own In Each Sector for 2016 

 

Basic Materials: Lyondell-Basell Industries (LYB) – Netherlands – A $39.6B chemicals Company trading 8.65X Earnings, 

1.1X Sales and 10.1X FCF with a 3.55% yield and shares able to gain 13.5% YTD despite weak Oil prices.  LYB has been 

posting solid quarterly numbers and aggressively buying back stock.  LYB is eyeing margin expansion in 2016 although Q4 

results could come in light due to large ethylene inventory builds ahead of turnarounds.  Viking Global was a top buyer 

of shares in Q3 and holds LYB as its 6th largest position.  On the chart LYB shares have formed a triangle pattern that is 

nearing an apex, an upside breakout above $96 or downside move under $82.  The $83 and $77 levels are optimal 

entries for a name that can trade up to $120. 

Consumer Goods: Autoliv (ALV) – Sweden – An $11.15B leader in automotive safety trades 17.35X Earnings, 1.25X Sales, 

and 3.37X Book with a 1.77% yield.  ALV is expected to benefit from recent issues with Takata airbags that should allow 

it to grow its market share.  Car registration data numbers continue to support the auto parts group and ALV is a clear 

leader.  On the chart ALV shares have struggled to move through May 2015 highs, currently in a multi-week 

consolidation.  The $120 and $115 levels are optimal entries with upside potential to $150 if the auto numbers continue 

to give a favorable environment.   

 

 



Financial: Grupo Financiero Galicia S.A. (GGAL) – Argentina – The $2.85B Bank trades 10.2X Earnings, 2.45X Book and 

22.4X FCF with shares +62% YTD.  Recent elections in Argentina ended an era and is set to benefit GGAL as economic 

reforms take place throughout the country.  GGAL has best of class distribution capabilities and an adequate financial 

position and are cheap to peers.  On the chart GGAL shares have trended higher much of the year and recently basing 

near $24.  The $24 and $22 levels are optimal entries for a stock that can trade well above $30 in 2016. 

 

Healthcare: Novo Nordisk A/S (NVO) – Denmark – The $120B Pharma trades 25.6X Earnings, 7.87X Sales, and 46.5X FCF 

with a 1.26% yield and projecting an acceleration in earnings growth while having a clean balance sheet.  NVO has long 

been a leader in the diabetes market, an area of growth, and now on the cusp of its best product launch sequence in its 

history with the Tresiba US launch, and SWITCH and DEVOTE hypoglycemia data.  On the chart NVO shares have pushed 

back near highs, spending much of 2015 in the $54/$60 range, and sets up as a breakout play for 2016 with optimal 

entries at $56 and $54, upside target of $70. 

 

Industrial: Elbit Systems (ESLT) – Israel – The $3.7B maker of defense electronics trades 18.3X Earnings, 1.2X Sales, 2.78X 

Book and 14X FCF with a strong balance sheet and a 1.7% dividend yield.  ESLT posted solid 6% revenue growth last 

quarter and is seeing an ongoing increase in backlog the last three years while also improving profitability.  ESLT is well 

positioned with defense names in focus for the global fight versus ISIS.  On the chart ESLT shares have often found 

support at its 200 day MA and are consolidating below new highs currently.  The $82 and $79 levels provide optimal 

entries with $100 upside in mind. 

 

Services: WPP PLC (WPPGY) – United Kingdom – The $29.65B advertising and media investment giant has seen shares 

gain 14.45% in 2015.  WPPGY shares trade 14.85X Earnings, 1.67X Sales and 2.65X Book with a 2.12% yield, attractive for 

a double digit EPS growth name.  WPPGY in October reported Q3 results with strong 5.9% revenue growth.  WPPGY sets 

up well into 2016 with a lot of ad contracts up and expect it to continue to benefit from its many strategic investments.  

On the chart shares are consolidating below $115 and looking at new highs from May as a target, overall a very strong 

long-term trend currently in a multi-month consolidation.  The $113 and $105 levels are optimal for entry, and upside 

potential to $135. 

 

Tech: NICE Systems (NICE) – Israel – The $3.5B provider of enterprise tech solutions trades 16.9X Earnings, 3.7X Sales, 

2.5X Book and 15.9X FCF with a 1.1% yield and a healthy balance sheet with cash ready to be put to use.  NICE has 

beaten estimates the last two quarters and posting 6% year/year revenue growth in a tough environment.  NICE focused 

on two hot areas in tech, CRM/Analytics and Financial Crime and its shift to a software model should expand margins 

over the long term.  On the chart shares have pulled back off highs and trying to find support near $56.50.  The $55 and 

$50 levels are optimal entries for a name that can trade above $75. 

 

Utility: Pampa Energia SA (PAM) – Argentina – The $1.58B Utility has seen shares climb 110% YTD, but trades just 7.8X 

Earnings and 2.75X Book with the benefits of economic reform making this an attractive investment.  Point State Capital 

bought a lot of shares in Q3 and is currently the largest holder.  In its November report PAM posted sales 17.5% higher 

than the previous year.  PAM is a rare high-growth name in this sector that trades at a cheap multiple, though does not 

offer any dividend yield.  On the chart PAM shares have channeled higher since 2014 and recently pulled back to the 20 

week EMA, optimal entries at $21 and $18 levels with upside potential beyond $30. 

 

 

 



Diversified Portfolio of 10 Yield Stocks to Own for 2016 

 

AT&T (T) offers a 5.55% yield while trading just 12.3X Earnings, 1.69X Book and 42.5X FCF, a Company with limited 

growth prospects but its acquisition of DirecTV should translate into better results in 2016.  T is a low-risk investment 

and is entering new markets to boost growth that can lead to multiple expansion off of historical lows, one opportunity 

seen in its Mexican wireless strategy.  On the chart T shares have showed support around the $32 level the last few 

years, forming a large descending triangle pattern.  The $33.50 and $32 levels are optimal entries, and upside potential 

to $40 for shares. 

CA Inc. (CA) is a $12.7B provider of software and services that offers a 3.45% yield and trades cheap at 11.65X Earnings, 

3.1X Sales and 24.1X FCF with a lot of cash to put to use.  CA is enhancing its capital allocation strategy and focusing on 

growth areas with revenue growth and margin improvement seen a year or so away.  On the chart CA shares held trend 

support near $26 and looking to clear its 200 day MA for a breakout move.  The $27 and $26 levels are optimal entries 

with a $35 upside target. 

Digital Realty Trust (DLR) is an $11B data center REIT offering a 4.5% yield, a hot area of tech investment and the best 

REIT space to be invested.  DLR has been aggressively expanding its footprint and the Telx acquisition grows its presence 

in the high margin interconnection business.  On the chart DLR shares are not far from new highs, and the $70 and $68 

levels are optimal entries while targeting a move to $85. 

Duke Energy (DUK) us a $49.6B utility focused on the Southeast and Midwest, trading 15.3X Earnings and 1.24X Book 

with a 4.58% dividend yield.  In October DUK announces a $4.9B acquisition of Piedmont which is expected to be 

accretive in the first year after posting and enhances its long term EPS growth targets.  DUK’s infrastructure 

improvements are also leading to a growing rate base.  DUK shares recently pulled back to find support near $66.50 with 

the 200 day MA looming overhead.  The $70 and $68 levels are optimal entries with upside target of $85. 

General Motors (GM) is a $53.85B auto manufacturer offering a 4.16% dividend yield and trading just 6.4X Earnings, 

0.35X Sales and 1.58X Book with a ton of cash.  GM has been posting solid monthly sales figures and overall the global 

auto market remains very strong.  GM offers an attractive yield for a name expected to earn $6/share EPS by 2017.  On 

the chart GM shares have pulled back to the 20/40 week EMA cross, while $30 also a supportive level.  The $34 and $32 

levels are optimal entries for a stock that can target $42 upside. 

Lockheed Martin (LMT) is a $67.2B defense Company offering a 3% dividend yield and trading 18X Earnings and 1.47X 

Sales that has consistently beat earnings estimates throughout 2015, a strong performer with shares +17% YTD.  LMT is 

currently protesting two large contracts, the Army contract that went to OSK and the Air Force contract that went to 

NOC.  In July LMT agreed to acquire UTX’s Sikorsky division for $9B and LMT is also looking at spinning off or selling its 

government IT business.  The ramping of the F-35 program along with the expanding DoD budget should allow LMT to 

perform well again in 2016.  On the chart shares are in a steady trend higher riding the 20 week EMA.  The $210 and 

$200 levels are optimal entries with upside potential to $260. 



Occidental Petro (OXY) is a $52.85B Oil & Gas Company with shares -10.6% YTD outperforming many peers and now 

trading 1.77X Book and offering a 4.34% yield.  Although the Energy space remains risky to invest, OXY stands out due to 

its best in class balance sheet and optionality which makes its dividend sustainable and can withstand down cycles in Oil 

prices.  On the chart shares are attempting to find support near the $65 level, though a move back to $50 could be seen 

if Oil cannot hold up above $35.  The $65 is the first entry level, while being patient and waiting for $50 if shares break-

down would be second entry, the eventual long-term upside with a strong dividend allows for it to be one to hold. 

Pac-West Bancorp (PACW) is a $5.3B regional bank focused on the Pacific West, trading 14.85X Earnings and 1.26X Book 

while offering a 4.55% dividend yield.  PACW showed strong loan and lease growth in its latest quarter and sets up well 

for a rising rate environment.  In March PACW acquired Square 1 Financial in an $849M deal that will boost results in 

2016.  On the chart PACW shares have traded in a narrow range in 2015, target optimal entry levels at $42 and $39 with 

$55 upside target. 

Pfizer (PFE) with a $201B market cap trades 13.8X Earnings, 4.2X Sales and 3X Book while offering a 3.68% yield and in 

the midst of a mega acquisition attempt for Allergan (AGN) that will be transformational for the Company if it can clear 

regulatory hurdles.  PFE is a long-term value name with a nice yield and plenty of optionality.  On the chart shares are 

finding a lot of support near $31.  The $30 and $28 levels should be seen as optimal entries, and target longer term 

upside to $40. 

Six Flags Entertainment (SIX) is a $5B operator of theme parks trading 20.7X Earnings, 4.1X Sales and 33.9X FCF with a 

strong 4.25% dividend yield and shares +32.4% YTD having a fantastic year.  SIX is generating a lot of cash flow and 

buying back shares while raising its dividend, and some new projects set to expand its presence the next few years.  

Attendance rates and season pass sales metrics are both showing a healthy situation at a very well-run company.  On 

the chart shares recently hit new highs, so target optimal entries at $51 and $48 with $65 upside in mind. 

Top 5 High Beta Stocks for 2016 

 

Baidu.com (BIDU) is the Internet leader of China and the $67B Company trades 30.4X Earnings, 7X Sales, and 51.5X FCF, 

premium valuation, but is also delivering strong growth numbers.  BIDU shares have lagged in 2015, down 15% YTD, but 

in Q4 have shown some relative strength since posting results in late October where revenues rose 36% year/year and 

mobile continues to deliver strong growth.  BIDU was impacted early in 2015 due to all of its investments, but the 

Company has now positioned itself in many secular growth areas, a strategy that many great Tech companies have 

utilized in the past.  BIDU has also formed a new corporate structure that will allow it to improve operational 

efficiencies.  On the chart BIDU shares cleared a long downtrend and now nearing a bullish 20/40 week EMA crossover, a 

momentum shift in favor of the bulls. 

First Solar (FSLR) is a $6.75B solar Company that trades 16.1X Earnings, 1.85X Sales and 1.25X Book with a strong 

balance sheet, a rarity in this space.  FSLR has been posting strong results and the short float has been steadily declining, 

the group recently with a positive surprise as the tax credit was extended.  FSLR is showing strong margin improvement 

and encouraging bookings, and it is the most profitable of the solar names and investing in a new technology to provide 

a substantial cost advantage.  FSLR is a strong cash flow story as well and the formation of its Yield-Co with Sun-Power 

will allow for further project monetization.  On the chart shares cleared a downtrend with the move above $59.50 and 

now targeting a move back to $73.50 resistance from 2014. 



Imperva (IMPV) is a $2B provider of cyber security solutions that has performed well in 2015 with shares +30% YTD.  

IMPV trades 9.5X Sales and not yet an earnings story as it focused on revenue growth, but does have a healthy balance 

sheet with a good amount of cash.  IMPV has been delivering a series of beat and raise quarters and recently showed an 

inflection point as operating margins came in well ahead of expectations, a Company that can deliver 25% revenue 

growth for the next 3+ years, and addresses a large market.  At this market cap and with a ton of room for growth, it is 

surprising that a large Tech Company has not come in and acquired IMPV, it is a leader in the space and I would see it as 

a prime M&A target.  IMPV shares have channeled higher in 2015 and recently dipped back to its 200 day MA and trend 

support near $64, a nice entry spot. 

Linked-In (LNKD) now has a $30B market cap and shares are basically flat for the year, an operator of online professional 

networks that is expanding into new markets.  LNKD trades 61.45X Earnings, 10.85X Sales and has a healthy balance 

sheet.  LNKD was one of the big earnings winners last quarter as it delivered a clean beat and raise, strength in the core 

Talent Solutions business, and an uptick in Lynda.com while China remains a large opportunity for growth.  LNKD will see 

the benefits from a revamped mobile product for engagement, and pricing increases drive a strong 2016.  LNKD’s Sales 

Navigator business also reached an inflection point in the latest quarter, so overall LNKD has a lot of strong growth 

businesses in a good position for the next year.  On the chart LNKD has seen a bullish 20/40 week EMA crossover and 

now back above its weekly cloud, major long term resistance near $270 can come into play in 2016 with a target move 

above $300. 

Tesla (TSLA) is a $30B electric vehicle manufacturer that has seen shares gain just 3.7% YTD.  TSLA is focused on 

becoming a major player among auto manufacturers, so valuation metrics remain excessive in this stage of its growth, 

trading 127.25X Earnings and 8X Sales.  TSLA also has 28.8% of its float short and one concern into 2016 is that these 

lower gas prices result in less of a demand for electric vehicles.  TSLA shares have been able to withstand various 

negative reports to remain in a strong uptrend, the sign of a stock that institutions want to own for the long term.  

TSLA’s Q4 delivery guidance was above Street expectations and order trends remain strong.  A key catalyst in Q1 2016 

will be the March unveiling of the Model 3.  TSLA is sure to face increasing competition in the electric vehicle space, but 

is firmly positioned as the market leader and has the “coolness” factor that resonates with the target market.  On the 

chart TSLA shares recently put in another higher base above the $200 level, setting up now for a move back above the 

weekly cloud resistance near $235 for a run to $280 key long term resistance. 

8 Contrarian Stock Picks for 2016  

(High Short Float with Improving Business Trends & Growth at a Reasonable Price) 

 

Athena-Health (ATHN) is a $6.3B provider of billing and clinical related services to medical group practices and health 

systems and trades 93.65X Earnings and 7.2X Sales.  ATHN has 42% of its float short which has fallen from 53.5% at the 

end of July.  ATHN offers a disruptive service in the medical space and has long shown strong revenue growth, but 

recently showed higher EBITDA estimates.  ATHN sees room for growth in hospitals and other nursing facilities as well as 

International opportunities.  ATHN recently raised its outlook for FY16 and on the chart shares showing strong 

momentum as it moved past $150 resistance and now targets a move back to the early 2014 highs when shares traded 

above $200. 



Buffalo Wild Wings (BWLD) has a $3.09B market cap and trades 25X Earnings, 1.78X Sales and 41.3X FCF while being a 

top sales and earnings growth name in the casual dining industry.  BWLD has 17.7% of its float short which is hitting a 1 

year high but down from above 25% in 2013 and entering a strong seasonal period with the Super-Bowl and March 

Madness key catalysts.  BWLD is coming off a weak report that saw a decline in same store sales, but remains an above-

average growth name that should see 5%+ comps, and declining chicken wing prices should translate into stronger 

earnings in coming quarters.  BWLD is planning on opening 50 new locations in 2016.  On the chart BWLD shares did 

finally break below weekly cloud support and suffered a 20/40 week bearish EMA crossover, but trying to maintain a 

long channel up pattern and found support at the $150 level. 

Core Laboratories (CLB) is a $4.74B Oil & Gas services Company trading 38.65X Earnings, 5.3X Sales and 32.55X FCF with 

a 1.96% dividend yield.  CLB has 19.15% of its float short which has surged from below 5% to start 2015 and back near 5 

year highs as it reached 22% in March of 2011.  CLB has outperformed most of its peers in a year when Oil & Gas names 

have been slammed and although a drop in E&P CAPEX is likely to weigh on upside, CLB remains one of the best 

operators in the space and is a more stable stock.  On the chart CLB shares are working on putting in higher lows since 

the start of 2015, and trying to recover. 

IPG Photonics (IPGP) is a $4.83B leader in high performance fiber lasers that trades 18.1X Earnings, 5.45X Sales, and 

26.25X FCF with a clean balance sheet and impressive growth numbers.  IPGP has 17.2% of its float short, which has 

come down from above 37% in November of 2013.  IPGP is coming off a poor Q3 report and faces a potential slowdown 

in China business risk.  IPGP, however, is the clear leader in the space with a major cost advantage.  IPGP remains a 

favorable growth name at a less than market multiple.  On the chart shares are in a strong uptrend and looking to clear a 

recent trend down off the 2015 highs, recently working back above the weekly cloud resistance and its 200 day MA. 

Take Two (TTWO) is a $3B maker of video-games and trades 21X Earnings, 2.1X Sales and 9.7X FCF with a lot of cash on 

the balance sheet.  TTWO has 16.37% of its float short which has come down from near 25% in February.  TTWO has 

been posting strong results and recently raised its outlook, also impressive was the 57% year/year growth in digital 

revenues.  TTWO has an expanding portfolio of franchise titles and also should be able to put its excess cash to use, 

either via acquisitions or shareholder returns.  On the chart TTWO shares have trended higher throughout the year and 

sit just below new highs, a strong trend. 

Ubiquiti Networks (UBNT) is a $2.74B provider of networking products and services and trades 14.55X Earnings, 4.6X 

Sales and 25X FCF with a strong balance sheet.  UBNT has 33% of its float short.  UBNT has a major overhang with 

concerns regarding theft and financial controls following the CFO resignation, yet shares have been able to hold up very 

well.  UBNT has very strong margins and operating efficiency ratios compared to peers and once the overhang is 

removed shares should regain a premium valuation.  On the chart UBNT shares are holding above $28.50 support and 

looking to clear $35 resistance for a breakout move. 

United Therapeutics (UTHR) is a $7.34B Biotech with its lead product Remodulin an injection used to treat pulmonary 

arterial hypertension.  UTHR trades cheap at 13X Earnings, 5.2X Sales and 17.2X FCF with no long term debt and a strong 

cash position.  UTHR has 17.8% of its float short, rising this year from 12%, though off the 5 year high of 22.8%.  UTHR 

has also recently launched Orenitram to drive a new phase of revenue growth.  UTHR’s strong balance sheet and cheap 

valuation also make it an attractive M&A target.  On the chart UTHR shares have held the 20 week EMA and now looking 

to move back above its 200 day MA, room to approach $190 resistance for a move to new highs.   

Wynn Resorts (WYNN) now has a $7B market cap with shares down more than 50% YTD, weakness in Macau a major 

factor for the weak performance.  WYNN shares are now trading 20.4X Earnings and 1.65X Sales with a 2.89% dividend 

yield.  WYNN short interest has risen to 23.6% of the float, a record high, and up significantly from under 5% in 2014.  On 

12-8 Steve Wynn, the CEO and Owner, bought more than 1M shares of WYNN valued at $6.4M, a sign that a bottom is 

likely near and the Las Vegas Sand’s (LVS) CEO recently stated that the Macau market appears to be bottoming.  WYNN 

will face easier comps in 2016 and the delay of the Wynn Palace project in Cotai has been priced into shares.  On the chart 

WYNN shares have attempted to bottom near the $60 level and forming a triangle pattern, a move back above its 20 week 

EMA would go a long way to shifting the downtrend into the start of a trend higher, the 200 day MA near $90 achievable. 

 



12 Hidden Gems for 2016 (Value and Growth Trading < 100K Shares/Day) 

 

American Software (AMSWA) is a $304M enterprise software Company trading 28.6X Earnings, 2.73X Sales, and 5X 

Book with a 3.78% yield, shares +21% YTD and averages trading just 50,000 shares per day.  In its latest report on 12-3 

AMSWA posted 18% Y/Y revenue growth which followed 16.3% growth the prior quarter.  AMSWA operates in three 

business segments with Logility accounting for 64% of revenues, IT Solutions 25%, and ERP 11%.  The logility’s customer 

base is 48% consumer goods companies, 15% chemical, and then some smaller contributors.  AMSWA does not see any 

analyst coverage, but is a solid growth/earnings name with an attractive yield.  On the chart shares are nearing the 

highest level since 2007 and coming out of the $7.75/$10.50 range. 

Atlantic Tele-Network (ATNI) is a $1.26B provider of telecom services that trades 25.8X Earnings, 3.5X Sales, 3.15X Book 

and 21.3X FCF with a 1.63% yield, and shares +17% YTD with 73,000 shares per day trading on average.  ATNI has posted 

8% year/year revenue growth each of its last two quarters.  ATNI operates in 5 units, one of which is a renewable energy 

unit focused on solar.  US Wireless accounts for 46% of revenues, wireline 25% and International wireless 26%.  ATNI has 

no analyst coverage and very low institutional ownership at less than 60%.  On the chart ATNI shares are in a strong 

uptrend above weekly cloud support and riding the 20 month MA higher.   

First Busey (BUSE) is a $595M regional bank with most of its locations in Illinois and trades 13.5X Earnings, 1.6X Book 

and 15.55X FCF with a 3.28% dividend yield.  BUSE shares are +10% YTD and trade just 77,000 shares per day on 

average.  In its latest quarter BUSE posted 8.5% loan growth and net interest income +8.8%.  BUSE does not receive any 

analyst coverage and on the chart shares broke out earlier this year above the $20 level and have since rallied as high as 

$22.50 before pulling back to its 20 week EMA.   

Erie Indemnity Co. (ERIE) is a $5.08B insurance Company trading 27X Earnings, 6X Book and 7.25X FCF with a 3% 

dividend yield.  ERIE shares are +10% YTD and trade just 49,000 shares per day on average.  ERIE is the 21st largest P&C 

insurance organization.  ERIE shares have rallied strong since June when the CIO bought 2,500 shares at $79.90 and the 

weekly chart shows a strong uptrend with shares well above the weekly cloud and recently breaking out above $92.50.   

Heidrick & Struggles (HSII) is a $517.5M provider of executive search and leadership consulting services to businesses 

that trades 22X Earnings, 1X Sales, 2X Book and 37X FCF with a 1.85% yield.  HSII also has no debt on its balance sheet 

and trades just 4X cash value.  The financial services industry accounts for 30% of billings, Tech 21%, Industrial 21% and 

Consumer Markets 16%.  HSII hired a new CEO in February 2014 that has been able to grow revenues and expand 

margins and consultant headcount is climbing.  On the chart HSII shares have climbed sharply since October and forming 

a weekly bull flag beneath $30 resistance. 



Insteel Industries (IIIN) is a $403.4M maker of steel wire reinforcing products for concrete construction applications.  

IIIN shares trade 10.65X Earnings, 0.9X Sales, 2X Book and 16.3X FCF with a 0.55% yield and no debt on the balance 

sheet while generating 20% EPS growth.  IIIN shares are -2.55% YTD and trades 83,000 shares per day on average.  IIIN’s 

products are cyclical and seasonal with shipments higher April to September when more construction projects occur.  

IIIN receives 85% of sales from non-residential construction.  IIIN does not have analyst coverage and on the chart shares 

rallied sharply September to November, recently dipping back to its 20 week EMA and finding support.   

J&J Snack Foods (JJSF) is a $2.2B packaged foods Company trading 27.55X Earnings, 2.25X Sales, 3.68X Book and yields a 

1.32% dividend.  JJSF shares are +10% YTD and trade just 67,250 shares per day on average.  JJSF has missed EPS 

estimates each of its last two quarters but has been able to see revenue growth that could make it an attractive M&A 

target for its many brands.  On the chart JJSF shares are in a strong weekly uptrend, above its weekly cloud and recently 

tested the 40 week MA and basing at trend support.   

Kaman Corp (KAMN) is a $1.12B product distribution Company for the aerospace market that has shown steady sales 

and earnings growth the past five years.  KAMN trades 15.15X Earnings, 0.63X Sales, 2X Book and 11.3X FCF with a 1.74% 

dividend yield.  KAMN should see a strong 2016 with K-MAX order growth and strong JPF backlog.  KAMN receives 33% 

of revenues from Aerospace and 67% from Distribution.  The distribution segment addresses a $35B market with 

Bearings, Fluid Power, and Automation/Control.  KAMN has posted solid results all year and also adding strategic 

acquisitions.  On the chart KAMN shares are in a weekly channel down but showing strength into year-end, potential for 

a key long term breakout above the $44 level. 

Lydall (LDL) is a $600M maker of specialty engineered insulating, acoustical and thermal products for HVAC and 

Automotive markets.  LDL trades 15.3X Earnings, 1.15X Sales, 2.43X Book and shares are +7% YTD averaging 80,200 

shares traded per day.  LDL has been seeing margins improve since 2012, nearly doubling as of 2015.  LDL has posted 

strong results each of its quarters this year.  LDL has no analyst coverage and on the longer term chart shares broke out 

earlier this year and now consolidating near the 20 week EMA.   

Morningstar (MORN) is a $3.59B provider of investment research services that trades 23.7X Earnings, 4.58X Sales and 

23.15X FCF with a 1.08% yield.  MORN shares are +26.65% YTD and trades 98,000 shares per day on average.  MORN has 

posted steady earnings growth and its smaller market cap may make it an attractive M&A target.  On the chart MORN 

shares have formed a large falling wedge back to its 40 week MA with potential for a key breakout above $84. 

Standex International (SXI) is a $1.06B maker of various products and services in commercial and industrial markets that 

trades 14.9X Earnings, 1.38X Sales and 19.1X FCF with a 0.67% yield,  SXI shares are +8% YTD and it trades 73,000 shares 

per day on average.  SXI generates 79% of sales from the Americas with 53% coming from the Food Service Equipment 

Group, a strong industrial segment in 2015.  SXI has beaten EPS estimates each of its last two quarters with limited 

revenue growth.  On the chart SXI shares are in a strong long-term trend and above the 40 week MA.   

TeleTech Holdings (TTEC) is a $1.36B provider of customer engagement management solutions that trades 16X Earnings, 

1.06X Sales, 3.3X Book and 18.2X FCF with a 1.28% yield and double digit EPS growth.  TTEC shares are +20.75% YTD and 

it trades 85,000 shares per day on average.  Care Services, which include customer care, technical support, talent 

optimization and Omni-channel communications account for 72% of revenues.  On the chart TTEC shares are in a strong 

uptrend with potential to break out above $30 and target a move back towards the $40 highs from 2007.   

 

 

 

 

 

 

 



2016 Investment Themes 

Autonomous Vehicles: 2016 promises to be the year in which autonomous driving finally takes off with every major 

automaker and several major players in Silicon Valley committed to bringing it to market. The roll-out will not be swift as 

most automakers build programs into their existing vehicles which will assist in stop and go traffic or highway driving. 

According to Boston Consulting, the market for autonomous vehicles may grow to $42B by 2025.  IHS estimates that by 

2035, one in ten cars on the road will be driverless. The market for autonomous driving sensor components will reach 

$15B by 2025 and $25B by 2030. Google is probably ahead of everyone else in the space with their car, whose 

intelligence is such that it can recognize traffic patterns and humans in space. Tesla and reportedly Apple are also 

working on a vehicle. General Motors will roll-out an autonomous feature in 2016 as they will have ‘super cruise’ in a 

2016 version of the Cadillac. GM also plans to have a fleet of fully autonomous Volt’s at the company’s technical center. 

Delphi is perhaps the most interesting name in the space having completed a coast-to-coast autonomous trip in April. 

The company worked in collaboration with Audi on the 3,400-mile trek. They provided software and sensors for the 

vehicle which went 99% autonomous. The company estimates that the hardware necessary to make the vehicle 

autonomous will be as low as $5,000 within a few years. Baidu is another large-cap tech giant working on a vehicle and 

recently announcing a partnership with BMW to build and test their driver-assist models on the streets of Beijing. 

Mobileye is a provider of many of the chips used for driver-assisted systems and ST Microelectronics manufacturers 

their chips (the company also has a relationship with GOOG and some automakers). NXP Semiconductors remains one of 

the best in breed chip-makers, especially following their deal for Freescale, and is another name which manufactures 

micro-controllers and processor units used in autonomous vehicles. The $21.59B company trades at 14.94X earnings and 

8.66X cash. Autoliv manufacturers a camera used in many driverless cars which is advanced in detecting pedestrians and 

other obstacles. One of the biggest question-marks surrounding the adoption of this technology is security. This will 

open up a big opportunity for cyber security names such as Fire-Eye, Palo Alto Networks, and even larger names such as 

Symantec and Cisco. 

 

 

 

 

 

 

 

 



Virtual Reality: After several years of significant development, 2016 is expected to finally be the year when virtual reality 

enters the home. Many notable companies including Facebook, HTC, and Sony are all planning on releasing a VR system 

during the year. Several of the bigger players in tech are right on the cusp as well. Microsoft is developing their own 

head-mounted device called HoloLens which is expected to be released to developers by early 2016. The company plans 

on developing the technology over the next four to five years with enterprise applications being first adopted. Apple 

acquired motion-capture startup Faceshift in November and led many to speculate that the company will couple the 

technology with their existing acquisitions in motion capture and augmented reality. Consumer adoption will be the 

biggest challenge with pricing likely keeping a majority out of the space. Wearable technology has been hit or miss with 

the Apple Watch and Google Glass both demonstrated. Jefferies believes adoption rates will be very good and that VR 

has the potential to ship 10 million units within the next 3-5 years with 50 million units possible in the next 5-10 years. 

The firm believes gamers will be early adopters through Facebook’s Oculus Rift and later HTC’s Vive and Sony’s 

Playstation VR which connects to the PS4. Game developers have expressed caution before moving into development 

fully as Electronic Arts’s CFO noted in November at the UBS Global Tech conference they want to see how big the 

market for the devices is before committing too much to the new technology. They see a five-year timeline before there 

is a significant marketplace. Ubisoft, the maker of titles such as Assassin’s Creed and Far Cry 4, noted in May that they’re 

planning to slowly roll out VR titles. If VR is a long play, it’s one with enormous potential. According to KZero analytics, 

revenue from VR products are forecast to reach close to $5.2B worldwide by 2018 with greater than 170M active users. 

Disney invested $66M in VR start-up Jaunt VR and other studios have begun working in the space with Twentieth 

Century Fox producing some short VR films. Sporting events are a unique spot where content delivery names could 

invest in VR as well with HBO (Time Warner), World Wrestling (WWE), and perhaps even some larger networks like CBS 

where live sports would be a major draw. Medical device and surgical applications may be the biggest enterprise 

opportunity in the near-term with very few institutions employing significant VR programs. The use of these systems will 

allow doctors to simulate life-saving procedures and help diagnose patients in a risk-free environment. Chip-makers to 

watch in the space are AMD, Intel, and Qualcomm. The best name in the group is NVIDIA with strong earnings growth 

and estimated 27% jump in 2016.  

 

 
 

 

 

 

 

 

 



The Sharing Economy: The rise of the sharing economy has been exponential in recent years with reach into 

transportation, housing, personal and professional services, finance, and consumer goods. The sharing economy at its 

core is about a shift away from ownership and buying into experience and community and the size and scope is growing. 

According to recent surveys, the number of online consumers willing to take part in the sharing economy is greater than 

65% with heaviest concentrations in International markets such as Latin America, Asia, and the Middle East. PWC 

consulting believes that revenue from the sharing economy can reach $335B by 2025, a CAGR of greater than 25%. Sky-

high private valuations have demonstrated the growing desire to be invested in the space as well with the most visible 

examples being Uber and Airbnb. Uber completed five rounds of funding this year with the latest coming in September 

from China-based Baidu at $1.2B. The latest Series F round of funding in July valued the company around $50B and in 

October the NY Times reported the company was seeking to raise another $1B at a $60-70B valuation, a number which 

would make the company the most valuable private company in the world. Airbnb raised $100M in November from 

Private Equity at a $25.5B valuation. Airbnb generated $340M in revenue on bookings of more than $2.2B in the third 

quarter. The company expects to hit profitability in 2016. According to a Reuters report in August, Uber was expected to 

hit $10.84B in bookings in 2015 with $2.2B in revenue and projected to reach $26.12B in bookings in 2016. These are 

significant jumps from 2014 when bookings were just $2.91B and 2013 when it was $687.8M. Neither one of these 

companies has hinted at a public IPO recently but both on watch as it would be a significant moment for the group. 

There are plenty of public ways to invest. Airbnb’s closest peer Home Away was recently purchased by Expedia (EXPE) 

for $3.9B, a deal which is expected to close in the first quarter of 2016. The $16.58B company trades at 21X earnings and 

still very attractive with earnings forecast to grow 20% over the next five years. Hertz and Avis have both been impacted 

by the rise of Uber but the latter making a small $491M acquisition of car-sharing company Zipcar in 2013. TripAdvisor, 

Facebook and Yelp are major beneficiaries of the growing trend in sharing with user reviews and built-in communities of 

users. Amazon has recently begun getting more involved in the space with their Flex delivery service which uses a 

crowdsourced network of drivers to deliver packages. LendingClub and Lending Tree are two notable P2P lending 

services which enable crowdfunding or personal loans through an open network community. Many of the mobile 

payment names benefit from the sharing economy as well as processors for each transaction. PayPal is the biggest name 

in the space and the processor for both Uber and Airbnb through their Braintree platform. PYPL has seen a lot of upside 

call buying since November and at 24.3X earnings and 18% growth, a very attractive name for a bigger player such as 

Apple or Google as an acquisition target. Alibaba is an interesting international play on the growing theme with reach 

into used goods as well as on-demand car service Kuaidi One which they are invested. LinkedIn’s $1.5B purchase of 

Lynda.com puts them square in the lead of the On-Demand employment economy or 1099 Economy.  Chegg is a small-

cap name which is a peer-to-peer textbook lending site although have lagged since its IPO and short interest is 

cautiously high.  

 

 
 



Millennials: 2015 was the year when Millennials (born 1980 to 2000) became the largest generation in U.S. history with 

92M people according to Goldman Sachs, more than Generation X (61M) and the Baby Boomers (77M). Retailers drive 

to reach this group of consumers is understandable with research from Accenture indicating that annual expenditures 

by Millennials to reach $1.4T by 2020. The generation is defined by certain characteristics including their use of 

technology, especially mobile; smartphone makers are big beneficiaries of Millennials with 31% of consumer electronics 

purchased by the group going towards the mobile devices, outpacing laptop computers, HDTVs, and tablets. Also, 

according to Pew Research, 41% have no landline. Mobile devices are their main sources for communication, research, 

shopping, and more. Several retailers such as Starbucks and Dominoes have embraced mobile-ordering platforms and 

should continue to see efforts ramp in 2016. This generation also embraces new technologies faster and more 

immersive than any other generation. They are also defined by being highly social; Millennials are the most outwardly 

social generation in U.S. history especially in online mediums such as Facebook, Snapchat, Instagram, and Twitter. 

According to Jeff Fromm’s book Millennial Marketing, this lends itself to companies such as Yelp and TripAdvisor, where 

Millennial consumers can research opinions of others and share their own. Fromm’s research indicates that the vast 

majority of Millennials shop in groups and make decisions based on the opinions of others. This also lends itself to 

communication and collaboration with brands and companies which can better interact with and serve the group. 

Finally, they’re value-oriented and prefer products and services which focus on organic, local, and sustainable methods 

of development. Grocers such as Whole Foods and Sprout Farms are the two biggest players in the group with the 

former having a rough 2015 down more than 30%. Goldman Sachs recently highlighted a secondary impact of the 

growing generation: Millennials are fast becoming parents. This is creating a unique new spending cycle into children’s 

cloths, formula, and entertainment. Carters is a very attractive looking retail play on children’s clothes at 17.45X 

earnings and 15% earnings growth. Mead Johnson has seen some upside call buying in recent months and the maker of 

children’s formula also will benefit from the changing child-bearing policies in China expected to take effect in 2016. The 

$15.64B company trades at 22.3X earnings and growth estimates seem conservative in mid-single digits, room for 

revision higher. Insiders have been scooping up shares of MJN since late July with several sizable buys of $400K and 

greater. Netflix is also a big part of the modern parent’s routine with their kid’s channel and exclusive distribution of 

certain programming while HBO (Time Warner) will start broadcasting Sesame Street in 2016.  

 

 
 



Labor Pressures (Wages and Shortages): One of the most common phrases from U.S. companies during Q4 earnings in 

2015 was ‘wage pressures’ as more and more companies signal that rising labor costs will become a major headwind in 

2016. And, the federal debate over raising the mandatory minimum wage will persist into the November election with 

proposals ranging from $12 to $15 an hour on the table. 23 states will raise their minimum wage in 2016 and 29 have set 

their minimum wage above the federally mandated level of $7.25. Wage pressure is most prevalent in fast-food and 

retail, with Habit (HABT), Panera (PNRA), Cheesecake Factory (CAKE), El Pollo Loco (LOCO) all noting how it will impact 

earnings in 2016 while the biggest splash being Wal-Mart (WMT), who sees double-digit declines in earnings next year 

from a rise in the entry-level wage. The company announced in 2015 that it was raising the entry-level wage for workers 

to $10, a move which will shrink profits in 2016. There’s also some belief that the company’s move will spur rivals such 

as Target (TGT) and Costco (COST) to raise their wages to compete, sacrificing their bottom line as well. Another notable 

company which made a move was McDonalds (MCD) which raised wages for employees at their company-owned 

restaurants, a move will impact margins in 2016 by 4%. There are also areas with notable labor shortages including 

homebuilders and construction which have forecast a challenging year with a lack of available help. In September, 

Meritage and Hovanian noted that lack of workers available will cause production delays and lead to lengthy 

completions, cutting their overall forecast for 2016. This will likely get worse with housing strength as buyers return to 

the market at a rate not seen since before the subprime crash and could impact earnings results from other builders 

such as Lennar. The Labor Department indicates there are about 1M fewer jobs in the sector since 2006.  

 

 
 

 

 

 

 

 

 

 

 



The Election: The Presidential election will have far-reaching implications for stocks long before voters go to the polls. 

The range of issues tackled by candidates will impact sectors such as managed care, drug companies, private prisons, 

defense, alternative energy, cyber security, tax reform and much more. There’s heightened headline risk into the year 

with any candidate able to make an issue a front-and-center talking point at any moment. Democratic candidate Hillary 

Clinton sent biotech stocks into a tailspin in late September after tweeting out a pledge to combat rising drug prices. 

Valeant, Horizon Pharma, and Concordia Healthcare are three names to watch in the space as Government pressure 

over drug pricing ramps. Endo Pharmaceuticals and Mallinckrodt also saw shares come under pressure with subpoena’s 

being issue in late September. Healthcare may also come into focus with many GOP candidates attacking the ACA and 

pushing for its repeal. Hospitals, PBMs, and managed care names all spent considerable amounts of time and money 

adapting to new regulations and have all seen earnings impacted. HCA, Universal Health, HealthSouth are three big 

hospitals which would see volatility with a change as would Community Health and Tenet. Express Scripts one of the 

better-looking PBM names at 14.2X earnings and solid double-digit growth. For-profit prisons were sent lower in late 

October after Clinton tweeted that America “needed to end private prisons.”  Corrections Corp. the biggest name in the 

space which could come under fire. She also took aim at the number of managed care mergers with Aetna/Humana and 

Anthem/Cigna two $50B+ deals which could see increased scrutiny with a Clinton victory. A bright spot during the run-

up to the election is likely to be defense stocks. In a note this summer, BAML highlighted that in defense names 

outperformed the S&P 500 in seven of the last nine election years with an average return greater than 15%. This is a 

large by-product of the fact that most defense names are tied so heavily to government contracts and names like 

Raytheon, L-3, Northrop Grumman, Lockheed Martin, and General Dynamics all see the vast majority of their revenue 

from the Federal Government. Either candidate is a positive for the group but a GOP victory would be the best case 

scenario for defense names with a modeled CAGR of 8.4%. RTN is the best of breed name here with strong earnings 

power and at 17.7X next year’s earnings estimates, room for multiple expansion. Border control is likely to continue to 

be a hot topic, particularly on the GOP side of the aisle. OSI Systems an interesting name with its security business which 

focuses on baggage and parcel screening and vehicle inspection. The $1.78B company trades at 21X earnings and 1.89X 

sales with 13.4% earnings growth. It was a strong performer this year up 27.3%.  Finally, cyber security likely to be a 

major topic in the debates and run-up to November. The growing number of National hacking incidents has drawn eyes 

from Washington especially as national security issues including potential terrorism come into play. Palo Alto Networks 

the best in breed name in the group with strong earnings growth forecast at 50%+ into 2016 while Fire-Eye, CyberArk, 

and bigger names like Symantec can all see upside as well.  

 

 
 



M&A Hangover: 2015 was a benchmark year for mergers and acquisitions, topping $5T with major deals from Charter 

Communications, Anheuser Busch, and Royal Dutch Shell. Healthcare continued to lead the pack with Pfizer’s proposed 

$160B deal for rival Allergan topping the list. Other notable deals include Kraft and Heinz ($62.6B), Dow Chemical and 

DuPont ($68.6B), Dell and EMC ($66B), and a pair of managed care deals valued at more than $54B each. And, now 

comes the worry of the hangover. The M&A boom of 2015 lends itself to two stark realities in 2016: 1) outright regret; 

deals which don’t work or capitalize on proposed synergies as efficiently or as quickly as promised during the initial 

signing period. 2) deals which are unable to make it to the finish line; of the ten biggest deals announced during the year 

only two have closed (Kraft/Heinz and Cheung Kong/Hutchison Wampoa). Aetna and Anthem both face intense 

regulatory scrutiny especially into an election year with healthcare in focus and Pfizer will go head-to-head with 

lawmakers over tax inversion rules. The riskiest deal is likely Shell’s proposed acquisition for BG. Shell is paying $82B for 

the company and the mix is roughly 1/3 cash the rest in new Shell shares, highly dilutive. In addition, energy prices have 

been in a tailspin since the deal was announced. This puts Shell’s dividend at risk with cash flow concerns becoming 

paramount The company reported earnings in late October which showed a $7.4B loss as the company took write-offs 

related to a failed operation in Alaska and canceled project in Canada. The company also wrote down $3.7B towards 

shale properties as they revised their outlook for oil. Shell’s break-even price for oil is $60 per barrel.  Despite the 

turmoil, management remains committed to the deal which should close in 1H16. A second deal which stands to 

possibly impact its acquirer is XPO Logistics’ $3B acquisition of trucking-company Con-Way. The deal was financed with 

$1.2B in cash, almost half of dry powder left at hand after three prior deals this year which combined for roughly $3.7B. 

The company also raised their debt levels to $3.55B.  Both of these could be ominous signs if the trucking industry 

continues to see any slowdown or cargo demand continues to slip. Some other notable deals in 2015 which could come 

back to haunt their acquirer include Verizon’s $4.4B deal for AOL, Opko’s $1.47B deal for Bio-Reference Labs, Energy 

Transfer Equity’s $7.7B deal for Williams, Marathon’s $10.6B deal for MarkWest, Southern’s $12B deal for AGL 

Resources, Ascena Retail’s $2.2B deal for Ann Stores, and Skyworks (SWKS) $2B deal for PMC Sierra (PMCS).  

 

 
 

 

 

 

 



Liftoff (Fed Tightening Cycle): The Federal Reserve finally moved on interest rates in December lifting the benchmark 

rate for the first time since 2006. Financials (XLF) are set to finish the year flat to modestly lower after nearly a year of 

waiting for the move while regional banks (KRE) outperformed up 5.93% and likely to continue with the move as they 

tend to have a higher concentration of rate-sensitive assets. Some of the larger names in the group like Comerica 

especially play well with the move as the vast majority of their loans are floating rate and nearly half their deposits are 

non-interest bearing. During their last earnings call, the company noted that a 1% rise in rates would contribute $0.40 to 

FY EPS. Others to consider would be US Bank, PNC Financial, and Keycorp. Nearly all of the large-cap money center 

banks will benefit from liftoff as well and trade as nice valuations relative to their prospective earnings power. Bank of 

America and Citigroup are also two names which trade at < 1X book value. Goldman Sachs and Morgan Stanley two 

which stand out on valuation. The former also benefitting from a record year for M&A. Retail-oriented brokerages will 

benefit as well as they gain interest on customer cash and names include Charles Schwab, TD Ameritrade, Interactive 

Brokers, and E-Trade and benefit with interest income off of un-invested cash in accounts. Similarly, payment processors 

like Automatic Data Processing and Paychex benefit as they sit on billions in funds on hold for clients.  

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Diabetes Epidemic: Obesity and the rise of diabetes grew to their highest levels ever in 2015 and healthcare 

expenditures in the U.S. to treat the disease reached $320B. According to the CDC, 29.1M people have the disease, more 

than 9% of the U.S. population, with almost 8M undiagnosed. The Journal of American Medicine published a report in 

September that indicated that half of U.S. adults are pre-diabetic in some manner with a risk to develop the disease. 

Diabetes is complicated to manage with injections, medications, insulin, testing strips, and visits to medical professionals 

all required. The International Diabetes Foundation (IDF) sees global spending on diabetes control to reach $53B by 

2016. There are three big ways to invest in the growing trend: Big Pharma, Medical Devices, and Dialysis. One could also 

make a very compelling portfolio looking at the causes of diabetes and names which could come under pressure if 

greater action was taken to prevent it. High sugar soda names such as Pepsi, Coke, and Monster would all be names to 

research as well as processed food names like Hershey and especially Ingredion which manufactures sweeteners and 

starches. Big pharma names with strong diabetes portfolios include Eli Lilly who developed the first commercial insulin 

and Sanofi who develops both insulin products as well as injection pens. Novo Nordisk has a wide variety of insulin 

products and in September approved the company’s drug Tresiba, a long-acting form of insulin. Tresiba sales are 

expected to hit $2.4B by 2020. Medical device names such as West Pharmaceuticals stand out as well as nice values as 

the company provides packaging and delivery systems for injectables. Shares trade at 28.8X earnings with 15-20% EPS 

growth over the next five years. Becton Dickinson another strong name up 13.6% in 2015 provides glucose monitors. 

Insulet may be the most direct play in the market as the company provides disposable insulin infusion systems for 

diabetics through their OmniPod system. The $2.22B company is not yet profitable with shares trading at 7.49X sales 

and 15.2X cash. The company reported 16% revenue growth last quarter with strength across all four business 

segments. Shares are down more than 15% for the year but leaving a big multi-month base in the Fall and closing the 

year strong. Short interest in PODD is 6.65% but falling almost every reporting period since 2012 when it was over 25%. 

The final way investors can play the growing diabetes trend is through providers of dialysis centers and machines. Kidney 

dialysis is one of the most lethal side-effects of the disease and care centers such as DaVita (DVA) – a large holding of 

Berkshire Hathaway – and drug makers like Rockwell Medical are interesting investments. NxStage had a very strong 

2015 up 24.75% and closing strong as well. The $1.43B company’s primary product is System One, a portable 

hemiodialysis machine used in the treatment of kidney failure. NXTM showed 14.9% revenue growth last quarter and 

trading at 4.3X sales and 27.79X cash with 20% EPS growth.  

 

 
 

 

Other notable themes include: Water shortages, Cloud computing, mobile payments, Mexico (rising Spanish speaking 

world), Smart Homes, Activism/Financial Engineering regret, robots and artificial intelligence, genetics, data-center 

boom, cell tower usage, housing renovation, big data analytics, wearable Tech, retail omni-channel, china growth 

concerns, US Dollar headwinds, and Internet of Things (specifically security and enterprise adoption) 
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Sector Breakdowns 

***My goal here is to provide a clear and concise view of key valuation metrics, management efficiency ratios, and YTD 

performance to show what worked in 2015.  I then briefly touch on some of the top plays in each group and also provide 

some industry insight.  This is a brief analysis that can serve as a guide throughout the year as we see sector trends 

develop by closely monitoring earnings reports. *** 

Basic Materials:  

Agricultural Chemicals:  The fertilizer and agricultural chemical stocks struggled in 2015 in a market dogged by 

oversupply, and as recent as November Uralkali PJSC, the largest potash producer by output, slashed its sales target.  

Potash prices in Brazil, one of the top markets, fell more than 20% in 2015 and in North America both Mosaic (MOS) and 

Potash (POT) are also curbing output in an effort to buoy prices.  China is the biggest potash consumer and the key for 

setting annual prices, and some analysts expect $275/ton next year, down from $315 in 2015.  As the year comes to a 

close there was also just news of the Dow Chemical (DOW) and DuPont (DD) $130B merger that will eventually spin out 

3 new companies, including a formidable Ag unit, so the industry is changing.  In reviewing stock performance in 2015, 

Syngenta (SYT) stands out as the top gainer, and as a name that thwarted an acquisition attempt by Monsanto (MON), 

remains in play as M&A is a theme for the group.  Mosaic (MOS) shares fell 30% in 2015, but on valuation is the most 

attractive at 10.2X Earnings, 1.08X Book, and 14.8X FCF with a 3.75% dividend yield, but as the case with any 

commodity tied stock investment, valuation is not to be relied upon until the spot pricing of the commodity can stabilize 

and the demand/supply outlook improves.  In the current environment it is not an attractive group to invest, but on 

watch as a 2H 2016 story, and Syngenta (SYT) offers the optionality factor of M&A as it is under pressure from 

shareholders.  For investors looking overseas, there are also large companies like BASF, Yara, K&S, Uralkali and Akzo-

Nobel worthy of further research. 

Scotts Miracle-Gro (SMG) saw an unusual buy of 1,000 June 2016 $65 calls at $3.80 to $4.40 on 12-30. 

 

Chemicals:  The chemicals group is diverse with different end-markets, and although there were some winners from the 

group in 2015, the average name was down more than 5% as Oil price weakness weighed across much of the sector.  

The top performer was Dow Chemical (DOW) which just announced a $130B merger with DuPont (DD) after years of 

activist pressures.  In November a $13.4B deal for Air Gas (ARG) by Air Liquide was also notable and puts the other 

specialty gases names like Air Products (APD) and Praxair (PX) on watch.  The other notable deal was in July when Solvay 

paid $5.5B for Cytec (CYT).  As a whole, the chemicals industry has fairly mature markets, not a great place for a growth 

investor, but earnings growth can be driven by operational improvements, and there remains room for further M&A as 

upside drivers.   

One of the best names in this group is Celanese (CE), which has outperformed peers in 2015, and at its November 

Investor Day gave long term FY18 EPS guidance of $8-$8.50, a low cost producer with a strong business model.  A 

favorite small cap in the group is Aceto (ACET), a $750M market cap trading 14.3X Earnings, 2.78X Book and one of the 

few names to post year/year sales growth while also generating double digit EPS growth.  ACET is attractive due to its 

focus on niche products and end-markets are mainly Human Health and Pharmaceutical Ingredients.  International 

Flavors and Fragrances (IFF) is another specialty player that performed well in 2015, the $9.3B Co. trading 20.5X 

Earnings, 3X Sales and 40.25X FCF with a 1.93% yield is fairly rich on valuation, but targets 10% currency neutral EPS 

growth through 2020 and accelerating shareholder returns.  Balchem (BCPC) is a $1.98B chemicals name that is an under 

the radar play, shares down around 5% in 2015, but positioned in Food, Pharma, Animal Health, and Medical Device 

markets with some exposure to Industrial.  BCPC has the highest year/year sales growth in the group and a name I would 

consider a top M&A target.  The last name I want to highlight in this group is Sherwin Williams (SHW), a $24.4B Co. 

benefitting from strength in housing/renovation.  SHW has the most impressive ROA and EPS growth, and also has seen 

bullish options positioning like the 5,000 June 2016 $290/$320 call spreads opened on 11-13. 



 

Gold, Copper, Silver, Aluminum, Coal, and Steel:  It was a rough year for the metals group as the strength in the US 

Dollar took a toll on many of the names.  A few gold miners are actually positive YTD showing relative strength, those 

being AEM, NEM and FNV.  Kaiser Aluminum (KALU) with a $1.47B market cap continues to defy the weakness, its 

emphasis on highly engineered products in strong end-markets like Auto and Aerospace making it a leader.  The metals 

group remains in a tough situation entering 2016 with a supply/demand imbalance, macro headwinds impacting demand 

across the globe, specifically the slowdown in China.  On 12-16 Nucor (NUE) slashed Q4 guidance, so we continue to see 

weakness across the Steel space. 

There are not a lot of real compelling investments in this group as they are closely linked with weakness in the underlying 

commodities, a trend showing little sign of reversing.  Worthington (WOR) is one name worth a look on the long side, a 

$1.78B specialty metals manufacturer trading 10.55X Earnings, 0.55X Sales and yielding 2.75%, anticipating an earnings 

recovery in 2016.  WOR has 38% exposure to Automotive and just 6% to Energy.  Among the gold miners, Newmont 

(NEM) stands out versus peers as the best positioned, a $10.1B Co. trading 9.25X FCF and 0.88X Book.  NEM has the 

lowest EV/EBITDA of the group at 4.5X and one of the few with year/year sales growth. 

 



 

Oil & Gas Exploration:  It was a rough year for the Oil & Gas Exploration and Production industry, this group of 36 top 

names averaging -27.2% YTD as of mid-December.  There are currently four names positive YTD and those are PDCE, 

NFX, FANG, and PE.  Relative strength is very meaningful, these divergences put those 4 stocks as the ones to target if 

crude oil can find support.  Oil has traded down to near the $35 level, a potential support area, but the fundamental 

dynamics remain weak with supplies outpacing demand, both sides of the equation moving in the wrong direction for 

price stability as supply as increased due to the US Shale Boom and demand is weakening due to macro headwinds like 

the slowdown in China.  On 12-10 Chevron (CVX) slashed its budget by 24% seeing little sign of oil prices rising in the 

near future, and Conoco (COP) cut its 2016 capital budget 55% from 2014 levels and down 25% to what the market was 

expecting in 2016.  When industry leaders are losing faith, it is a difficult industry to have confidence investing, though 

M&A could help stabilize the group, and we saw some signs of that when Anadarko (APC) attempted to buy Apache 

(APA), but was rejected.  Expect 2016 to be another year of major restructuring in this group, a lot of non-core asset 

sales.  It is an industry where forward estimates cannot be relied upon and have to value the names more on quality of 

assets while avoiding those with leveraged balance sheets. 

Occidental Petroleum (OXY) is the large cap in the group that longer term investors betting on an oil price recovery 

should target, offering a stable 4.55% dividend yield and having one of the healthier balance sheets in the industry.  

Suncor (SU) is the options activity standout as 10,000 January 2016 $25 calls were opened with large buys on 12-8 and 

12-9 for a short term bounce play.  For the smaller names the best approach is to stick with the stronger balance sheet 

names seeing year/year production growth, so Parsley Energy (PE), a Midland Basin play, PDC Energy (PDCE), a Denver 

basin play that targets 35-40% production growth in 2016, Newfield Energy (NFX), a diversified player with a strong 

balance sheet, and Diamondback (FANG), a strong growth name in the hot Permian Basin.  These four plays also have 

the characteristics that make them potential M&A targets if consolidation is a theme that begins to play out in 2016.   

 

 

 



Oil & Gas Services:  The Oil & Gas services group traded poorly throughout 2015 as low oil prices have caused customers 

to slash CAPEX budgets, this group of 20 names averaging -27%.  There were some notable deals, in September 

Schlumberger (SLB) announces a $14.6B deal for Cameron (CAM), and the large deal in late 2014 with Baker Hughes 

(BHI) and Halliburton (HAL) set to merge.  The only name in the group positive YTD is McDermott (MDR), a turnaround 

play that has posted consecutive strong quarters, as key projects start to kick in.  Once again, this is a group where 

forward estimates are coming down, and really want to focus on the best operators with healthy balance sheets and a 

strong management history, for long-term investors looking to gain exposure.  Six names in this group have more than 

10% of their float short, CLB, CKH, MDR, DNOW, CJES and PDS. 

From an options activity perspective, quite a few of these names have seen put accumulation in 2016 contracts, notably 

Weatherford (WFT), Seacor (CKH), and Oil States (OIS). 

The two names that stand out as the healthier plays are Core Labs (CLB) and Dril-Quip (DRQ).  Core Lab (CLB) has a 

$4.75B market cap trading 39X Earnings, 5.3X Sales and 32.6X FCF with a 1.96% yield, and is near tops in the industry 

for margins, ROA, and health of the balance sheet, though the 17.6% short float with a rising trend is a concern.  CLB 

has a strong market position and more defensive characteristics than peers.  Dril-Quip (DRQ) has a $2.23B market cap 

trading 19.5X Earnings, 1.69X Book and 12.6X FCF with no debt, the best looking name in this group, though shares are 

down 25% YTD.  DRQ is the margin leader with a strong balance sheet that is positioned to navigate the industry 

downturn.  DRQ has the characteristics that make it an attractive buyout target, trading at discounted levels with no debt, 

so a big player could pounce. 

 

Pipelines – MLP’s:  It was a terrible year for the MLP’s as the leverage tied to energy prices hit the group, this group of 20 

averaged -40% YTD.  The selling really picked up in December with some signs of high volume capitulation, Kinder 

Morgan (KMI), once thought of as best of breed slashed its dividend by 75%, and many of these names are currently 

showing dividend yields that will have to be cut so the companies can survive this downturn.   

There has been some notable options activity into the latest sell-off targeting a rebound, notably on 12-7 a buyer of 

20,000 March 2016 $26 calls at $1.41 in the JP Morgan Alerian MLP ETN (AMJ), as well as buyers on 12-4 of more than 

35,000 January 2016 $12 calls in the Alerian MLP (AMLP).   

It is not a group you want a lot of exposure to until crude oil prices stabilize, but the one standout name is Magellan 

Midstream (MMP), shares down 24.5% YTD outperforming the industry average.  MMP has a $13.64B market cap and 

trades 16.3X Earnings with a 5.08% dividend yield, and has the highest interest coverage ratio in the industry, as well as 

superior margins and ROA.   



 

Refiners:  The one area of outperformance in 2015 came in the refining group, the average return of these 16 stocks was 

+22%.  This was due to the strong earnings power from rising margins as crack spreads improved, but entering 2016 

margins may be near a peak, and the recent report of the US ending the oil export ban is also seen as a negative for the 

group.  In terms of deals, Western Refining (WNR) bought Northern Tier (NTI) for $2.52B in October and there were 

reports that Tesoro (TSO) attempted to buy Holly Frontier (HFC) in early 2015 but a price could not be agreed upon, and 

many feel that deal eventually will happen. 

Tesoro (TSO) is considered best of breed among the large players, the margin leader that saw 145% EPS growth.  

Marathon Petro (MPC) is the value name of the group trading 9.4X Earnings and 4.4X EV/EBITDA while seeing the least 

sales decline in volume year/year, also the strongest ROA among the big players.  MPC’s margins are not as strong as 

TSO/VLO, but the most room for improvement, and overall the name I would feel safest owning in 2016. 

 

 

 

 

 

 

 

 



Consumer Goods: 

Auto Related:  It was a mixed year for the auto related stocks in 2015 with the average name down 4.7% as of mid-

December.  The clear losers were the makers of medium and heavy trucks, names like ALSN, PCAR, NAV, OSK and CMI 

all lost more than 20%.  This was a clear trend from a memorable note from Volvo in mid-July when the Company said 

the North American trucking market has peaked and orders are dropping, which played out in the second half.  The other 

big losers were the leisure plays Harley (HOG) and Polaris (PII).  Based on the last few earnings calls and monthly order 

reports, these names remain avoids into the start of 2016.  In consumer auto, the major industry trends include demand 

for additional comfort, convenience and safety features; stricter fuel economy and emissions standards; and connectivity 

and autonomous vehicles.  On 12-15 it was announced that Eurozone new car sales grew 13.7% in November from last 

year, a positive for the whole group. 

The top performer in the group was Gentherm (THRM), a $1.68B Company that was in previous years reports as a top 

value for growth name as its thermal products become standard in new vehicles.  Lear (LEA) was the top large cap 

performer and remains very cheap at 10.4X Earnings, 0.5X Sales and 14X FCF.  LEA is a leader in seating and electrical, 

Ford and GM its top two customers.   

Delphi Auto (DLPH) is one of the high quality names in the group, the $23B Co. trading 13.2X Earnings, 1.5X Sales and 

28.75X FCF with 15%+ EPS growth.  DLPH is one of the higher margin names (13% operating margins) and focused on 

growth trends in auto such as safety, connectivity, and environmental.   

Autoliv (ALV) is a $10.8B Swedish parts supplier trading 16.85X Earnings, 1.2X Sales, and 3.27X Book.  ALV is focused on 

safety parts in automobiles and has a market leadership position.  ALV sees growth in active safety solutions that will 

drive many years of sustainable earnings growth.   

One name that was down more than 10% in 2015 that ranks highly on operating margins/efficiency as well as sales/EPS 

growth is Gentex (GNTX).  The $4.58B Co. trades 13.55X Earnings, 2.75X Book and 22.6X FCF with a healthy cash 

holding and small amount of debt, also a 2.16% dividend yield.  GNTX suffered some weakness in 2015 due to the 

scandal at Volkswagen that caused VW sales to suffer, a customer of GNTX.  GNTX is one of the few parts names to 

achieve double digit sales growth in 2015 and also is expecting acceleration to 10.5% EPS growth in 2016.  GNTX is 

focused on mirrors in auto and OEMs are interested in adding display content to mirrors in new vehicles.  GNTX also owns 

HomeLink, and the vehicle-to-home automation market can become a strong growth area.  As automobiles become more 

tech driven, GNTX is well positioned with its products to capitalize on more content per vehicle.     

 

 



 

Food and Beverage:  The food and beverage group outperformed in 2015, as of mid-December the average return for the 

34 stocks below was +14%, a group that has seen a lot of restructuring and M&A driving upside.  The beverage group 

has been under consolidation for years, and 2015 brought the $105B merger of Anheuser-Busch and SAB-Miller.  Another 

deal in packaged goods recently took place as JAB Holding bought Green Mountain Coffee (GMCR) for $13.9B and in 

October Snyder Lance (LNCE) acquired Diamond Foods (DMND).  In Q1 the major deal that kicked all of this off was the 

$40B purchase of Kraft by 3G Capital and Heinz.  For the most part these companies are not seeing a lot of volume 

growth, and need to utilize cost savings and operating efficiencies to drive higher profits.  The consumer staples sector 

does tend to underperform in rising rate environments, something to be aware of in 2016. 

There has been a lot of options positioning in this group for 2016 as well, notable bullish flow in POST, TSN, KO, DEO, 

KHC, MJN and HSY.  There has been bearish flow in WWAV, FLO, MDLZ, CPB, and CALM. 

Monster (MNST) is the preferred growth play as noted earlier in top longs for 2016. 

Constellation Brands (STZ) is having another strong year with shares +40%, and remains a best in class growth name 

that could also look to potential deals in 2016, such as selling Guinness.   

Dr. Pepper (DPS) was a consistent strong earnings reporter in 2015 and the $17.1B Co. now trading 20.9X Earnings, 

2.74X Sales with a 2.12% yield.  DPS shares are up nearly 30% in 2015, but as one of the smaller big players with a lot 

of successful and growing brands, it could attract a deal from an International beverage Company. 

Post Holdings (POST) is a favorite in the consumer goods group with recent large call spreads opened OTM, the March 

$70/$80 for 3,000 contracts and the June $75/$90 for 5,000 contracts.  POST may continue to hunt for deals such as Bob 

Evan’s packaged foods division and is a unique way to be invested in the space. 

Mead Johnson (MJN) is a laggard from 2015 with shares down more than 20% YTD, but is one of interest in 2016 as 

China changes its 1 child policy.  MJN has superior margins compared to many of the names in this group, and insider 

buying took place near the lows in Q3.  2016 is seen as a transition year for MJN, so the second half may be optimal 

entry for a name that should return to double digit sales growth in 2017. 

 



 

Personal, Cleaning Products and Toys:  This group in 2015 was mostly positive with the average of these 21 stocks 

gaining 6.7%.  The top performer was Reynolds (RAI) which announced a $27.4B merger with Lorillard in June.  Once 

again, this is not a sexy growth group, and have to be selective in finding value.  An average PE of 18.5X is rich for this 

group historically and entering a Fed tightening cycle, expect underperformance in 2016.   

Options activity has been fairly quiet in this group for 2016 positioning, Hasbro (HAS) notable put activity in January 2016 

options that have already gained large profits as the lift from Star Wars starts to fade, and its top competitor Mattel 

(MAT) attracted a new stake from JANA Partners in Q3.   

Church and Dwight (CHD) stands out when sorting the metrics in this group, an $11B maker of household, personal and 

specialty products that trades 23.85X Earnings and 38.1X FCF with a 1.6% yield.  CHD is among the top names for 

operating margins, has one of the stronger balance sheets, and posted better sales growth year/year.  CHD’s CEO is 

retiring at the end of 2015 and reportedly has been seeking acquisitions.   

Reynolds (RAI) is a clear leader of the group posting the highest sales and EPS growth in 2015, and at 19.1X Earnings 

and 3.45X Book with a 3.23% yield, remains an attractive name.  RAI should continue to see upward EPS revisions in 

2016 as the Lorillard deal is folded in.  RAI is the margin leader by a wide degree versus peers. 

 

Home Related:  Overall,  the home related products group had a strong 2015 as home sales and renovations remained a 

positive tailwind, of the 17 names listed the average return at +10.5%.  Two of the names in this group, Newell (NWL) 

and Jarden (JAH) recently announced a $13.1B merger.  AMWD is a $1.37B maker of kitchen cabinets and vanities that 

has seen shares jump more than 100% this year, a very strong growth name.   

Select Comfort (SCSS) is a $1.15B mattress maker that sticks out on valuation, trading just 14.2X Earnings, 0.87X Sales 

and 19X FCF with a debt-free balance sheet and 15%+ EPS growth.  SCSS is also a margin leader, though the industry is 

facing some new competition from names like Casper.  In Q3 SCSS posted 15.6% Y/Y revenue growth and crushed EPS 

estimates, strong momentum entering 2016.  

Helen of Troy (HELE) shares have climbed nearly 50% in 2015, the $2.74B maker of a variety of consumer products 

trades 15.8X Earnings, 1.79X Sales, and 13.5X FCF.  HELE has best in class operating margins above 11%, the only name 

among its closest peers with double digit sales growth year/year, and cheaper than peers on valuation.  In its Q2 report 

in October HELE posted 15.4% Y/Y sales growth and beat EPS estimates.  HELE is a great performer that sees limited 

coverage, a stealth leader. 



 

Packaging and Paper:  In 2015 the paper and packaging group was mostly weak with former leader International Paper 

(IP) down more than 25%, and of the 19 stocks below the average return was -6%.  With limited volume growth across 

most of the consumer markets there is limited upside for earnings/sales, and an important group to focus on the names 

with strong end-markets.  The strength in the US Dollar has weighed across the group as exports weaken, and container-

board prices have been weak.  AVY was the clear lead performer in 2015 as the market leader in pressure sensitive 

materials, and the segment has 40% exposure to growing emerging markets.  BLL is the notable options positioning play 

with more than 45,000 February 2016 $72.50 calls in open interest, as it will be integrating the $8.2B Rexam deal in 

2016. 

Aptar Group (ATR) leads the group with 13.6% operating margins and shares higher by more than 10% YTD.  The 

$4.55B Co. trades 22.4X Earnings, 1.92X Sales, 3.95X Book and yields a 1.54% dividend.  ATR is the market leader in a 

niche segment, dispensing solutions.  ATR is a margin expansion story in each of its segments and also targeting long 

term growth rates above 2014 and its 3 year averages.  ATR also has balance sheet flexibility to utilize M&A in 2016 for 

accretive earnings deals. 

Packaging Corp (PKG) is the value name of the group, the $6.3B Co. trading 13.35X Earnings, 3.89X Book and 1.09X 

Sales with a 3.38% yield.  PKG is near the top for operating margins, and at 7.7X EV/EBITDA is well below the 10.6X 

average.  PKG’s 1.5 debt/equity is the one concern, and its recent weak earnings report gives reason to remain on the 

sidelines until the pricing environment improves, but when its yield surpasses 4% it is a solid long term hold. 

 



Textile – Apparel:  It was a negative year for most of the apparel names in 2015 as retail sales faltered especially in the 

second half of the year with key Back to School and Holiday shopping seasons, and the unseasonably warm weather into 

yearend surely to weigh on Q4 results.  It is a group that draws a lot of short interest, notably FOSL, LULU and DECK 

each with more than 20% of their respective floats short.  The top performers from the group in 2015 were SKX, UA, NKE 

and FL, clearly a footwear and athletic focus.  Luxury and Accessories suffered some of the biggest losses with FOSL, 

KORS, KATE, RL and TIF all losing more than 25%.  The group should face easier comps in 2016, especially in 2H, so 

could be some values come mid-2016, and must watch for inventory levels to come own, as elevated inventories has 

caused some sharp sell-offs across the group recently.  Looking at inventory metrics “Days Inventory” and “Inventory %”, 

the best names are Steve Madden (SHOO), Nike (NKE), and Skechers (SKX), while the worst names are Tiffany’s (TIF), 

Deckers (DECK), Gildan (GIL) and Hanes (HBI). 

This is also a group that has seen plenty of options activity.  One of the highly shorted names, LULU, has seen more than 

20,000 January 2017 $65 calls accumulate in OI, and is a name with a lot of takeover speculation in recent weeks, a 

sensible target for UA or NKE.  COLM, UA, VFC, RL, and FOSL have seen some notable put activity, though mostly 

targeting Q1 of 2016. 

Nike (NKE) is the preferred large cap as noted earlier in the top longs for 2016. 

Carter’s (CRI) is one of the best names in the group, the $4.63B retailer of children’s clothes trades 17.15X Earnings, 

1.55X Sales, and 17.9X FCF and grew EPS more than 30% in 2015 with 15% forward growth targeted.  CRI has been one 

of the few names to be posting 5%+ Y/Y revenue growth the last two quarters, though in its latest report it did lower its 

outlook for next quarter. 

Columbia Sportswear (COLM) has a $3.16B market cap and was a top performing stocks in the first half, but have pulled 

back more than 35% from July highs.  COLM could face some pressures in Q1 when it reports due to the weather, but it 

is the most attractive value for growth name in the industry trading 16.8X Earnings, 1.37X Sales, and 2.25X Book with a 

1.5% yield and no debt.  COLM grew EPS 42.6% in 2014 and targets 12-15% forward growth.  COLM’s Sorel footwear 

brand has been a growth driver, and margin expansion opportunity near-term is limited, but the long term story remains 

firmly intact.   

 

 

 



Financials: 

Insurance:  In 2015 the Insurance group saw the importance of stock selection with a few outperformers, but overall a 

positive year with these 45 stocks averaging 8.5% gains, though most of the top winners were from M&A.  It is a group 

that is sensitive to interest rates and with the Fed entering a tightening cycle, one that can be expected to outperform.  

There were a few M&A deals this year, a carryover theme from 2014 seeing the reinsurance names attractive as buyout 

targets, and foreign buyers, notably Japan, bought a few American insurance names.  The large deal was in July when 

Ace (ACE) bought Chubb (CB) in a $28.3B deal.  Expect consolidation to remain a theme in 2016 for this group, one 

prospective buyer is Traveler’s (TRV) who could look at a deal for Hartford Financial (HIG). 

The rising interest rates will eventually have a positive long term impact, but not necessarily a slam dunk in the short 

term.  The life insurance group is very sensitive to many macro headwinds as well, and the current backdrop is not all 

that strong from equity market and FX pressures.  The group should be able to continue to effective return cash to 

shareholders in 2016 with many having very strong capital positions.  PRU and MET are considered two of the more rate 

sensitive names of the group.  AIG, one of the leaders in this group, is set for an interesting 2016 with the recent Carl 

Icahn stake as activist pressure picks up to break the company up.  Price/Book and ROE are two important metrics when 

choosing an insurance stock. 

In terms of notable options activity in this group, there are a few positions in top names.  AIG, on 12-11, with a buyer of 

21,570 January 2017 $60 calls at $6.15 that took open interest above 60,000 and on 11-17 the February $62.50 calls 

were bought 20,000X at $2.  PRU has seen a good amount of bullish activity position in January calls.  HIG with a buyer 

of 2,000 March $46 calls on 12-15 at $1.33.  PGR is an interesting one that as a 10,000 contract lot of February 2016 $30 

calls in OI.   

XL Group (XL) is a name that screens very well trading 1X Book with a ROE of 9.4%.  XL trades 11.2X Earnings with a 

2.1% yield and an $11.4B market cap.  XL has been active with M&A and also announced a $1B buyback.  XL is the 8th 

largest P&C reinsurer in the World and continues to acquire weaker players to grow its market.  XL acquired Catlin, a 

British insurer, for $4.1B earlier this year.  XL’s specialty businesses are growing and the improving mix is also going to 

boost margins.  XL is cheap to peers and has bought back 20% of its outstanding shares over the past four years.   

Marsh & McLennan (MMC) is a $29.4B insurance services and consulting firm trading 16.8X Earnings, 2.3X Sales, 4.77X 

Book, and 29.5X FCF with a 2.2% yield and shares are flat YTD.  MMC sticks out versus peers as a leader in ROA, ROE, 

ROIC and margins.  MMC has shown steady EPS and Sales growth each of the last five years.   

Prudential (PRU) will be a beneficiary of the rising rate environment and the $37.3B insurer trades cheap at 8.15X 

Earnings, 0.89X Book and yields 3.37%.  PRU is also stepping up its capital returns.  PRU shares have traded in the 

$72.5/$92.5 range for two years with the potential for a major trend move in 2016.   

Traveler’s (TRV) is one of the stronger insurance stocks up nearly 10% YTD, and the $34.4B Company trades 11.55X 

Earnings and 14X FCF.  TRV is a consistent standout on earnings each quarter, in Q3 revenues rose 2.6% year/year and 

it reported EPS 30% above Analyst expectations.  TRV is also open to M&A which can be a positive catalyst in 2016. 



 

 

 

Asset Management and Private Equity:  The asset management industry is underperforming in 2015, mostly due to recent 

events where credit/energy risk has caused sharp moves lower in these names.  The 23 names below have averaged a -

12.7% return in 2015.  Uncertainty and fear often lead to weak performance in this group due to outflow risk.  This group 

also faces competitive risks from financial-tech startups that are gaining a larger market presence and taking on a larger 

portion of investment funds.  Market Cap to AUM is another metric to look at when valuing this group and the monthly 

metrics showing AUM trends important to follow as is overall market trading activity metrics. 

The two weakest performers this year, Franklin (BEN) and Waddell and Reed (WDR), each have seen large put option 

positioning for 2016 due to exposure to high income funds.  On the other side of the spectrum, Lazard (LAZ) has 

outperformed and seen unusual accumulation of 8,000 June 2016 $47 calls in open interest, which is interesting after 

seeing a few deals in the space the past year like Sterne Agee / CRT and Evercore / ISI.   

SEI Investments Co (SEIC) is clearly doing something right, shares gaining more than 30% YTD, far exceeding its peers.  

The $8.56B Co. trades 23.1X Earnings, 33X FCF and 6.6X Book with a 0.92% yield, premium valuation, but one of the few 

double digit EPS growers in the industry.  SEIC is enhancing its technology platforms, operational capacity and investment 

products.  SEIC’s SWP, its new wealth platform product, is gaining traction and is a growth driver.   

Raymond James (RJF) is an attractive value for growth name in this industry, the $8.3B Company trades 13X Earnings, 

1.84X Book and 11.5X FCF.  In December RJF acquired the US Private Client Service’s unit of Deutsche Asset & Wealth 

Management.  In November it released October metrics showing AUM of $503.7B, increasing 5% Y/Y and M/M.  RJF is a 

unique mid-sized player with a national footprint with its multiplatform offering.   



 

Banks:  Banks have seen mixed results through 2015 with the average return of the 29 below +2.4%.  JP Morgan was 

the top performer of the “big banks” and continues to be the best operator in the industry, while Morgan Stanley (MS) 

one of the weakest names and deservedly so after posting some very poor quarters.  A few of these names have recently 

seen weakness due to concerns on energy lending exposure, namely the Texas banks.  Regional Banks are expected to 

be the top beneficiary of a rising rate trajectory. 

Looking over the names in terms of notable options activity, a few names do stick out.  PACW has 5,500 March 2016 $45 

calls in open interest from unusual buys in early December, and CMA with a buyer of 63,715 April $50 calls at $2.35 on 

12-2 that also sold 15,000 of the $40 puts.  CMA is a name that BAML mentioned a few months ago as a potential 

takeover target.  SBNY, a top performer in 2015, has 2,200 September $150 calls in open interest from unusual buys.   

Western Alliance Bancorp (WAL) stands out versus peers and shares have gained 30% YTD.  The $3.76B Arizona, 

California, and Nevada bank trades 15.8X Earnings, 21X FCF and 2.45X Book.  WAL is near the top for ROE and strong in 

terms of both revenue and EPS growth.  WAL is seeing growth in all key metrics such a net interest margins, loans, and 

deposits.   

JP Morgan (JPM) remains the best of breed among the large banks, though litigation charges remain an overhang.  JPM 

continues to grow its loan book and is a diverse player trading just 1.1X Earnings with a 2.66% yield. 

If Energy were to stabilize, Texas Capital (TCBI) is one of the more compelling small cap names in the industry.   



 

 

 

Credit Cards, Exchanges, Payment Processors and Brokers:  This is a diverse group of 27 stocks, average return YTD 

+20%.  The payment processors (TSS, HPY, VNTV, EEFT, and GPN) were the clear standouts, reporting very strong 

earnings the past few quarters and seeing secular shift tailwinds in the payments space.  GPN announced a $4.3B deal for 

HPY on 12-15, so M&A also came into the group.  The credit cards space was bifurcated, weak performance from 

Discover (DFS), Capital One (COF), and American Express (AXP) while MasterCard (MA) and Visa (V) remained leaders.  

The online brokers performed well with Interactive (IBKR), E-Trade (ETFC) and Schwab (SCHW) winners and also seen as 

a group that prefers a rising rate environment.  The exchanges, CME Group (CME), Intercontinental (ICE), CBOE Holding 

(CBOE) and Nasdaq (NDAQ) are positioned well into 2016 with rising rates and the likelihood of increased volatility. 

On the options front a name that really stands out is PayPal (PYPL), the spin-off from eBay that is seeing strong 

payments and merchant services growth is right in the middle of strong Tech trends, and competitive products have not 

been able to dent its market leadership position.  PYPL had a buyer of 6,000 January 2017 $40 calls on 10-29 at $3.95. 

Total Systems (TSS) is the preferred play among the payment processors, the $10.26B Co. up 65% YTD trading 20.85X 

Earnings, 3.8X Sales, and 29.1X FCF and stands out versus peers on margins, balance sheet, and operating efficiency.  

TSS has trounced Analyst EPS estimates the last two quarters and posted 15% Y/Y revenue growth.   

ICE is my preferred name in the exchanges as highlighted in the top longs for 2016.  SYF becomes an interesting capital 

return story, and MA/V remains the top credit card names with COF, DFS, and AXP laggards. 



 

 

Healthcare: 

Biotech:  Biotech was one of the strongest performers in 2015 with this group of 34 stocks on average up 36.6%.  The 

second half of the year was much tougher for many of the names as the rising prices of drugs came under scrutiny, and 

surely will see a lot of attention in 2016 being an election year.  The orphan disease plays ALXN, BMRN, and VRTX remain 

more sheltered from pricing pressures.  Biosimilars are a hot trend as we enter 2016 with the global market valued at 

over $180B with annual 9% growth.   

It is an exciting period for Biotech especially in cancer where immunotherapy took center stage.  Many of the smaller cap 

names have traded to heightened valuations, but M&A is very active with the large cap players having a ton of cash and 

willing to pay up for promising drugs, the scarcity premium, and that situation remains as we enter 2016.  The 7 large 

cap Biotech companies have $75B in cash, though $50B of that is trapped overseas.  Deals in 2015 included: 

Deal Date Acquired Co. Acquirer Deal Size Premium 

6-Nov ZS Pharma (ZSPH) AstraZeneca (AZN) $2.7B 40% 

2-Nov Dyax (DYAX) Shire (SHPG) $5.9B 27% 

14-Jul Receptos (RCPT) Celgene (CELG) $7.2B 15% 

17-Jun Kythera Bio (KYTH) Allergan (AGN) $2.1B 25% 

6-May Synageva (GEVA) Alexion (ALXN)  $8.4B 135% 

30-Mar Auspex Pharma (ASPX) Teva Pharma (TEVA) $3.2B 29.70% 

16-Mar Salix Pharma (SLXP) Valeant (VRX) $15.8B 15% 

5-Mar Pharmacyclics (PCYC) AbbVie (ABBV) $21B 40% 

5-Feb Hospira (HSP) Pfizer (PFE) $17B 40% 

12-Jan NPS Pharma (NPSP) Shire (SHPG) $5.2B 51% 

 

Biotech stocks always carry “event risk” as new drug data is released and drugs are pending approval with the FDA.  The 

group continues to benefit from the new Healthcare laws as more people receive coverage, and it’s a fairly recession 

proof industry as the demand side of the equation is always rising as new treatments are released, important to position 

in the names that are gaining market share in respective disease treatment groups.  The key launch anticipations in 2016 

are the PCSK9 inhibitors for cholesterol lowering with Regeneron’s (REGN) Praluent and Amgen’s (AMGN) Repatha, both 

set to be major growth drivers through 2020.  Another key launch in 2016 will be ALXN with both Strensiq for 

hypophosphatasia and Kanuma for lysosomal acid lipase deficiency.   



Biotech is often hard to evaluate with traditional metrics and is more a story of catalysts, pipeline potential, and 

sales/market share trends.  One trend I see is looking at Inventory %, the names with 7.5% or higher were laggards.  

The large cap Biotech group is one much easier to value as there are real earnings and a lot less risk with more baskets 

for all the eggs, while small cap names tend to have a deeper reliance on just a couple key drugs and are focused in one 

area.  The large cap group includes GILD, AMGN, CELG, BIIB, REGN, VRTX, ALXN, and BXLT.  GILD is the clear value play 

at just 8.6X Earnings and 9X FCF and has a lot of cash to put to work, many expecting them to make a large acquisition, 

potentially VRTX.  CELG, with an $88B market cap, remains attractive at < 20X Earnings with 20% EPS growth, hard to 

find that kind of growth for a Company its size, though also the most levered of the names.  On 12-2 CELG had a buyer 

of 3,000 April $120 calls at $5.65. It’s hard to go wrong with the large cap Biotech names, offering sales and EPS growth 

that is unmatched across other industries and all of the names other than BIIB remain in strong 5 year uptrends.  REGN 

is the strongest of the names on a technical analysis view.  ALXN is a favorite large cap as noted in the top longs for 2016 

section. 

Another method in 2015 was tracking the portfolio of the Baker Brothers Advisors LP who seem to have a great hold on 

Biotech and were large holders in numerous acquisition names and top performers.  As of Q3, top holdings were INCY, 

SGEN, ALXN, ACAD, ANAC, and BMRN.   

In terms of options positioning two of the year’s top performers stick out.  ANAC shares are +235% YTD and on 11/9 the 

May $150/$190 ratio call spread opened 1,000X2,000 at a $2.50 debit, also has 1,000 Feb. $140/$200 call spreads with 

the $115 puts short from a 8-26 trade.  SRPT shares are +145% YTD and on 12-8 a buyer of 2,000 February $46 calls at 

$5.40, and 5,000 February $30/$40 call spreads bought at $3.70 on 11-18.  On 11-20 a trader sold 1,000 March $31 puts 

to buy 1,000 March $27/$43 call spreads, and another trader bought 1,000 March $30/$43 call spreads.  SRPT also with a 

buyer of 1,000 May $50 calls at $6.80 to $7 on 12-18.  Biogen (BIIB), on 9-15, with a buyer of 3,000 June 2016 $350 

calls $26.10, rolled out from January.  Clovis Oncology (CLVS) on 12-15 with 3,500 January $35 calls bought at $2.10 to 

$2.20 and a name Kyle Bass and Goldman Sachs have each called a top M&A target.  On 12-28 a trader bought 5,000 

Celgene (CELG) July $95 OTM puts at $3 to $3.10.  ON 12-30 Medivation (MDVN) saw very suspicious buying in June 

2016 $55 and $60 calls, a name that makes a lot of sense as a takeover target. 

In the large cap names for 2016 I like Vertex Pharma (VRTX), shares currently near flat on the year have lagged peers, 

but its pipeline is really starting to kick in as Orkambi sales ramp and Kalydeco remains strong, a top player in the cystic 

fibrosis market that can make a real attractive takeover target for a large Biotech looking to move into that coveted 

space.  2015 was a transition year for the Company and although AstraZeneca (AZN) just bought a majority stake in 

VRTX’s top CF competitor Galapagos (GLPG), VRTX remains the leader.  In its Q3 report in October VRTX posted 73% 

revenue growth year/year, a strong ORKAMBI showing with 31% growth and raised KALYDECO revenue guidance.  

VRTX’s main risk into 2016, like many Biotech stocks, is product pricing and reimbursement issues.  Phase 3 data from 

VX-661/Kalydeco is expected next year and can drive multiple expansion.  VRTX’s Orkambi which recently launched has a 

long runway with estimated peak sales of $5.6B. 

Anacor Pharma (ANAC) is the mid-cap name I would stick with in 2016, shares showing continual relative strength and 

currently forming a large coiled flag while short interest that started 2015 above 20% has fallen to 8%.  ANAC is a player 

in the dermatology space and its Crisaboroloe is a very promising drug while Kerydin momentum continues with a long 

way to go until it reaches peak sales.  ANAC will file a NDA in 1H16 for Crisaborole Topical Ointment and could be the 

first-in-class treatment option for patients with atopic dermatitis, which impacts 18-25 million people in the US.   

ITCI, PTLA, RARE, HALO and OPHT are top gainers from 2015 among the small cap names that have momentum and 

clearly among the top M&A targets in 2016. 



 

 

 

Pharma, Drug Manufactures and Generic:  It was a mixed year for the Pharma and Drug stocks in 2015 with these 33 

stocks averaging +23.2%, but skewed by the 525% gains in Biosimilar leader Eagle Pharma (EGRX).  Many of the weaker 

performers were the specialty Pharma names that came under drug pricing scrutiny, Valeant (VRX), Mallinckrodt (MNK), 

and Endo (ENDP), though the names have stabilized the last few weeks.  M&A was a major theme especially with the 

October announcement of the Pfizer/Allergan $160B mega-deal.  The US Major Pharma stocks have outperformed led by 

Eli Lilly (LLY) which has seen positive drug read-outs, and BMY/MRK with positive development in cancer 

immunotherapies.  AbbVie (ABBV) was a laggard in 2015, shares -11% YTD, and faces ongoing competition while also 

being a crowded hedge fund name and concerns on the longevity of Humira which accounts for 62% of revenues.  

Increased pipeline expectations has driven the US Major Pharma PE to 19X FY16 Earnings from just 9.6X in 2012.  A 

major event in Q4 2016 will be LLY’s readout from solanezumab for Alzheimer’s diseases.  Q3 2016 will bring data for 

Opdivo (BMY) and Keytruda (MRK) monotherapy in first-line lung cancer.  Up for approval include ixekizumab for Psoriasis 

from Eli Lilly (LLY), venetoclax in patients with relapsed/refractory chronic lymphocytic leukemia from Roche, and 

barictinib for rheumatoid arthritis from Incyte (INCY) and Lilly (LLY).   

In terms of options activity this group tends to see a lot of action.  HZNP was a top gainer +65% despite being looped in 

with the VRX concerns in Q4 and on 12-3 a buyer of 2,000 February $23 calls $2.40 to $2.50, and 1,500 February $23 

calls at $2.20 on 12-16.  MDCO on 9-18 with a buyer of 5,000 April 2016 $45/$60 call spreads at $4.10 is the other name 

that stands out.   

United Therapeutics (UTHR) is the non-major name of this group that remains attractive versus peers.  UTHR has a $7.1B 

market cap and trades 12.5X Earnings, 16.6X FCF and 6X EV/EBITA with no debt.  UTHR shares have gained nearly 20% 

YTD and the longer term uptrend intact.  The recently launched Orenitram is off to a good start and will drive a new 

phase of growth for UTHR that can lead to multiple expansion, while it is also a solid takeover candidate in 2016. 



Lastly, Novo Nordisk (NVO), the $116.25B Denmark based Pharma, screens well versus peers trading 25X Earnings, 44.8X 

FCF and a leader in margins, ROA, and ROE.  NVO is a leader in Diabetes care, and the trajectory for that need continues 

to rise, especially in the US.  NVO remains firmly above its long term uptrend support and weekly cloud support. 

 

 

 

Managed Care, Hospitals, Services and Labs/Testing:  This diverse group of Healthcare related names had a mixed 2015, 

for the 33 stocks below the average return was +7.2%.  The hospital stocks (HCA, CYH, THC, and UHS) sold off sharply 

in Q4 and had poor years as the tailwinds from the ACA faded and started to see profit warnings across the group.  The 

managed care group (CI, HNT, CNC, AET, HUM, UNH, MOH, ANTM, MGLN) have strongly outperformed the broader 

market in 2015 and M&A was a major theme, though the deals are still awaiting regulatory approval including 

Cigna/Anthem $54.2B merger, Humana/Aetna $37B merger, and Centene/Health Net $6.8B merger.  In March United 

Health (UNH) agreed to a $12.8B deal for Catamaran (CTRX) as well.  Current odds favor a Democratic election victory, 

but if that were to change it would be a group to watch for weakness as the Republican Party wants to repeal ACA.  The 

top performing names like AHS, CHE, ADPT, AMSG, and SCAI are all specialized health care services names that are also 

benefitting from the increased amount of healthcare coverage.  The pricing outlooks across the entire group sub-sectors 

remains positive into 2016. 

Aetna (AET) is really the only names that stands out as having large options positioning for 2016 with more than 18,500 

April 2016 $100 calls in open interest from large buy accumulation. 

In the managed care name, United Health (UNH) remains a leader and stands out among peers with strong earnings 

reports throughout the year, but Centene (CNC) is my preferred name as it trades relatively in-line with peers with 

stronger efficiency ratios and offering best of class growth.  The $7.7B Company is merging with another strong player in 

Health Net (HNT) and trades 19.35X Earnings, 0.36X Sales, and 12.2X FCF with 55% EPS growth in 2014 and expected to 

remain above 15% forward 3-5 years.  CNC may earnings > $5/share EPS in 2017 and on a margin expansion trajectory, 

so shares are trading at a very reasonable valuation for well above-average growth prospects. 



Among the more specialized plays I favor MEDNAX (MD), a $6.7B provider of neonatal care services trading 15.8X 

Earnings, 2.5X Sales, and 2.84X Book with double digit EPS growth.  MD is also a margin leader in the group.  MD also 

has a clean balance sheet and room for cash deployment and is a strong cash flow generator.   

 

 

 

Medical Devices, Equipment, and Supplies:  Overall it was a very strong year for this group, these 44 stocks with an 

average gain of 15.6% YTD, a trend of the smaller specialty growth names outperforming the large caps.  Despite the 

strong performance in 2016 the group trades in-line with average valuations compared to the S&P since the Financial 

Crisis.  The group remains attractive as an area of multiple expansion after years of sub-average revenue growth, starting 

to see an acceleration of growth, much of which was driven by M&A from 2014.  Edward’s Life Sciences (EW) was a 

strong gainer in 2015, a leader in cardiovascular tech, and a rare combination of being a larger cap name that generates 

way above-average growth, a long-time favorite as a best of breed name in Med-Tech.  New proposed tax legislation 

includes a two year suspension of the medical device excise tax beginning in 2016, favorable for this industry group 

moving forward.  MDT is the favorite large cap as noted earlier in the top longs for 2016. 

Hologic (HOLX) is another favorite of the larger companies, a $10.9B market cap trading 19X Earnings, 4X Sales and 

15.7X FCF.  HOLX is a leader in medical diagnostic systems for women and its Breast, GYN, and Skeletal segments have 

each shown strong growth with momentum into 2016.  HOLX has made a major turnaround and is in the early innings of 

a multi-year growth story.  HOLX has beaten estimates every quarter since CEO MacMillan took over and turned around 

the company and is seeing margin expansion as its share of the mammography market climbs to 60%, a dominant 

position.  With 76% of revenues currently coming from the US, there is a lot of room to grow internationally.    

This group is full of exciting smaller cap growth names that are posting excellent earnings and generally focused on niche 

areas, attractive M&A targets.  This group includes ABIOMED (ABMD) for Heart, Nevro (NVRO) for Neuro, DexCom 

(DXCM) for Diabetes, Masimo (MASI), Cantel Medical (CMN) for infection prevention, Integra (IART) for implantable 

devices, Natus Medical (BABY) for newborn care, and ICU Medical (ICUI) for infusion therapy. 

Masimo (MASI) is the small cap name that stands out when following the group’s earnings calls.  The $2.08B maker of 

monitoring technologies trades 24.75X Earnings, 3.34X Sales and posted 27.5% EPS growth in 2015.  MASI should be a 



top beneficiary of the removal of the medical device excise tax.  MASI has seen strong growth/adoption of its Rainbow 

Pulse CO-Oximetry monitoring technology system.   

Overall there are a lot of good looking names in this sub-group, one I expect to outperform in 2016. 

 

 

 

 

 

 

 

 



Industrials: 

Aerospace/Defense:  The Aerospace/Defense group has been a tale of two tapes in 2015, a few very strong names and a 

few very weak names, on average these 23 stocks with an average return YTD of just +1.2%.  Overall the large cap 

defense players had strong years and remain a group in focus into 2016 elections and the emphasis of the “War on ISIS”.  

Raytheon (RTN) has been one of the most impressive price-action names as well a strong earnings reports, while 

Northrop Grumman (NOC) also a top performer and recently won a massive bomber contract.  Honeywell’s (HON) CEO 

recently states the Company has $30B in “dry-powder” for M&A, and General Electric (GE) is also reportedly interested in 

Aerospace acquisitions, potential targets include Woodward (WWD), Rockwell Collins (COL), and Hexcel (HXL).  As of the 

latest quarter, reports from this group showed that Commercial Air and Defense Info Tech Systems were areas of growth.  

Harris (HRS) has been an impressive name in 2015 and set to continue to benefit from growth in defense electronics, a 

quality play.  In the Aerospace group, comments from Delta’s CEO in October on a bubble in excess jets briefly rocked 

the group, but the stocks have quickly recovered and jet orders remain strong to this point.   

In terms of 2016 options activity positioning, not a lot of large positions, on 12-18 a trader bought 2,500 Textron (TXT) 

March 2016 $38 puts to open at $1.15.  On 11-13 United (UTX) with a large opening trade of 7,500 May $100/$95 long 

strangles at $8.35.   

TransDigm (TDG) is a name that always seems to shine on earnings, posting much stronger revenue growth than peers.  

The $11.8B provider of aircraft components trades 18.5X Earnings, 4.35X Sales and 25.5X FCF with double digit EPS 

growth.  TDG was a bit more cautious on its 2016 outlook back in November when it posted 26% Y/Y revenue growth, 

but still sees growth across all business segments.  TDG has strong margins, cash flows and high barriers to entry while 

also a history of making strong strategic acquisitions.   

Rockwell Collins (COL) is another mid-cap of interest, the $11.59B with Commercial Systems, Information Management, 

and Government Systems as business segments trades cheap to peers at 15X Earnings, 2.2X Sales and 32.4X FCF with a 

1.5% dividend yield and double digit EPS growth while having superior ROA, ROE, and operating margins.  Management 

has been moving its focus to faster growth areas as business aviation has weighed on its outlook.  COL has a strong 

history of bolt-on acquisitions and is also an improving margin story. 

Hexcel (HXL) is the smaller cap preferred name in this group, the $4.3B maker of structural materials for the commercial 

aerospace industry trades 17.7X Earnings, 2.29X Sales and 3.63X Book with double digit EPS growth.  HXL’s 

Space/Defense and Industrial segments have weighed on the last two quarters, but shares remain in a strong long term 

uptrend.  HXL has the highest ROA of the entire group, top margins, and less debt than peers.  HXL targets 15% EPS 

growth for 2014-2020, so will remain a growth leader in the group as long as it can hit anywhere near its plan.   

 



Industrial Machinery and Equipment:  For the most part 2015 was a rough year for the Industrial Machinery stocks, these 

42 stocks averaged a -10% return as main end-markets like Energy, Mining, and Agricultural all came under pressure.  

Leaders in these areas like CAT and DE have continued to see large put buying and traders rolling down and out into 

2016 expecting more downside as earnings estimates continue to slide.  Lennox (LII) was one big winner in 2015, its 

focus on the hot HVAC market has allowed it to post consistently strong results.  AO Smith (AOS) was another big winner 

with shares +35% YTD and benefitting from new regulations with water heaters.  Both of those names are somewhat 

related to housing, so when breaking down these sub-sectors in industrials, focusing on the strength of their end-markets 

is vital for stock selection.  Many of the names have multiple business segments and the quarterly earnings reports are 

very important to look at the breakdowns of what areas of business are strong, and you can then target companies with 

larger exposure to those end-markets. 

John Bean Tech (JBT) is a great example, the small cap $1.38B Industrial has exposure to the food service equipment 

industry, an area of strength showing up all year across multiple industrial earnings reports and commentary.  JBT is 

trading 22.25X Earnings, 1.32X Sales and 45.6X FCF and is seeing multiples expand as it enters a growth phase.  In its 

latest quarter JBT posted 12.4% year/year revenue growth, and it has also been active with small acquisitions.  JBT gets 

70% of revenues from FoodTech and 30% from AeroTech.  JBT Systems sterilizes more than 50% of the world’s shelf-

stable canned foods, freezes more than 50% of the world’s frozen foods, squeezes more than 75% of the world’s citrus 

juices and processes more than 60% of all coated and cooked protein products in North America.  In AeroTech JBT loads 

70% of the world’s overnight express packages and boards 75% of air travelers in US airports.   

If looking for a larger play in the food equipment space, Middleby (MIDD) has a $6.13B market cap and has the best 

growth characteristics in this sub-sector. 

OSI Systems (OSIS) is another specialized small cap, the $1.78B Company may come into focus in 2016 with terrorism 

fears as it makes security technologies for cargo and vehicle inspection as well as airport screening.  On 11-18 OSIS had 

an unusual buyer of 1,250 each of the April 2016 $105 and $110 calls. 

Roper Technologies (ROP) is a large cap in this space that outperformed in 2015, the margin leader, and the $18.5B 

Company trades 24.65X Earnings, 5.15X Sales and 23.4X FCF with double digit EPS growth.  ROP has seen both revenues 

and margins move upwards since 2010.  ROP’s success is due to the end-markets it serves, the largest being Medical with 

software, services and products and the second being RF Technology for electronic rolling, SaaS Solutions, and RF 

Products.  ROP deployed more than $1.7B in 2015 to niche acquisitions.   

Danaher (DHR) is the quality mega-cap of the group with a $62.5B market cap, focused on Life Sciences and Diagnostics.  

In 2015 DHR completed its transformative acquisition of Pall Corp (PLL) and continues to boost margins, while planning 

on splitting the Company in 2016 into Science/Tech and Industrial.     

Xylem (XYL) is a mid-cap name with shares down < 5% YTD, a name of interest due to its niche focus of the global 

water challenges.  XYL trades 17.8X Earnings, 3.17X Book and 31.7X FCF with a  1.56% yield, a bit rich for delivering < 

10% EPS growth, but a name that makes for a nice acquisition target.  XYL has significant runway for margin expansion 

and targets 8-12% organic growth and high teens EPS growth through 2020. 

Emerson Electric (EMR) drew notable options action on 12-30 as 24,000 February $50 calls were bought to open at $0.90 

to $0.98. 



 

 

 

Building Materials, Contractors and Tools:  This diversified group of 37 stocks features a bunch of 2015 top gainers as 

well as top losers, 11 stocks with 20%+ YTD returns and 8 stocks with -23% or worse YTD returns.  The top performer of 

the group was Dycom (DY), which has been posting impressive numbers as it has strong demand from the telecom 

industry, a beneficiary of 1Gbps spending to enhance networks for higher bandwidth speeds.  It remains a top pick for 

2016.  Comfort Systems (FIX) was another top gainer in 2015, and was a small cap discovery early in 2015 as a play on 

the strength seen in HVAC, providing repair services, another quality small cap in this group.  Vulcan (VMC) and Martin 

Marietta (MLM) have strong momentum that last few quarters as the top building material suppliers, and should see 

tailwinds from the highway spending bill that passed in late 2015.  Snap-On (SNA) is a high quality name as highlighted 

earlier in the 2016 top longs section.  

RBC Bearings (ROLL) is a small cap pick for this group, the $1.5B Company trades 18X Earnings, 2.58X Book and 31X FCF 

with revenue growth accelerating in recent quarters and best in class margins.  ROLL’s Sargent acquisition is also on track 

to boost results in 2016.  The acquisition improves mix with a stronger focus on the better end-markets in Aerospace. 

Toro Corp (TTC) is the last name I will feature, the $4B maker of professional turf and landscape equipment products 

trades 16.5X Earnings, 1.68X Sales, and 32.1X FCF with best in-class growth and a 1.64% yield.  TTC did recently lower 

its outlook for 2016, but posted 16.1% year/year revenue growth.  TTC’s top-line growth, margin expansion ability, and 

strong balance sheet make it a strong name to consider for 2016.  TTC is seeing strong growth in both Professional and 

Residential markets and has 71% US exposure.  TTC may see some weakness early in 2015 from its Snow & Ice Mgmt. 

products with the warm weather.   



 

 

 

Homebuilders, Waste Mgmt. and Other:  In 2015 there was clear outperformance from the Waste Mgmt. group with WCN 

and RSG notable outperformers, while DHI and LEN were the top homebuilder plays.  The homebuilder names are often 

best to focus on the geographical presence where growth in sales/pricing exists.  As we enter a rising rate environment 

we may start to see homebuilders suffer, a group that has long been a favorite of shorts.  DR Horton (DHI) stands out as 

not only the top performing builder in 2015, but has also seen nearly 20,000 January 2017 $30 calls accumulate in open 

interest.  Overall, I do not see a lot of compelling investments in this group but Waste Connections (WCN) as the smaller 

waste management player may attract some M&A interest, though could face regulatory hurdles without a lot of players 

in the industry. 



 

Consumer Services: 

Retail and Apparel Stores:  The Retail industry struggled in 2015 with the 55 stocks below averaging -10% YTD, and the 

lower gasoline costs did not translate into higher sales.  Many of the names continue to fall prey to Amazon.com (AMZN) 

which saw shares gain more than 110% in 2015.  There were a few more specialized retailers that were able to excel in a 

tough environment in 2015, and I would expect with trends to online shopping accelerating, that the picture in 2016 will 

be very similar.  Home Depot (HD) and Lowe’s (LOW), the home improvement stocks, both were strong in 2015 and 

posted solid same store sales growth, benefitting from the strength in the renovation trend.  O’Reilly Auto (ORLY) and 

Auto-Zone (AZO) were two of the top 5 performers on the year, each seeing strong sales as a result of the average age 

of vehicles on the road and record high miles driven.  Costco (COST) also continues to be fairly Amazon-proof, though is 

coming off a disappointing quarter due to F/X and gasoline sales.  Limited Brands (LB) remained one of the best 

traditional retail plays, shares climbing more than 15% in 2015, a long history of being a best of breed name.  When 

evaluating investments in the retail space, same store sales growth is always the most important metric, and also want to 

look into names with square footage growth opportunities.  On the M&A front, recent speculation has surrounded 

Advanced Auto (AAP) as exploring a sale, and Cabela’s (CAB) has confirmed it is exploring a possible sale.  There is a lot 

of short interest in the group with more than 15% of the float short in BIG, ASNA, DDS, PLCE, CAB, FIVE, AEO, GES, RH, 

BKE, ANF, GME and SHLD.  In 2015 the larger, quality retailers were preferred as well as the lower leverage names. 

In terms of options activity, back on 11-30 there were notable large put sales in January 2017 options for the large 

department store stocks Wal-Mart (WMT), Target (TGT), and Kohl’s (KSS) expecting limited downside. 

Tractor Supply Co. (TSCO) is one of the high quality names in this group, posting 11% sales growth and 15%+ EPS 

growth.  The $11.5B Company trades 23.95X Earnings, 1.87X Sales and 8.7X Book.  In Q3 TSCO posted 2.9% same store 

sales growth with strength in its pet and animal categories.  TSCO currently has 1,438 stores of its 2,500 long term 

target, so plenty of room for expansion and stands out versus peers for consistent traffic growth.   

O’Reilly Auto (ORLY) is another best in class name, the $24.8B auto parts Co. trading 24.2X Earnings, 3.2X Sales and 

28.8X FCF with 15-20% EPS growth.  ORLY screens superior to peers across most metrics, a high margin name with 

strong ROA/ROE and seeing upward EPS estimate revisions.  In Q3 ORLY posted +7.9% same store comps and continues 

to blow away peers on that metric.  ORLY as a loyal customer base and has plenty of tailwinds from the auto cycle.   

ULTA, COST, LOW, and CRI are the other quality names with favorable fundamentals into 2016. 



 

 

 

 

 



Media, Advertising and Entertainment:  The year 2015 was a tough one for many of the top media stocks as cord cutting 

fears were finally realized as Disney (DIS) started to see subscriber losses and Time Warner (TWX) warned on FY16 

earnings.  M&A in this group has long been expected but has yet to come to fruition and price-action has been weak most 

of the year.  Netflix (NFLX), Amazon (AMZN), Google (GOOG), and Hulu have all been major factors in changing the way 

millennials consumer content, leaving many of the traditional names struggling to keep up.  AMCX was a top performing 

network in 2015 with shares +20%, but has seen short interest surge 300% in the past quarter. 

Options activity has been very active across this space.  Time Warner (TWX), the owner of HBO, has a 10,000 contract 

April $75/$90 call spread with the $62.50 puts short in open interest, and on 12-17 the January 2017 $72.5/$60 bull risk 

reversal opened 10,000X at a net credit.  Starz (STZRA) is seen as a likely takeover target with Lions Gate (LGF) a 

possible buyer, and has seen large accumulation in April $38 calls, while also 3,500 April $34 puts were sold to open to 

buy the $42/$50 call spread.  Comcast (CMCSA) on 12-14 with a buyer of 5,000 March $60 calls at $1.60 and 5,000 April 

$62.50 calls at $1.10.  Charter Communications (CHTR) on 7-23 with 7,500 April $150 puts sold to buy 7,500 April 

$200/$240 call spreads, and on 6-8 an opening trade for 30,500 January 2017 $210/$150 bull risk reversals at a net 

$1.80 credit. 

Comcast (CMCSA) with a $138.5B market cap trades 15.3X Earnings, 1.89X Sales and 20.75X FCF with double digit EPS 

growth and a 1.77% yield.  CMCSA is more shielded from cord cutting fears due to its diverse business segments 

including theme parks and Universal Studios.  CMCSA is the best in class cable operator and its X1 platform drove 

CMCSA” best Q3 net adds for HSD and Video in nine years.  CMCSA also has a very strong balance sheet and is less 

leveraged than peers.  Disney (DIS), much like Comcast, also offer a diverse group of revenue streams and is better 

protected from cord cutting concerns.   

TEGNA (TGNA) is one of the more attractively valued names in the entire market, the $5.6B Co. trades 11.3X Earnings, 

1.37X Sales, 2.67X Book and 13.65X FCF with a 2.2% dividend and strong sales/EPS growth.  TGNA should see strength 

from record breaking political and Olympic ad spending in 2016.  TGNA targets 25-30% retransmission revenue growth in 

2016.  TGNA also owns key online brands like Cars.com and Career-Builder.   

 

Transports (Airlines, Rail, Trucking, and Shipping):  It was an ugly year for the Transports sector and the 37 stocks below 

fell on average 11% YTD.  Despite the lower oil prices that reduce costs for many of these names, it was not enough to 

offset the lack of growth, and often a lead indicator that the economy is slowing.  In the rail space the stocks saw 

weakness across Oil, Chemical, Agricultural and Coal while Auto and Intermodal were areas of strength.  Canadian Pacific 

(CP) recently offered $28B to buy Norfolk Southern (NSC) in the rail space, and the stocks have started to find some 

footing since that news.  The trucking stocks have also suffered and have seen a few earnings warnings in recent weeks 

with demand concerns in both North America and China.  The one area of strength in the group was the Airline stocks, 

specifically the regional carriers, a group that has long been cheap on valuation and is benefitting from lower oil costs as 

well as extra fee charges, turning the group into earnings power leaders.  The other concern with this group are the 

balance sheets tend to carry a lot of debt.  BAML’s Truckload Diffusion Indicator 3 month freight outlook for the week of 

12-24-15 showed freight demand down 28% year/year, and the indicator at the lowest level in 3 years.  Without any 

near-term improvement in rates and with volumes remaining thin, it remains a group to avoid at least through the first 

half of 2016.  The logistics companies also face declining volumes due to Amazon moving distribution more in-house.   



Old Dominion Freight Line (ODFL), a $5B LTL carrier, is the name I consider best of the trucking group if really wanting 

exposure to that space.  ODFL trades 14.7X Earnings, 3X Book and posted double digit EPS and Sales Growth in 2015.  In 

November ODFL announced a 4.9% rate increase and its October/November LTL Tons per Day grew year/year.  ODFL 

also has the most balance sheet flexibility and impressive ROA and Operating Margins to peers.   

In the rail group, Canadian National (CNI), is the favorite play.  CNI has a $44.9B market cap and trades 16.75X Earnings 

and 4.2X Book with a 1.65% dividend yield.  In tracking the quarterly earnings reports CNI always proved itself to be the 

bet operator and was able to show strength in Auto, Forest, Chemicals and Intermodal while having the best in class 

operating ratio.  CNI is also a margin leader and better than peers across nearly every efficiency metric while having the 

lowest long term Debt/Equity ratio. 

Airlines were a bright spot in 2015 and should continue to see strong returns in 2016 as cost cuts, consolidation, and fee 

hikes have put the entire industry in its best financial shape in many years.  RASM (Revenue Per Available Seat Mile) has 

grown steadily the past 5 years and that trend is always worth monitoring.  The group dipped in June on over-capacity 

worries that could start price-wars and impact profits.  As we near the end of the year, these concerns have been shaken 

off, though have to be paid attention to as years of capacity discipline has helped the group outperform.  I would not rule 

out further consolidation in the industry in 2016. 

Alaska Air (ALK) is the best in class play, the $10.35B Company trades cheap at 11.6X Earnings, 1.87X Sales and 22X FCF 

while posting 23.5% EPS growth in 2014.  ALK also has the healthiest balance sheet versus peers and is the best operator 

with best in class margins.  ALK has cost advantages and is delivering accretive capacity growth while maintaining its 

conservative approach, and is also taking measures to increase profitability.   

Fed-Ex (FDX) and UPS (UPS) are sort of in their own group and while the strong growth in e-commerce benefits both 

companies, it has not really translated into impressive earnings and now faces potential disruption in the space from 

Amazon (AMZN), Uber, and others.  UPS has seen 20,000 January 2017 $120 calls bought to open, including 10,000 on 

12-23 at $1.20.  2016 price hikes should improve profits, but both are tied closely to the health of the economy, which 

remains in question. 

 



 

 

Restaurants & Grocery:  It was a mixed 2015 for this group with a few big winners and a few big losers.  Among the top 

losers were the names tied to the organic foods space, WFM, HAIN, UNFI and SFM.  CORE and KR were top performing 

stocks in 2015, grocers.  Knapp-Track data shows persistent weakness in same store sales and guest counts in the casual 

dining space.  Some of this may be accounted for by a structural shift by millennials that prefer to eat at more local 

restaurants and less chains, and a reason I am cautious on much of the group.  Former leader, Chipotle (CMG), has seen 

shares hit hard in Q4 on E-Coli concerns and the Company is in damage control mode, and a prime beneficiary may be 

Jack in the Box (JACK).  The consumer discretionary sector has a history of underperforming in rising rate environments 

and risks into 2016 include a subsiding gas pump price tailwind, weak retail traffic due to E-Commerce, slowing household 

net worth gains and wage and rent increases pressuring margins. 

BOJA, JACK, and RRGB are cheap versus peers on 2016 EV/EBITDA.  DPZ, BWLD, SONC, CBRL and SHAK each have 

more than 15% of their floats short, and is on average elevated across the group.  The names that stick out in this group 

as consistent quality earnings reports are SBUX, PLAY, KR, PLKI and CBRL.  DPZ looks attractive across most metrics but 

the short interest jumping to 15.4% of its float as of the end of November from 5.8% in July is a red flag.   

In terms of options positioning there are a few names that have seen large 2016 positions opened.  McDonald’s (MCD) 

was a big winner in 2015 and traders continue to be mostly bullish, the June $110 calls bought to open 9,680X at $7.35 

on 11-9, and 10,000 of the January 2017 $120 calls bought to open on 12-2 and 12-3 around $5.45.  YUM has also seen 

bullish positioning as it will be separating its China business in 2016 that will derisk the stock where North American 

performance has been solid.  YUM has seen 6,500 February $75 calls accumulate in open interest, and a notable April 

spread with 7,500 $75/$90 call spreads bought and the $60 puts sold to open.  DNKN had a buyer of 4,500 March $45 

calls at $1.35 on 11-20.  HAIN with a notable buyer of 5,000 May $40 calls at $3.65 on 12-11 and 2,500 February $45 

calls on 12-17.   

Popeye’s Louisiana Kitchen (PLKI) is a small cap casual dining name that stands out versus peers, the $1.32B Company 

trades 26.25X Earnings, 5.1X Sales and generating 13-17.5% EPS growth.  PLKI has much higher margins than peers and 

has proven to be a top operator, one of the few double digit sales growth names in 2015.  PLKI is seeing comps above its 

peers and gaining market share while having ample room for expansion domestic and international.   



 

 

 

Other Services (Healthcare, Consumer and Financial):  This group of 57 stocks includes various other stocks listed as 

consumer services sector but not fitting into the previous sector groups.  The names are too diverse to make broad 

statements, so I will just pick out a few of the notable names that stick out as quality. 

Fiserv (FISV) shares are +30% YTD, a $21.35B provider of financial technology services such as mobile banking, risk 

management, analytics and account processing.  FISV trades 21.6X Earnings, 4.1X Sales and 22.65X FCF and grew EPS 

by 22.1% in 2014.  Financial institutions spend over $50B in IT, accelerating tech spending.  FISV has been a consistent 

outperformer for many years and has plenty of incremental growth opportunities going forward such as International.   

Cardinal Health (CAH) is a $29.5B provider of healthcare services and products, operating with Pharmaceutical and 

Medical segments.  CAH trades less than 15X Earnings, 0.28X Sales and 18.35X FCF with a 1.73% yield and after posting 

7.4% EPS growth in 2015 targeting 12%+ going forward.  CAH has strengthened itself via acquisitions and its joint 

venture with CVS should start to pay off in 2016, coming off a November report where revenues jumped 16.6% Y/Y and 

it raised its FY16 view.  CAH’s deals for Harvard Health and Cordis should also allow it to continue to beat expectations. 

Verisk Analytics (VRSK) is a $13B provider of risk assessment to various industries, a focus on P&C insurance.  VRSK 

trades 23.9X Earnings, 6.6X Sales and 27.1X FCF with steady EPS and Sales growth the past five years.  VRSK has a 

strong competitive advantage and has been expanding EBITDA margins well above industry norms.  VRSK announced a 

$2.8B deal in March for Wood Mackenzie, expanding VRSK’s end-markets into Energy.  VRSK will face tougher comps in 

2016 and consolidation in the insurance industry is a potential headwind. 

Fleetcor Technologies (FLT) is a $13.4B provider of fuel cards and workforce payment products.  FLT trades 20.35X 

Earnings, 4.5X Book and 17.25X FCF and generated 26% EPS growth in 2014, one of the top growth names in mid-cap.  

In its latest quarter FLT beat EPS estimates and saw 52.9% year/year revenue growth.  FLT has a proven track record of 

growth with 50%+ EBITDA margins and more than half of revenues come from overseas with Latin America seen as a 



big growth opportunity.  FLT should see major upside potential in 2016 if gas price headwinds abate, and its Comdata 

deal from 2014 continues to boost results.   

 

 

 

 

 



Travel, Leisure and Gaming:  This was another group that saw mixed results in 2015 as there was notable strength in the 

cruise liners CCL, RCL and NCLH, while weakness in Hotels (WYN, MAR, HLT, H), Rental Cars (HTZ, CAR) and 

Casinos/Resorts (WYNN, LVS, MPEL).  EXPE had a very strong year with shares climbing 50%, and made a smart 

acquisition late in the year of Home-Away (AWAY).  MGM was the top performing casino name all year as it had less 

Macau exposure and also was looking at unlocking value in its real estate.  The Hotel stocks have traded poorly even 

after Marriott announced a $12.2B deal for Starwood, and much of this due to over-capacity and facing competition from 

the home-sharing services like Airbnb and Home-Away, a real threat and a group I prefer to be shorting in 2016.  Monthly 

Macau numbers have continued to weaken but face easier comps in 2016, and plenty of talk about a bottom being near, 

one potential signal the recent Steve Wynn purchase of 1M shares of WYNN at $63.61.  I would avoid the gaming stocks 

for the most part until there is better price-action and a turn in sentiment. 

There has been notable put buying across this group for 2016 contracts, including RCL (March $82.5 7000X), CCL (April 

$46 7500X), MAR (January $65 15,000X), and H (May $45 6,500X).   

The best approach is to stick to the online travel plays in this group because that is where the growth is found.  Online 

travel is expected to grow 8% in 2016 with $413B in bookings, still a lot of runway for growth with PCLN and EXPE only 

accounting for 11.2% and 6.2% of global accommodations in 2016 respectively.  Expedia (EXPE) was a top pick last year 

and remains a top play this year, just a $16.4B market cap compared to PCLN’s $64B market cap, and trading 20.8X 

Earnings, 2.59X Sales, and 31.1X FCF with Home-Away and Orbitz key acquisitions in 2015 set to boost results through 

2016.  EXPE is a fantastic long-term growth story that deserves to trade at a premium valuation. 

After successfully picking RCL as a top pick for 2015, I still see positive tailwinds in the cruise industry but pivot to the 

smaller player Norwegian Cruise (NCLH).  NCLH has a $13.35B market cap and trades cheaper than CCL/RCL at 15.5X 

Earnings and 34.2X FCF while having the best in class growth, ROE, and margins.  NCLH sees $5 EPS for 2017, so the 

stock looks very attractive at current levels.   

 

 

 

 



Technology: 

Software – Cloud, Security and SaaS:  Software names outperformed in 2015 as the major Tech shifts focus to cloud, 

mobile, and security,  These 46 stocks average returns are +17.5% YTD.  The top 7 names returned more than 45% 

each and are all $5B or less market caps, investors supporting names delivering outsized growth, and also a lot of 

potential for M&A in this group with a lot of top Tech leaders holding a record amount of cash and needing to grow via 

acquisitions as organic growth opportunities are minimal.  The large cap winners were Salesforce.com (CRM) and Palo 

Alto Networks (PANW), the former the best way to play the cloud growth theme, and the latter the best in class security 

stock.  The migration to the cloud will continue in 2016, and seen as a negative for the hardware/networking vendors 

such as VMW, HPE, IBM, CSCO, and FFIV.  Amazon (AMZN) with AWS is the most disruptive cloud provider and is 

capturing a large portion of the growing market.  Overall this group is a volatile one subject to major quarterly earnings 

risk, because many of the names are being valued on revenue growth with a lack of current EPS but seen to have strong 

future earnings, so any decline in growth causes sharp reactions lower in the stocks.   

Among the $10B+ companies, in 2016 I favor CRM, ADBE, CTSH, PANW, RHT and MSFT.  Each of these are generating 

strong revenue and EPS growth while gaining market share in large TAM’s (Total Available Markets).  MSFT is an old-tech 

name that under new management is pivoting nicely into key growth areas that will allow for multiple expansion.   

Among the $3B-$10B companies, in 2016 I prefer ULTI, MANH, and JKHY.  For the sub $3B companies, I prefer QLIK, 

HUBS, LOGM, FLTX, IMPV, RNG and PAYC.  I base these selections off the companies consistently reporting better than 

expected results with industry-leading growth involved in key secular growth areas. 

Net-Scout Systems (NTCT) is an underperformer from 2015 with shares -15% YTD that I would consider as a comeback 

play in 2016, cheap at 13.6X Earnings and 4.8X EV/Sales.  NTCT has been expanding its market share and made a key 

acquisition in 2015 of Danaher’s (DHR) communications segment. 

 



 

 

Networking and Storage:  It was a difficult year for this group as cloud computing has caused a major shift in how data is 

stored, and the storage plays were especially weak.  The big news in this group was in October when Western Digital 

(WDC) purchased SanDisk (SNDK) for $19B.  Rackspace (RAX) was the worst performer, shares down more than 40% as 

the Company transitions its business model and has been hurt by price competition from big players like Google and 

Amazon, but is an 11.18% holding of Blue Harbour’s portfolio, so could see activism push for a sale in 2016, and has 

2,500 June $30/$40 call spreads in open interest.  The top performer of the group was Infinera (INFN) which has seen a 

lot of upside call buying throughout December positioning for 2016.  Juniper (JNPR) was a turn-around story in 2015 with 

shares +25% YTD, posting a few consecutive strong quarters, but recently hurt by a security breach. 

Infinera (INFN) remains the preferred name of the networking/optical equipment group, providing best in class growth 

while also having the healthiest balance sheet and strongest margins.  INFN has consistently posted great numbers 

throughout 2015 and in October for Q3 beat estimates once again with 33.9% Y/Y revenue growth.   

Level 3 (LVLT) is a close second due to its top line growth potential as it incorporates the TW Telecom acquisition, and 

also sets up for a margin expansion cycle while having additional upside in the enterprise market.  LVLT is well positioned 

to benefit from the major growth in broadband usage in coming years.  LVLT has transitioned away from the Telecom 

exposure and now 70% of the company’s revenues come from the fast-growing enterprise business.  LVLT has a lot of 

smart money investors as large stake holders and remains one of the strongest technical trends in the group. 

TE Connectivity (TEL) screens well versus peers on valuation, a $25B Company, but it’s most recent quarter showed a 

major slowdown in orders due to Industrial, Oil & Gas, and China weakness.  TEL is seeing strength in auto, sensors, 

commercial aerospace, and SubCom, also able to expand operating margins.  It is a quality name, but need to see it 

show stabilization in orders early in 2016. 

Arista Networks (ANET) is the featured growth player in this group, and at 29X Earnings the $5B Company is not trading 

at an ultra-rich valuation.  ANET’s main overhang are lawsuits, so if that can be removed it is a premiere growth story in 

data center networking, the hot trend in Tech.  ANET is operating extremely well, and if the Cisco litigation can be 

resolved without too much of an impact to earnings/sales, it can be a big winner in 2016. 



 

Internet, Social and E-Commerce:  Some of Tech’s top performers come from this group, with Facebook, Amazon.com, 

Netflix, and Google comprising the FANG acronym that has become popular, showing relative strength in nearly all market 

conditions throughout 2015.  The online ad industry is expected to grow 15% in 2016 and will be incrementally boosted 

from Olympics and Election spending.  An increasing share of advertising spending is shifting to the internet, yet only 

expected to make up 27% of total ad spend in 2016, so it remains a long-term growth opportunity with this large shift in 

behavior.  Mobile advertising remains a major growth driver for many of these companies with internet usage continuing 

to expand, growing 20% year/year.  Video ads are also an area of growth with faster network speeds allowing for this to 

take place.  A lot of these Tech giants are now valued on a SOTP (Sum of the Parts) basis with major growth components 

driving upside valuation, such as Instagram (FB), You-Tube (GOOGL), and AWS (AMZN).   

Among the 2015 losers in this group, YELP is a name that has seen a lot of February 2016 call buying in recent weeks 

and could potentially be a M&A target.  Alibaba (BABA) shares are down 19.5% YTD but have recently acted much 

stronger technically and is a top player in many growth areas for Chinese internet.   

VeriSign (VRSN) was a top performer in 2015 as Asia growth drove registration additions and strong renewal rates.  

Growth is expected to accelerate in 2016 as new Gtld’s, IDN’s and security services kick-in, and VRSN a name that Elliott 

Mgmt. took a large 7.5M share stake in Q3.  VRSN shares are a bit pricey at 25.8X Earnings, and short-interest has 

surged to nearly 25% of its float, but if it can deliver on its growth initiatives it will continue to thrive in 2016. 

Netflix (NFLX) shares have gained 140% in 2015, now a $50B Company, but as a beneficiary of the cord cutting wave it 

continues to post strong subscriber growth and is just entering many new International markets, while also raising prices 

steadily to drive strong earnings growth.  NFLX’s great selection of original content will keep churn rates low and it is a 

media powerhouse that has defied all the competitive efforts from other players in the industry.  The engagement metrics 

show no signs of NFLX growth slowing.  The main risk to NFLX is a situation where media content companies start pulling 

content due to the fear of cord cutting impacting their ad dollars, but I see much of this mitigated by NFLX’s original 

content library which is generating the majority of its viewership. 



 

Semiconductors:  The Semiconductor stocks had a strong 2015 for the most part and in the second half M&A was a major 

theme.  In October there was the large $10.6B deal between LAM Research (LRCX) and KLA Tencor (KLAC), in June the 

$16.7B deal for Altera (ALTR) by Intel (INTC), and in May the $37B deal for Broadcom (BRCM) by Avago Tech (AVGO).  

Expect more deals in 2016 with takeover candidates such as MXIM, XLNX, IPHI, MPWR, TER, SYNA, VSH, ISIL and CAVM. 

Q3 and Q2 earnings reports across the industry have shown that the areas of growth are Automotive and Data Centers.  

Automotive Semi is a $30B industry growing at 6% driven by content growth in vehicles as crash avoidance technologies 

and infotainment are key themes.  Mobile data consumption is another top theme, and here the radio frequency (RF) 

chipmakers benefit with Apple dominating the demand (35-40% sales).  RF chipmakers include SWKS, AVGO, and QRVO.   

Intel (INTC), the $165B chip leader, has shown strong price-action into the end of 2015 and finally starting to move into 

key growth areas while valuation remains attractive, a candidate for multiple expansion in 2016.  Avago Tech (AVGO) is 

another top large cap play in this group as detailed earlier in the top longs for 2016. 

Nvidia (NVDA) was the top performer in 2015 with shares gaining 65% YTD, and its transition away from PC’s to growth 

markets puts it in a good positioning for 2016 as well.  NVDA is set for growth and earnings power it four key markets, 

gaming, enterprise, HPC/Cloud and automotive and is also positioned to benefit from the up and coming virtual reality 

theme.  NVDA’s multiple has risen sharply to 24.6X Earnings, 3.67X Sales and 22.1X FCF, but is consistently posting the 

strongest earnings reports across the industry. 

Xilinx (XLNX) with a $12.3B market cap trades 21.45X Earnings, 4.7X Book and 28.2X FCF and is the closest peer to 

Altera which was acquired by Intel.  XLNX may itself become a takeover target in 2016 and new products are driving 

strong growth, a name positioned strong into 2016 as wireless communication and aerospace-defense end-markets 

recover.  XLNX has long-term opportunities in datacenter, automotive ADAS systems, and emerging market 4G wireless 

infrastructure. 

Integrated Devices (IDTI) was a top pick for 2015 and the $4B smaller cap Semi remains a top growth name in a strong 

uptrend, and its recent deal for ZMDI at $310M was a smart move to give it more automotive exposure.  IDTI trades just 

18X Earnings and 24X FCF with strong sales/EPS growth. 

Cirrus Logic (CRUS) is another small cap chip name that is extremely cheap on valuation, though its reliance on Apple 

makes it a volatile name that trades in cycles.  CRUS with a $2B market cap trades just 10.35X Earnings, 1.77X Sales and 

17.55X FCF.  As a top player for audio semiconductors, CRUS is set to benefit from increased audio functions in mobile 

devices such as streaming services, always on voice assistances, and down the road potential for voice biometric 

solutions. 

In terms of options activity, many of these names sit with some large open interest.  INTC has a massive amount of open 

interest as one of the most traded names, but notable on 12-22 buyers of 10,000 April $36 calls to open.  QCOM on 12-

18 with a buyer of 10,000 January 2018 $60 calls at $3 looking for a long-term recovery.  MXIM has 5,000 February 

$40/$46 call spreads with the $33 puts sold to open in open interest as well as more than 22,000 January $39 calls 



accumulated from buyers.  CDNS has 7,500 February $22 calls in open interest that were bought into weakness.  LLTC 

had a buyer of 7,200 February $44 puts to open at $2.35 on 12-17. 

 

 

 

PC and Computer Systems:  This diverse group of 31 stocks saw an average return of +7.1% YTD.  Many of the top 

losers are names that have strong ties to the PC industry which has seen years of declines, and although it may be 

stabilizing, still not an area for growth, and worth avoiding.  The biggest winner in this group is Universal Display (OLED), 

a name that hit scans into 2015 as a top value for growth name, and with OLED adoption picking up it is seen as a 

growth area.  Autodesk (ADSK) is a name transitioning to a cloud subscription model and saw recent activism from 

Sachem Head, a name that on 11-5 a trader bought 10,000 each of the January 2017 $70 and $75 calls while selling 

20,000 of the $90 calls.   

Nuance Communications (NUAN) was a strong turnarounds story from 2015 with momentum entering 2016.  The $6.3B 

voice-recognition software Co. trades just 13X Earnings, 14.7X FCF and 2.77X Book.  NUAN is transforming into a more 

SaaS business model resulting in improving margins and bookings.  NUAN still needs to prove it can deliver top-line 

growth, but has optionality with its 4 business segments, Consumer, Enterprise, Imaging and Healthcare.   

EPAM Systems (EPAM) remains an attractive small cap play in this group despite the 65% rise in shares YTD.  The $4B 

provider of software solutions trades 25X Earnings and 4.65X Sales while offering impressive sales growth.  EPAM is 

seeing strong organic growth while also adding tuck-in acquisitions.  EPAM is seen as being in the sweep spot of the 



digitization trend.  EPAM was able to withstand macro volatility and despite some Russia/Ukraine regional exposure, 

shares continued to show strength and a 20-25% revenue CAGR is seen as safe. 

Tyler Tech (TYL) is another fantastic operator in this group that sees very little coverage, a $6B provider of IT solutions 

with a focus on local governments.  TYL should start to see its New World Systems acquisition pay-off in 2016 with 

increased scale and cost synergies.  TYL trades at a premium, 50.7X Earnings and 10.8X Sales, but a top growth name 

with consistent beats on earnings.  TYL has been growing its cloud business that will boost its recurring revenue stream.  

TYL’s target market of government applications is outdated, a big opportunity for upgrades with TYL’s service, and TYL 

could also attract a strategic buyer such as ORCL or SAP.   

CDW Corp. (CDW) is an attractive name in the space, a $7.27B market cap trading 12.85X Earnings, 0.58X Sales, and 27X 

FCF with double digit EPS growth.  CDW’s news of a partnership with Dell will add to sales in 2016, and is a market share 

gainer in the space that is executing on its growth initiatives.  CDW has a large target market and is seeing an 

acceleration of growth, Government and Education the current strongest growth end-markets.  CDW’s August acquisition 

of UK-based IT solutions provider Kelway also expands its market opportunity.  CDW does have a very leveraged balance 

sheet, one concern for this stock. 

 

 

Tech – Other:  This diverse group of 46 stocks averaged a +13% return in 2015 YTD, and there are a few closely related 

names within the group to break down.  The top perform in the group was ATVI, and overall 2015 was a strong year for 

the video game makers with EA and TTWO up sharply as well.  The group benefitted from easier comps and new 

generation systems reigniting growth, but next year will face tougher comps and could struggle to sustain that growth.  

First Solar (FSLR) shares are +50% YTD and the best of breed solar name, one of the few actually generating strong 

earnings and cash flows, the entire group recently receiving a major lift from the extension of the tax credits for Solar.  T-

Mobile (TMUS) was a major outperformer among the Telecom stocks as it was able to grow subscriber numbers, gaining 

market share throughout the year versus T and VZ, and often seen as an attractive acquisition target.  There are also a 

few names in this group related to Healthcare IT (MDAS, ATHN, HQY, PINC, MDSO, CERN, and OMCL), which remains an 

exciting area for growth in Tech spending.  The tower stocks (AMT, SBAC, and CCI) had a mixed year with Crown Castle 

(CCI) leading the group, and the overall fundamental story remains strong for tower stocks as an investment simply due 

to the mobile usage demand for bandwidth intensive streaming/data services.  There are also some impressive more 



specialized growth names in this group such as Sensata (ST), sensors & controls, Acuity Brands (AYI), lighting solutions, 

and MSCI Inc. (MSCI), for investment products.   

As indicated earlier, data usage growth remains a primary driver for investing in tower stocks.  American Tower (AMT) 

has the most International exposure, Crown Castle (CCI) is US urban focused, and SBA Communications (SBAC) is the 

smaller player with the most growth potential  The federal government’s planned rollout of FirstNet will add more rental 

revenue for the tower stocks.  SBAC looks to be the most interesting play into 2016 being the most nimble with contracts 

that charge carriers for every new piece of equipment they hang.  SBAC has generated a 5 year AFFO CAGR of 25%, 

industry-leading.   

Equinix (EQIX) shares have gained nearly 40% in 2015 but remains a top investment play into 2016, among the data 

center REIT group that includes DLR, CONE, COR, DFT and QTS.  The group is seeing a boom in growth due to high 

demand by Tech companies for data centers and are building out capacity.  EQIX with a $17.8B market cap yields a 

2.27% dividend and in Q3 posted strong results with upside guidance.  EQIX also announced a $3.7B for Telecity in 2015 

that puts EQIX as the leading provider in Europe. 

ARRIS Group (ARRS) sticks out among the names as the value for growth opportunity, the $4.37B provider of media 

entertainment solutions trades just 12.65X Earnings, 0.88X Sales, 2.5X Book and 17X FCF.  ARRS is expected to close its 

key acquisition of PACE in early January 2016, removing that regulatory concern overhang.  ARRS has seen some 

weakness from its telecom customers, but the Pace deal will add exposure to satellite and international markets.  ARRS 

will benefit from advanced video and gigabit services trends going forward. 

Inovalon Holdings (INOV) is a $2.58B small cap provider of cloud-based analytics to the healthcare industry, a name that 

has seen shares drop 50% since its IPO in February 2015, but is looking like an attractive value for growth name that 

could be a turnaround play for 2016.  INOV trades 26.55X Earnings, 6.35X Sales and is posting 20% quarterly sales 

growth year/year.  The bar has been lowered for growth, and at this valuation INOV is an attractive play in what should 

be a strong growth market for years to come. 

 



 

 

Utilities:  It was a mixed year for the Utility stocks, this group of 37 with an average -3% return YTD.  One are of 

outperformance was in the water utility names, a small group of $2B+ companies, but AWK and WTR each gaining 

around 15% YTD.  This is one of the few spots of growth in the Utility industry.  Utility was also a hot spot for M&A in 

2015 and a few names look to be potential targets in 2016 such as WR, GXP, CNP, ATO, and ITC.  The utility sector is 

expected to underperform in 2016 if there are more than 2 Fed rate hikes.  Institutional ownership is notably low across 

much of this group.  Unseasonably warm weather in the Northeast is a reason to avoid the stocks with operations focused 

on that geography as it will weigh on earnings. 

From an options perspective, Westar (WR) is the name that sticks out with 13,800 of the March $45 calls accumulated in 

open interest, a potential target for Buffett’s Mid-American Energy.  ITC Holding (ITC) also has 5,700 February $40 calls 

in open interest, and has already announced plans to explore a sale.  Center-Point (CNP) has seen more than 5,000 May 

$19 and 10,000 January 2017 $18 calls bought and opened in recent weeks as well as a 12-31 buyer of 10,000 February 

$18 calls at $0.85 to $0.95, rolling out of Jan. $17.50 calls. 

American Water Works (AWK) is the Utility to stick with for 2016, the $10.75B provider of water and wastewater services 

trades 21.25X Earnings, 3.45X Sales and 2.08X Book with a 2.27% yield.  AWK continues to make strategic acquisitions 

and win key contracts.   

Public Enterprise Services Group (PEG) is the name that screens as best of breed among the other utility names, the 

$19.53B mid-Atlantic provider trading 13.2X Earnings and 1.5X Book with a 4% yield, above-average sales/earnings 

growth, and a leader in ROA and Margins.  PEG’s growing network of transmission assets with the potential earn higher 

ROE make it more attractive than peers.  PEG trades 6.1X EV/EBITDA versus sector average of 9.8X.   

CMS Energy (CMS), a $10B provider focused in Michigan, is the other fundamental standout in the group, outperforming 

in 2015 with shares +7% YTD.  CMS has steadily grown revenues and raised its guidance in Q3.  CMS is raising prices 

and seen to benefit from new legislation in Michigan that is kicking in.   



 

 

 

 

 

 

 

 

 



Biotech 2016 Special Report 

Amgen (AMGN) ($165) 
 
Key Catalysts to Focus On in 2016:  

 

• Repatha approval in Japan, CV top-line study results 

• Phase 3 romosozumab data in 1H16 

• Phase 2B data for AMGN334 for chronic migraines 

• Biosimilar Herceptin Phase 3 data in 2H16 

• Activist pressure to separate business 

 

Snapshot: The $123.37B company trades at 15.3X earnings, 5.75X sales, and 3.96X cash with earnings growth in the low 

single-digits. Nearly flat earnings growth has led AMGN to underperform its peers in 2015 with shares rising 4.75% vs 

Gilead (GILD) at 11.2% and Celgene (CELG) at 9.19%. The California-based drug company spent much of 2014 integrating 

their $10.4B acquisition of Onyx Pharmaceuticals and its key blood-cancer drug Kyprolis, which AMGN hopes will boost 

revenues as it gains approval in new and additional uses. The early key for investors in 2016 will be Repatha, a 

cholesterol-lowering injection which received FDA approval in late August. The company announced recently that their 

FOURIER study into cardiovascular (CV) outcomes and usage data with Repatha will be completed by mid-year with data 

expected in the second half of 2016, much earlier than anticipated. The company also expects approval in Japan in early 

2016. In October 2014, activist investor Third Point took a large stake in the company and advocated for a separation of 

its mature business from its higher-growth drug development programs. At the Robin Hood Investors Conference in 

November, Loeb indicated that an Amgen/Allergan merger would create several notable avenues for multiple expansion 

and growth. Atlantic Equities was out on 12/18 with a $202 price target for shares and Overweight rating. The firm sees 

strong product cycles into the new year and positive CV data for Repatha driving multiples higher. On 12/14, Morgan 

Stanley raised their price target to $193 with a positive read-out on romosozumab and Repatha in 2016 as well as 

potential delays in biosimilars propelling shares higher. The firm sees AMGN outperforming their peers next year. 

Institutional ownership fell modestly last quarter. Top holders of stock include Primecap Management with 29M shares, 

their 3rd largest position, and Third Point with 9.85M shares, their 2nd largest position. Short interest is 1.26% of the 

float, down from around 2% in October and in-line with yearly averages.  

 

 
 
 



Biogen (BIIB) ($308) 
 
Key Catalysts to Focus On in 2016:  

 

• Phase 2 SYNERGY Data for anti-LINGO antibody in MS 

• Alzheimer’s data from aducanumab and Eisai’s program 

• Phase 3 trials beginning for MT-1303 for the treatment of inflammatory bowel disease 

• Accretive M&A 

 

Snapshot: The $67.38B company trades at 16.3X earnings, 6.38X sales, and 11.5X cash with earnings growth in the low 

double-digits over the next five years. BIIB traded down almost 11% in 2015, the worst-performing large cap biotech 

name, as concerns over slowing organic growth came to surface mid-year. The company slashed guidance to the single-

digit revenue growth in July after weaker-than-expected MS sales and diminishing growth in their pipeline. JP Morgan 

was out with a note following the disappointing results noting that credibility in management had been tarnished, so 

possibly setting up in 2016 as a rehabilitation story or even a situation where an activist enters the picture to agitate for 

change. One such avenue may be M&A with names such as Isis Pharmaceuticals (ISIS), Neurocrine (NBIX), Acadia 

(ACAD), and even bluebird (BLUE) noted as possible targets. Key data into the new year will be from their currently 

ongoing SYNERGY Phase 2 trial anti-LINGO clinical development program in people with Multiple Sclerosis. SYNERGY will 

assess the clinical potential for anti-LINGO in demyelinating relapsing forms for MS. Atlantic Equities initiated shares at 

Overweight on 12/18 with a $344 price target. The firm sees notable upside into the year with high risk/high reward 

data from SYNERGY and both BAN2401 and E2609 in Alzheimers. Shares were resumed Outperform at Wells Fargo on 

12/4 with a price range of $356-396 expected. Institutional ownership fell 5.4% last quarter. Top holders include 

Clearbridge Investments with 8.5M shares, their third largest position, and Jackson Square Partners who own 2M shares 

and added last quarter. Short interest is just 1.09% of the float, nearing the yearly lows and down from nearly 2.2% in 

October.  

 

 
 
 



Biomarin (BMRN) ($105) 
 
Key Catalysts to Focus On in 2016:  

 

• PDUFA for drisapersen (Kyndrisa) in early January 

• Phase 2 data for BMN701 for Pompe in January 

• Phase 3 data for pegvalisase in March/April 

• Analyst Meeting in April 

 

Snapshot: The $17.07B company is not yet profitable with shares trading at 19X sales and 27.6X cash. Shares of BMRN 

have been largely volatile in 2015 trading up as high as $151.75 per share before falling back to near $90 recently, up 

17% for the year. The primary story for the company has been their lead drug candidate drisapersen (Kyndrisa) for the 

treatment of Duchenne muscular dystrophy (DMD). The FDA was set to announce a decision on potential approval in 

late December but announced on 12/18 it was delaying its decision until early January 2016. BMRN went before an FDA 

advisory committee in November and 15 of 17 members saw their data as largely underwhelming and unable to 

demonstrate a statistically significant result. The panel also raised concerns over potentially fatal side-effects to the 

kidneys and blood. Drisapersen was expected to be the first DMD treatment to reach market. Sell-side consensus 

following the delay appears to be favoring approval although with tempered expectations as many believe peer 

Sarepta’s competing DMD drug eteplirsen to also be approved in January and capture greater market penetration 

among doctors. Piper also made the case on 12/18 that the FDA delay simply could be to work out details regarding 

labeling. They maintained an Overweight rating on 12/18 with a $168 price target for shares as the potential downside is 

limited into the announcement given the high ceiling following approval. Cowen keeps a Street High $175 price target 

for shares and Buy rating, reiterated on 12/10. Institutional ownership rose 1.62% last quarter. Top holders of stock 

include Baker Bros. with 4M shares, their 8th largest holding, and Palo Alto Investors with 1.66M shares, their fifth 

largest position. Short interest is 4.1% of the float, relatively steady over the past two years and up from 2.92% in late 

April.  

 

 
 
 



Celgene (CELG) ($120) 
 
Key Catalysts to Focus On in 2016:  

 

• PDUFA for Revlimid in non-del5Q low risk MDS on 4/16/16 

• Study into Crohn’s disease treatment (GED-0301) Initiated in 1H16 

• Expansion of Otezla in Japan 

 

Snapshot: The $95.96B company trades at 21.4X earnings, 10.9X sales, and 12.8X cash with earnings growth in the high 

double-digits. The company recently announced a major patent settlement with Natco, Arrow International, and Watson 

Labs (an Allergan subsidiary) relating to their biggest drug Revlimid which will extends Celgene’s patent through 2027. 

Natco also gained the right to license and sell limited amounts of a generic version beginning in 2022. The decision was a 

major victory of CELG which removes a major overhang on forward guidance and revenue projections into 2016. Piper 

Jaffray was out positive on the patent ruling on 12/23 noting that it will allow the company to maintain their aggressive 

EPS guidance of 25% CAGR over the next ten years and gives them greater visibility into 2016. They maintain CELG as 

one of their top picks for 2016 with a $163 price target. UBS noted that CELG becomes a notable multiple expansion 

story in 2016 with a number of pipeline events driving shares higher. Institutional ownership rose 1.1% last quarter. Top 

holders include Jackson Square with 10M shares, their second largest position, and Edgewood Management with 7.3M 

shares, their top holding.  

 

 
 
 



Dynavax (DVAX) ($25) 
 

Key Catalysts to Focus On in 2016: 

  

• Phase 3 data from third Heplisav trial 

 

Snapshot: Dynavax completed enrollment for Phase 3 trials of HEPLISLAV-B for the treatment of adult hepatitis B in 

October of this year and expects topline data sometime in early 2016. On 7-7, the DSMB completed its third pre-

specified review of HBV-23 and recommended the company continue with their Phase 3 trials unchanged. MLV with a 

positive note that afternoon raising their PT to $35 as the DSMB overhang was removed. The DSMB noted that 2,200 

subjects had completed their final visit under the study. Shares were initiated at RBC with an Outperform rating on 

11/30 with a $48 price target. The firm noting that Heplisav has already proven to be a superior option for medical 

professionals and will likely gain majority market share after approval. The Hepatitis B market is estimated at $270M. 

The firm views chances of a safety surprise as low. The $847.8M company trades at 126.5X sales, 9X cash and growing 

earnings 14.5% over the last five years. They completed a 4.55M secondary offering on 7-22. Short interest is 15.63%, 

down since May of this year when it was 28.5%. Institutional ownership is 94%, all-time highs. William Blair maintains a 

Street High $42 price target for shares since an 8-28 report. On 10-26, 10-27, and 10-29 traders have sold unique 

spreads selling the December $30 calls to buy the February $25/38 call spread, 2000X each with 4,000 now in open 

interest. On 12/28, a trader bought to open 2,000 January $22 puts for $1.40 to $1.50.  

 

 
 
 
 

 
 
 
 



GW Pharmaceuticals (GWPH) ($69) 
 
Key Catalysts to Focus On in 2016:  

 

• First Phase 3 data for DS in 1Q and second Phase 3 trial data for DS 

• Two phase 3 trials for LGS in 2Q;  

• Epidiolex NDA in 2016 expected to be submitted 

 

Snapshot: GWPH is expected to release topline data from a Phase 3 trial for epidiolex for Dravet Syndrome in the first 

part of 2016. An NDA is expected later in the year. The $1.79B company is not yet profitable and trades at 36.5X sales 

and 4.3X cash with limited debt on $42.6M in sales. Piper was out positive on 10-15 noting confidence in the company to 

navigate the clinical pathway for epidiolex approval and sees the data release as a significant turning point for the stock. 

They maintain a $147 price target for shares. The firm thinks the seizure drug has considerable runway if approved. 

Short interest is 8.22% and down slightly from 11.68% in April of this year. Institutional ownership rose 24.11% last 

quarter. More than 3,000 February $50 puts sit in open interest from buyers from 9-11 to 10-28 where more than 950 

were bought for $8.20 

 

 
 

 
 
 
 
 
 
 
 

 
 



Heron Therapeutics (HRTX) ($28) 
 
Key Catalysts to Focus On:  

 

• PDUFA for Sustol on 1/17/16 

 

Snapshot: HRTX has a PDUFA on January 17, 2016 for Sustol Injection, extended release, for the prevention of acute and 

delayed chemotherapy-induced nausea and vomiting (CINV). HRTX re-submitted its NDA in July and on 9-28 presented 

data from their MAGIC study with CEO Barry Quart commenting that they see further potential utility for the drug and 

look forward to approval and launch in early 2016. The $980M company is not yet profitable and trades at 5.7X cash 

with earnings growing 72% over the next five years. Brean Capital out on 10-1 defending shares after the recent sell-off 

noting that a number of catalysts can move the stock higher including HTX-011 data in nerve block as well expected in 

early 2016. Short interest is 33.39%, all-time highs, and up very sharply from April of this year when it was closer to 5%. 

Institutional ownership rose 35.19% last quarter with TANG Capital holding 5.19M shares, Baker Bros. with 2.8M shares, 

and Cormorant with 1.4M shares. BAML holds shares at Buy with a $54 price target while Leerink raised their PT to $57 

on 9-23. 

 

 
 

 
 
 
 
 
 
 
 
 



Sarepta (SRPT) ($39) 
 
Key Catalysts to Focus On in 2016:  

 

• FDA panel for eteplirsen on 1/22 

• PDUFA on 2/26 

• Potential for filing in the EU on 2016 

• Patent litigation suit vs BMRN 

 

Snapshot: SRPT has a tentative panel on January 22, 2016 and a PDUFA on February 26, 2016 for eteplirsen for the 

treatment of Duchenne Muscular Dystrophy, although as noted earlier Biomarin’s PDUFA a key factor to keep an eye on 

as well.  the company announced that FDA advisory committee would review eteplirsen on January 22, 2016 ahead of 

their PDUFA date on February 26, 2016. Eteplirsen has Priority Review status due the lack of therapy for DMD. Sarepta’s 

treatment received a bit of a tailwind in late November when competitor BioMarin (BMRN) went ahead of an FDA 

advisory committee for their DMD treatment drisapersen to underwhelming results. Following the panel, most analysts 

agree that eteplirsen approval -- while not a sure-thing -- certainly carries an advantage to present itself as a better 

alternative with a considerably better safety record. Oppenheimer analysts were out following the panel noting that the 

significant liabilities highlighted by Advisory committee of BMRN’s treatment likely give the go-ahead for SRPT’s 

approval. On 12/14, JMP was out positive with a proprietary survey noting that about 70% of neurologists surveyed see 

approval for eteplirsen. The firm expects doctors to split their patients between the two treatments, if both are 

approved. Piper had a big note on both SRPT and BMRN in late October in which the firm saw a ‘clean’ safety profile for 

eteplirsen and ultimately an accelerated approval for the drug. They do not see the delayed schedule of their PDUFA vs. 

BMRN as a disadvantage. They maintain a $49 price target for shares. The $1.7B biotech is not yet profitable with shares 

trading at 17X cash. Institutional ownership rose 4.19% last quarter with notable buys from Citadel of more than 800K 

shares. Point72 remains one of the top holders of stock with nearly 1M shares. Short interest is 24.6% of the float, 

cautiously high, but falling sharply since May when it was over 37%. On 12/18, a trader bought to open 1,000 May $50 

calls at $6.80 to $7.00, sizable OTM trade. 

 

 
 



Radius Health (RDUS) ($62.50) 
 
Key Catalysts to Focus On in 2016:  

 

• Announcement of Foreign Partnership 

• NDA for abaloparatide-SC in 1Q16 

 

Snapshot: RDUS expected to file an NDA for abaloparatide-SC for osteoporosis on track for submission in early 2016. The 

$2.7B company is not yet profitable with shares trading at 12X cash with limited debt. Earnings expected to jump 13.8% 

next year. On 10-12, the company reported positive top-line data from ACTIVExtend trial which showed that women 

who were previously treated with 18 months of abaloparatide-SC injection experienced no new vertabrae fractures and 

demonstrated increased bone density. Canaccord out after the data noting that they see the FDA being satisfied with 

the results and sees approval by Q3 of 2016. The firm also sees positive data from an RAD-1901 study by year-end 2015 

and maintain an $85 price target for shares. RDUS has also been the subject of takeover talk with Betaville’s Ben 

Harrington speculating that the company would be a logical target of Shire (SHPG) if it gives up on its bid for Baxalta. 

Short interest in the name is 15.32%, at all-time highs and up almost steady since debuting in June 2014. Short interest 

was 3.3% in March 2015. Institutional ownership rose 7.4% last quarter. BB Biotech owns 3.9M shares, Farallon Capital 

owns 816K shares, and Pointstate owns a new 600K share position. On 10-14 a trader bought 2,000 January $60 calls 

and sold the $55/45 put spread, on 10-8 1,000 January $65 calls were bought to open for $12.20, on 9-21 and 9-22 

traders sold the January $50 puts to buy the $75/100 call spread for $10.50, 500X total 

 

 
 
 
 
 

 
 



Intercept Pharmaceuticals (ICPT) ($150) 
 
Key Catalysts to Focus On in 2016:  

 

• Advisory Committee on 4/7 

• PDUFA for OCA for PBC on 5/29 

 

Snapshot: Intercept (ICPT) will have a PDUFA on May 29th for obeticholic acid (OCA) in primary biliary cirrhosis (PBC). 

Shares got hit in mid-December when the FDA extended the date from February in order to review additional clinical 

data, as requested. The FDA granted Priority Review for the drug in August as ursodeoxycholic acid is the only treatment 

currently available and approved. PBC primarily afflicts women and has a patient base of more than 250,000 but OCA 

has potentially wide-ranging benefits and may become the first drug to treat non-alcoholic fatty liver disease (NAFLD) 

which affects 10-20% of Americans. UBS was out positive on 12/18 after the delay noting that approval is still very likely 

and positive catalysts include the April AdCom and potential pricing on the drug after approval. They keep a $465 price 

target for shares. The firm also sees opportunity into expanding the label into NASH and on 12/7, ICPT initiated a 

prospective trial into the combined effect of OCA and statins to evaluate the effect on lipid metabolism in patients. The 

trial will enroll 80 patients and include a 16-week double-blind phase with two-year long-term safety phase. ICPT is not 

yet profitable and shares trade at 1345X sales, 5.5X book and 5.4X cash with over $28.50 per share in cash. On 12/15, 

shares were up more than 15% on speculation that the company has been looking to be acquired. Shire, 

GlaxoSmithKline, and Gilead are all noted as potential acquirers. Institutional ownership rose 3.06% last quarter. Short 

interest is 20.98% of the float and steady since April. Needham maintains a Street High $500 price target for shares.  

 

 
 
 

 
 
 



PTC Therapeutics (PTCT) ($33) 
 
Key Catalysts to Focus On in 2016:  

 

• Rolling NDA for Ataluren completed 

• PDUFA expected mid-year 

• Phase 3 data submitted to EMA 

 

Snapshot: The $1.96B biotech trades 7X cash with limited debt but is not yet profitable, typical of an early-stage drug 

maker. PTCT is a very singular story as their major drug in development is ataluren, an orally administered compound for 

the treatment of patients with Duchenne muscular dystrophy caused by a nonsense mutations (nmDMD). A small phase 

2B trial of the drug in 2010 initially didn’t show meaningful improvement in patients. The company revised the 

parameters of the study and patient pool for the ongoing Phase 3 trial in hopes that narrowing its scope will improve 

efficacy of the drug and submitted a NDA in February. Ataluren already has conditional approval in Europe. The 

company believes the addressable market for ataluren is 7,000 patients and could bring $1B in peak sales annually. In 

October, the company announced that phase 3 trials failed to achieve its primary efficacy endpoint but the company 

believes specific data from a subset of 99 volunteers who could walk between 300-400 meters in six minutes at baseline 

was statistically significant and will be enough for regulatory approval. On 11/25, Jefferies downgraded shares to 

Underperform after BioMarin’s AdCom raised notable questions about ataluren’s effect on a specified sub-group. The 

firm lowered their probability of success for PTCT’s own PDUFA to 20% from 55% with an $18 price target for shares. 

Short interest is 31.44% of the float and rising steadily April when it was 12.79%. It is currently at all-time highs.  

 

 
 

 
 
 
 



Puma Biotechnology (PBYI) ($76.50) 
 
Key Catalysts to Focus On in 2016:  

 

• NDA filing for neratinib for extended adjuvant setting in 1Q16 

• MAA filing for neratinib for extended adjuvant setting in 1H16 

 

Snapshot: Puma Biotechnology (PBYI) is on track to file an NDA for their lead drug candidate neratinib for the treatment 

of women with early-stage HER2-positive breast cancer in early 2016 after completing phase 3 trials in mid-December. 

The company presented 3-year disease free survival data from ExteNET trial for neratinib on 12/11 at the San Antonio 

Breast Cancer Symposium. The data demonstrated a 33% reduction in the risk of invasive disease recurrence or death. 

Investors were underwhelmed as the 3-year DFS data showed 93.6% rates vs the 2-year data presented which showed 

93.9%, not much improvement. Citi was one of the lone positive notes out following the release as they believe the data 

was misinterpreted by investors with the HR+ subgroups showing “very good” progress and increased separation at 

years three and four. The firm sees approval for neratinib as highly likely and raised their price target to $107 from 

$67.94. The $2.55B company is not yet profitable with shares trading at 10.38X book and 10.3X cash. Short interest is 

24.59% of the float and near all-time highs.  

 

 
 
 
 
 
 
 
 

 
 
 



Regeneron (REGN) ($550) 
 
Key Catalysts to Focus On in 2016:  

 

• Phase 3 data from dupliumab for atopic dermatitis in 1Q16 

• Interim analyses of Praluent outcomes studies into usage at 50% and 75% 

• Approval of sarilumab by the FDA for the treatment of RA 

• Praluent outcome trial completion in 2017 

 

Snapshot:  Regeneron traded strong in 2015 with shares up 33.62% for the year, one of the best performing large-cap 

biotechs and topping the IBB by more than 20%. The $57B company posted strong revenue growth this year with their 

November quarter +57% YOY behind a 64% boost in product sales and 69% gain from their collaboration with Sanofi. 

They also raised guidance for EYLEA to 50-55% vs 45-50% prior. REGN also announced in November that phase 3 trials 

into their collaboration with SNY sarilumab was successful in a late-stage arthritis study. The company has also been 

battling with Amgen with PBM’s regarding their PCSK9 inhibitor Praluent vs Amgen’s Repatha. On 12/11 Unitedhealth 

announced it was choosing SNY/REGN while on 11/23 CVS announced it was choosing AMGN. Praluent covers 100M 

patients in the U.S. and includes PBMs Express Scripts and Aetna in addition to UNH. REGN has big phase 3 data 

upcoming in the new year for dupliumab for the treatment of atopic dermatitis, a trial which began in October 2014. The 

drug is being developed in collaboration with SNY and many consider it to be the next breakthough drug for the 

company. It is undergoing phase 3 trials in asthma as well as atopic dermatitis (eczema) and REGN believes it can treat a 

wide variety of allergies. It is believed that peak sales could reach $2.5B if approved. The company announced in 

October that the drug produced positive results in a phase 2B trial into adults with moderate-to-severe eczema who 

were unable to use a topical therapy. Shares of REGN were initiated with an Outperform rating and $676-712 price 

target at Wells Fargo in early December. Short interest is 4.34% and nearing 5-year lows. Institutional ownership fell 

modestly last quarter with Sands Capital maintaining a large position of more than 4.1M shares, their third largest.  

 

 
 
 

 
 
 
 



Vertex (VRTX) ($126) 
 
Key Catalysts to Focus On in 2016:  

 

• Orkambi sales updates in both the U.S. and ex-US  

• February PDUFA for KALYDECO in patients at least two years old with residual function mutations 

• Phase 2a study of Orkambi in homo-F508del cystic fibrosis patients in early 2016 

• Phase 3 data from VX-661 in heterozygous patients 

 

Snapshot: Shares of VRTX underperformed the rest of the biotech index in 2015 but relative strength vs. the overall 

market with shares up more than 6.4%. The company saw some weakness in late October after the DOJ subpoenaed the 

company’s documents relating to their Good Lab Practices. Earnings were strong in October with revenue up 73.1% YOY. 

On 11/18, the European Commission approved KALYDECO and ORKAMBI for the use of treating children with cystic 

fibrosis and now undergoing a country-by-country reimbursement approval process. Piper estimates that EU approval of 

ORKAMBI will add 12,000 patients and will be key to watch for pricing/reimbursement pace as its expected to be 

gradual. The FDA has set a February 6th PDUFA date for KALYDECO to be approved for use in the similar situation. It is 

currently approved to treat certain patients but VRTX seeking label expansion as its current reach is roughly 1,500 

patients. The FDA approved ORKAMBI in July. In the most recent quarter, KALYDECO contributed more than 55% toward 

total sales. The company sees KALYDECO revenues of $605-620M, higher than in Q2 and with ORKAMBI creating a 

strong growth story into 2016. The $31B company trades at 36.4X earnings, 40.9X sales, and 30.88X cash with earnings 

expected to grow nearly 30% over the next five years with a successful ORKAMBI launch. Piper Jaffray maintains shares 

at Overweight, their top large-cap pick, with a $180 price target. Short interest is 1.83% of the float and nearing 5-year 

lows. Institutional ownership rose 1.94% last quarter with Clearbridge a large holder of shares at more than 7.79M.  

 

 
 
 
 



Rockwell Medical (RMTI) ($10.50) 
 
Key Catalysts to Watch in 2016:  

 

• First full quarter of Triferic sales numbers 

• Calcitriol launch expected in early 2016 

 

Snapshot: 2015 was a big year for RMTI with the approval of their main product Triferic, a treatment for the 

maintenance of hemoglobin in dialysis patients with chronic kidney disease. The treatment was approved in January and 

became the only approved product to replace iron and maintain hemoglobin in the U.S. On 11/30, Triferic received a 

permanent J-code from the CMS which becomes effective on 1/1/16. The treatment launched in September and first 

quarter of sales numbers will be key in the new year. RMTI also has an FDA approved drug for treating secondary 

hyperparathyroidism called Calcitriol which is awaiting U.S. launch. The $532.7M company trades at 15X earnings, 9.5X 

sales, and 7.3X cash with earnings next year expected to finally swing into profitability, up more than 500% from 2015 

levels. Oppenheimer was out positive on 9/29 with shares down more than 25% on the year noting that a quick ramp for 

Triferic should be a positive catalyst for shares. The firm maintains a $26 price target and Outperform rating. Short 

interest is concerning at 20.47% of the float but down sharply from more than 57% in February 2014. Institutional 

ownership fell 3% last quarter.  

 

 
 

 

 

 

 



Other biotech catalysts to watch in 2016: AEGR - updates on Juxtapid sales; ADAP - IND for AFP in 1H16, data from NY-

ESO-1 for the treatment of synovial cancer in October, Phase 1/2 study for MAGE-A10 in synovial sarcoma; ADRO - 

clinical study into ADU-214 with Janssen in 1Q15, Phase 1B results from mesothelioma study, Phase 2B data from 

ECLIPSE trial, Phase 2B results from STELLAR trial; AIMT - ARC002 follow-up maintenance study results in March; ALXN - 

launch of Strensiq and Kanuma, preliminary data from Soliris in DGF; BCRX - OpuS-2 trial on avoralstate in HAE readout; 

BLUE - updates on BB305 in SCD and beta-thalassemia; CLLS - data from Phase 1 study into ALL/CLL patients; DBVT - 

Phase 3 trial for Viaskin peanut, phase 3 PEPITES trials, OLFUS-VIPES data; DNAI - phase 2 Wolverine study data into 

DLBCL patients; ESPR - Phase 3 program details and CV outcomes trial in 1H16, Phase 2 data on ETC-1002; GILD - topline 

data for IPF Phase 2 simtuzumab study; INCY - FDA filing for baricitinib early in the year, Phase 2 baricitinib in SLE trials 

starts, phase 3 trials starts in epacadostate and Keytruda for melanoma in 1H16; IRWD - Phase 1a data of IW-9179 for 

gastroparesis; KPTI - interim results from SOPRA and STORM; MDCO - phase 2 ORION-1 study begins w/ results in 2H16, 

Phase 3 TANGO-1 and -2 results on Carbavance, MILANO PILOT results; NK - data for aNK cells in Merkel Cell Carcinoma; 

PCRX - phase 3 trial in oral surgery with NDA; RGNX - potential partnerships; RLYP - human drug/interaction study in 

early 1Q16, Patiromer filing in Europe; RPRX - initiate new phase 3 study into enclomiphene after CRL; VTL - phase 3 trial 

enrollment for VTL-308 

 

40 Technical Momentum Leaders into 2016 ($5b+ Market Caps) 

Google (GOOGL) 



 

Microsoft (MSFT) 



 

General Electric (GE) 

 

 

 

 

 



Facebook (FB) 

 

Bristol Myers (BMY) 

 

 

 

 



SAP AG (SAP) 

 

MasterCard (MA) 

 

 

 

 



Coca Cola (KO) 

 

Eli Lilly (LLY) 

 

 

 

 



Amazon.com (AMZN) 

 

Alibaba (BABA) 

 

 

 

 



Honeywell (HON) 

 

Thermo Fisher (TMO) 

 

 

 

 



Avago Tech (AVGO) 

 

Raytheon (RTN) 

 

 

 

 



General Mills (GIS) 

 

Northrop Grumman (NOC) 

 

 

 

 



Cardinal Health (CAH) 

 

Boston Scientific (BSX) 

 

 

 

 



Avalon Bay (AVB) 

 

Waste Mgmt. (WM) 

 

 

 

 



SYSCO (SYY) 

 

Royal Caribbean (RCL) 

 

 

 

 



Ross Stores (ROST) 

 

Intuitive Surgical (ISRG) 

 

 

 

 



Omnicom (OMC) 

 

Nvidia (NVDA) 

 

 

 

 



Equinix (EQIX) 

 

Molson Coors (TAP) 

 

 

 

 



Agilent Tech (A) 

 

Lab Corp (LH) 

 

 

 

 



Cintas (CTAS) 

 

Nasdaq (NDAQ) 

 

 

 

 



Lear (LEA) 

 

International Flavors (IFF) 

 

 

 

 



Steris (STE) 

 

Perkin-Elmer (PKI) 

 

 

 

 



Activist Investor Interest 

Icahn Enterprises - Freeport McMoRan (FCX), PayPal (PYPL), Cheniere (LNG), AIG, Transocean (RIG), Apple (AAPL), 

Hologic (HOLX), Nuance (NUAN), Herbalife (HLF) 

 

Pershing Square Capital Management (Bill Ackman) - Valeant (VRX), Air Products (APD), Canadian Pacific (CP), 

Mondelez (MDLZ), Zoetis (ZTS), Restaurant Brands International (QSR), Platform Specialty Products (PAH), Howard 

Hughes (HHC) 

 

Third Point (Dan Loeb) - Baxter (BAX), Amgen (AMGN), Allergan (AGN), Yum! Brands (YUM), Kraft Heinz (KHC), T-Mobile 

(TMUS), Roper (ROP), Sealed Air (SEE), Avago (AVGO) 

 

Starboard Value (Jeff Smith) - Darden (DRI), Advanced Auto Parts (AAP), Westrock (WRK), Office Depot (ODP), Yahoo 

(YHOO), Macy’s (M), Brink’s (BCO), Media General (MEG) 

 

Jana Partners (Barry Rosenstein) - Qualcomm (QCOM), ConAgra (CAG), Walgreen Boots (WBA), Allergan (AGN), Baxter 

(BAX), Microsoft (MSFT), QVC Liberty Interactive (QVCA), Brookdale Senior Living (BKD), Mattel (MAT), Sall Beauty (SBH), 

Zoetis (ZTS), Aramark (ARMK), Kellogg (K), Blue Buffalo (BUFF) 

 

Elliot Associates - Hess (HES), EMC, Citrix Systems (CTXS), Interpublic Group (IPG), CDK Global (CDK), Opus (OPB), 

Comcast (CMCSA), Allergan (AGN), Tim Participacoes S. A. (TSU), Polycom (PLCM), Mitel (MITL) 

 

Clinton Group - Pacific Mercantile Bank (PMCB), Energy Transfer Equity (ETE), Sherwin-Williams (SHW), Northstar Realty 

(NRF), AmerisourceBergen (ABC), Host Hotels (HST), Enterprise Devices (EPD), AES Corp (AES), Aetna (AET), Spirit Realty 

(SRC), Ensco (ESV), Diamond Offshore (DO) 

 

Engaged Capital - Jamba Juice (JMBA), Medifast (MED), MagnaChip (MX), Benchmark Electronics (BHE), Heartware 

(HTWR), Rovi Corp (ROVI), Horizon Global (HZN) 

 

Soroban Capital - Anheuser Busch (BUD), Williams (WMB), Autodesk (ADSK), Priceline (PCLN), NXP Semiconductors 

(NXPI), Air Products (APD), Pinnacle Foods (PF), Plains GP Holdings (PAGP), Oneok (OKE), ConAgra (CAG) 

 

Southeastern Management - Actuant (ATU), Wynn Resorts (WYNN), Tribune Media Co (TRCO), National Oilwell Varco 

(NOV), Rayonier (RYN), Consol Energy (CNX), United Technologies (UTX), Level 3 Communications (LVLT), Fed-Ex (FDX), 

McDonalds (MCD), AON PLC (AON), Google (GOOG) 

 

Trian Fund - General Electric (GE), Mondelez (MDLZ), Pepsi (PEP), Sysco (SYY), DuPont (DD), Bank of New York Mellon 

(BK), Pentair (PNR), Legg Mason (LM), Chemours (CC), Tiffany (TIF) 

 

Value Act - Microsoft (MSFT), Valeant (VRX), Halliburton (HAL), Twenty First Century Fox (FOX), Baker Hughes (BHI), 

Motorola Systems (MSI), CB Richard Ellis (CBG), Agrium (AGU), American Express (AXP), Allison Transmission (ALSN), 

Armstrong Worldwide (AWI) 

 

Taconic Capital - General Motors (GM), Ally Financial (ALLY), Mylan (MYL), Ashland (ASH), eBay (EBAY), Cameron 

International (CAM), Men’s Wearhouse (MW), Fossil (FOSL), Huntsman (HUN) 

 

Sandell Asset Management - Bob Evans (BOBE), Brookdale Senior Living (BKD), Ethan Allen (ETH), Qualcomm (QCOM), 

Yahoo (YHOO), Windstream (WIN), Vivint Solar (VSLR), SunEdison (SUNE), Ally Financial (ALLY) 

 

Marcato Capital - Bank of New York Mellon (BK), Goodyear Tire (GT), Avis (CAR), NCR Corp (NCR), Sotheby’s (BID), 

United Rentals (URI), LPL Financial (LPLA), Lear Corp (LEA), MDC Partners (MDCA), Virtus (VRTS), Epiq Systems (EPIQ) 

 

Red Mountain Capital Partners - Air Transport Services (ATSG), Decker Outdoors (DECK), iRobot (IRBT), Encore Capital 

(ECPG), Marlin Business Services (MRLN), Destination XL (DSTG), Nature’s Sunshine (NATR), Hawaiian Telecom (HCOM) 

 



Blue Harbour - Investors Bank (ISBC), AgCo (AGCO), Xilinx (XLNX), Rackspace (RAX), BWX Technologies (BWXT), AvNet 

(AVT), Allscripts (MDRX), Rowan Companies (RDC), Progressive Waste Solutions (BIN), Babcock & Wilcox (BW), Globe 

Specialty Metals (GSM), Fossil (FOSL) 

 

Fir Tree - CDK Global (CDK), Interpublic Group (IPG), Allergan (AGN), Hertz (HTZ), Williams (WMB), Avis (CAR), Teva 

Pharmaceuticals (TEVA), Cadence Design (CDNS), Advanced Auto (AAP), Yahoo (YHOO), Metlife (MET), Netscout (NTCT) 

 

Notable Hedge Funds Top Holdings 

Most Concentrated Hedge Fund Names (In Order of Number of Holders with Stock in Top 10 Holdings): AAPL, MSFT, JNJ, 

XOM, GE, JPM, WFC, BRK/B, FB, PEP, PFE, PG, GOOGL, DIS, AMZN, GILD, CVS, HD, V, T, VZ, INTC, CSCO, AGN, C, BAC, MA, 

KO, NKE, SBUX, CELG, AIG, WBA, MMM, ESRX, CMCSA, MRK, PCLN, IBM, UNH, ORCL, TWC, MO, ABBV, AMGN, CVX, VRX, 

TJX, MCD, PM, EPD, BA, DHR, PCP, WMT, BMY, GM, KMI, QCOM, MDT, TMO, UNP, ACN, USB, UPS, LOW, HON 

 

Largest Increases in Shares Held by % - PYPL, KHC, AR, T, FCX, DOW, AA, ECA 

 

Largest Decreases in Shares Held by % - TSM, S, MU, FOXA, XRX, QCOM 

 

The Big Ones (Top Holdings): 
 
Berkshire Hathaway (Warren Buffett) - WFC, KHC, KO, IBM, AXP, PSX, PG, WMT, USB, DVA, MCO, T, GS, CHTR, GM 

 

Soros Fund Management (George Soros) - AGN, AGRO, CY, DOW, FB, YPF, ZTS, ENDP, PYPL, EBAY, TWC, PLCM, CIT, VIPS, 

NEE 

 

Glenview (Larry Robbins) - HUM, MON, TMO, ABBV, FLEX, CI, THC, AET, ANTM, LH, CYH, MAN, ENDP, CDNS, PVH, CBS, 

HCA, WOOF, HTZ, AGN, CAR 

 

Renaissance Technologies (Jim Simons) - CL, NVO, ALK, VRSN, CMG, SIAL, NTES, LLTC, DPZ, CBOE, ALGT, RYAAY, MA, 

HSY, DUK 

 

Leon Cooperman - GOOGL, AGN, AER, AIG, CIM, MSI, ASH, SIRI, PFE, C, UAL, HRG, PCLN, TRCO, NAVI 

 

Paulson Co (John Paulson) - AGN, VRX, TWC, SHPG, HOT, TEVA, GLD, TMUS, MYL, AIG, STAY, GRFS, PRGO, MNK, HCA 

 

Appaloosa (David Tepper) - GM, HCA, DAL, NXPI, GT, WHR, AAPL, OC, PCLN, JBLU, GOOG, HUN, HDS, LUV, EXP 

 

Tudor Investment Corp (Paul Tudor Jones) - FB, NCR, PCP, TWC, BRCM, CNW, MRKT, CYN, WDAY, TRU, SIAL, GPK, 

GOOGL, SYA, CAM 

 

Duquesne Family Office (Stanley Druckenmiller) - FB, MSFT, HDB, WFC, AMZN, CTRP, WDAY, JD, ILMN, UA, EXPE, CCL, 

PCLN, RCL, PYPL 

 

Tiger Management (Julian Robertson) - NFLX, AMZN, JD, FLT, RH, VIPS, ATHM, TDG, MA, BUD, DATA, ETSY, TWC, GME, 

ONDK 

 

Bridgewater (Ray Dalio) - CTL, KO, ESV, AAPL, PEP, GOOGL, VZ, SYMC, MON, EMN, VIAB, KSS, NE, MOS, IP 

 

Fisher Asset Management (Ken Fisher) - AMZN, AAPL, V, PFE, JNJ, HD, WFC, DIS, AXP, JPM, MSFT, GE, UTX, BRK/B, 

CMCSA 

 

Millennium (Israel Englander) - DOW, CMCSA, AMZN, PPL, NBL, AEP, SLB, DISH, AEE, HFC, DTE, MCD, FB, QCOM, OXY, 

EQT 

 



Oaktree (Howard Marks) - STOR, TRCO, SBLK, DYN, ALLY, FBP, GNRT, DMND, EGLE, MTG, AIQ, BRFS, TSM, CX, ITUB, JD, 

IBN, TV 

 

Baupost (Seth Klarman) - LNG, VSAT, AA, PXD, AR, PYPL, PBF, EBAY, FOX, ATRA, THRX, FWP, OLN, FOXA, VRTV 

 

D.E. Shaw - MPC, PSX, BRK/B, TSO, GILD, GOOG, DOW, PCP, WMB, CF, SLB, VLO, LBTYK, FB, AMZN 

 

Farallon Capital (Thomas Steyer) - TWC, BRCM, SIAL, AGN, GOOG, CHTR, SIG, BEAV, HUM, CI, ALSN, ALTR, AMT, FOXA, 

SCHW 

 

Maverick (Lee Ainslie) - LBTYK, ARMK, GOOG, COMM, SABR, ST, TDG, SC, BUD, PFE, KSU, ARRS, RDN, AER, CIT 

 

Viking Global (Andreas Halvorsen) - AGN, WBA, GOOGL, AMZN, BRCM, LYB, VRX, AVGO, ANTM, PXD, APD, HUM, GOOG, 

LNG, CP, LH, TEVA, MA 

 

Adage Capital (Phil Gross and Robert Atchison) - AAPL, GE, MSFT, PBYI, BRK/B, PEP, WFC, DLTR, FB, PCP, AMZN, GOOG, 

APD, PG, JPM, BAC 

 

Lone Pine (Stephen Mandel) - VRX, PCLN, CHTR, JD, MSFT, AMZN, FB, FLT, MA, EQIX, AGN, NKE, V, WMB, ILMN, EA, LNG, 

STZ 

 

Two Sigma (John Overdeck and David Siegel) - GILD, ABBV, HD, GOOGL, TWC, AMZN, T, DD, VZ, ORCL, CMCSA, ETN, 

CBS, HAL, NKE, SLB, MRK, QCOM 

 

Highfields Capital (Jonathon Jacobson) - MCD, CBS, MSFT, BEN, DD, ICE, TEVA, MHFI, PRGO, TWC, AMT, APC, APD, 

GOOG, WBA, IRM, BEAV 

 

AQR Capital (Cliff Asness) - AAPL, MSFT, PFE, UNH, GILD, WFC, NOC, AET, VLO, CVS, NKE, AMGN, MPC, PEG, LOW, HD, 

ANTM, PG, PNC 

 

Discovery Capital (Rob Citrone) - AGN, BABA, ENDP, PFE, AMZN, NTES, AAPL, TWC, CVC, GOOG, BIDU, BIIB, TMUS, 

PRGO, CXO, YHOO, MCD 

 

Coatue (Phillipe Laffont) - AAPL, FB, NFLX, AVGO, CHTR, JD, EQIX, EXPE, ADBE, MSFT, AMZN, EA, AGN, ATVI, AMT, TWX, 

HAIN 

 

Hoplite (John Lykouretzos) - AGN, SEE, GOOG, GRA, STZ, WBA, GPK, TWC, MSFT, AVGO, VRTX, VRX, YUM, CTRP, LYB, 

ABBV, AET, JAZZ, WCN 

 

Point72 (Steven Cohen) - AMZN, GOOGL, ZTS, LULU, DK, MHK, CMCSA, LLY, OXY, NBL, IOC, SBUX, BERY, MSFT, WPX, 

COH, PPG, SLB, VC, PXD 

 

15 Under-Followed Funds (Top Holdings) 
 
Abrams Capital - WU, MSFT, WFC, BNED, BKS, OPB, MTW, CNL, INXN, ENT, VIP, MGI, CCO, KERX 

 

Altarock Partners - TDG, CHTR, MCO, LBTYK, MA, V, LILAK, IBKR 

 

Ashe Capital - ALSN, ST, MORN, LUK, LBRDK, LYV, LMCK, LMCA 

 

Bares Capital - CFX, ININ, HEI/A, RLD, AWAY, ECOL, FAST, IT, FDS, CRMT, WAT, NATI, MKL, VRSK, PAH, ANSS, IBKR, PII 

 

Brave Warrior - VRX, CMPR, JPM, MSFT, BAM, SCHW, HAL, EQIX, PRI, AR, BIP, CMCSA, BPY, TDW, BAC 

 



Brown Capital - CMN, MANH, TYL, ANSS, BLKB, NEOG, FEIC, TECH, MDSO, ACIW, CGNX, BCPC, NTCT, INCY, ABAX 

 

Cantillion - GOOG, FIS, ADI, ECL, WSH, HOG, BIDU, ST, ICE, SIRO, GWW, MHFI, AXP, CME, MSM, CMPR, CACC, ABEV, BITA 

 

Locust Wood - LVNTA, MCD, AGN, DVA, JPM, QVCA, KHC, KO, GOOGL, GRA, LMCK, TMO, DHR, BRK/B  

 

Levasseur - VRX, EQIX, TDG, IHS, AMT, FLT, PAH 

 

Marble Arch - VRX, TW, SPR, FLT, AER, CHTR, AZPN, APD, CDK, TDG, ADSK, AVGO, HZNP, TDOC, W, AMBA, WTW, VDSI 

 

Ratan - POST, COTY, CHTR, VRX, AGN, LBTYA, PF, ENDP, HTH, KHC 

 

Sachem Head - CDK, AGN, FIS, ZTS, APD, CHTR, KSU, PTC, TWC, AKRX, FOXA 

 

Tesuji - ST, NLSN, IHS, VRX, EQIX, TDG 

 

Turtle Creek - GIL, OTEX, MITL, CLH, HEI/A, TSCO, DSGX, TJX 

 

Triple Frond - SCHW, CHTR, LBTYK, TDG, MCO, DVA, PGR 

 

Hedge Fund Spotlight Trade Idea 

Brinks (BCO) became the focus of activist fund Starboard in March of 2015 and the fund increased their position to 

12.4% in October as they push for changes at the company. Starboard outlined in an October letter their intentions for 

the company to explore a merger with another cash logistics company as the 156-year-old company falls behind peers 

Loomis, Dunbar Armored, and G4S PLC. Starboard also is pushing for changes to executive compensation which will 

incentivize action. Starboard has publicly made clear they are willing to engage in a proxy with the company. The $1.43B 

security company trades at 14.65X earnings, 0.47X sales, and 8X cash with a 1.37% yield. The company recently lowered 

FY16 EPS and revenue guidance to $3B from $3.4B on exposure to Brazil and a reset of U.S. expectations to 6% operating 

margins in 2016. Currency headwinds have also made a notable impact on results and likely to continue into the new 

year. Short interest is 3.41% of the float, down sharply from March when it was 14.49%. The company doesn’t receive a 

lot of sell-side coverage but Gabelli upgraded shares in May to Buy with a $39 price target. On 12/9, a trader bought to 

open 2,500 June 2016 $30 calls from $2.90 to $3.05. 

 

Nielsen (NLSN) is the second largest position of Tesuji Partners, a more than $317M position at 7.129M shares. NLSN 

also saw a large insider buy in November, nearly $1M investment from Director James Atwood the head of TMT at 

Carlyle as well as from Global President John Lewis of more than $375K. The $17.23B media and marketing analytics firm 

focuses on audience measurement and metrics systems for advertisers and businesses. Shares trade at 16.4X earnings, 

2.79X sales, and 48X cash with a 2.37% yield. Earnings contracted in 2015 but expected to return to growth in 2016 with 

low double-digits forecast. The company reported a weaker-than-expected quarter in October with 5% YOY revenue 

growth ex-FX. They announced a $500M buyback program in December at their Analyst Day. The company announced a 

partnership with Facebook in September ahead of their much-anticipated launch of Total Audience Measurement (TAM) 

system which will gather metrics across all platforms. NLSN is facing growing competition from the recent merger of 

Rentrak and ComScore and potentially a new entrant in Comcast who expressed interest in late October. Short interest 

is 5.32%, rising steady from June when it was under 3%. Deutsche Bank raised their price target for shares on 12/14 to 

$50, they maintain a Buy rating while BMO Capital reiterated their $53 objective. 

 

 

 

 

 

 



Heico (HEI) is the third largest position for Bares Capital at 1.894M shares and fifth largest for Turtle Creek. HEI has also 

seen heavy insider buying with eleven different directors and executives purchasing shares in September. The $3.41B 

provider of replacement parts for aircraft and jet engines trades at 23.18X earnings, 2.87X sales, and 4.48X book with a 

small yield, 0.29%. The company reported a strong quarter on 12/15 with solid top and bottom line beats, revenue 

growing 12.5% YOY. HEI has been growing through acquisitions and recently announced a deal for Robertson Fuel 

Systems for $255M in cash, an accretive deal immediately upon closing. In August, the company announced a deal to 

purchase 80.1% of F-16 provider Aerospace and Commercial Tech, another immediately accretive deal, as well as a 

majority stake in privately-held Midwest Microwave Solutions. The company was named as CL King’s top aerospace and 

defense pick on 12/29. They maintain a $70 price target for shares. BAML raised their rating to Buy on 12/22 following 

the Robertson deal. Short interest is 5.27%, 5-year lows, and down from over 30% in 2012.  

 

Sensata (ST) is the sixth largest position for Maverick Capital and a top position for a handful of other, under-followed 

funds such as Tesuji Partners, Blue Ridge Capital, and Cantillion. The $7.83B maker of sensors and controls is a best of 

breed name at 14.97X earnings, 2.65X sales, and 30X cash with earnings forecast to grow in the mid double-digits over 

the next five years. The company announced a $1B acquisition of Custom Sensors and Technologies’s sensing portfolio in 

July and closed in early December, a highly cash generative deal which will be accretive within three years. The company 

strengthens ST’s position in key markets such as aerospace, agricultural, and medical devices. JP Morgan initiated shares 

at Overweight in October with a $62 price target. Shares have been under pressure since October with weakness in 

China auto sales and the company’s exposure to Volkswagen amid their emissions scandal weighing heavy. ST has a 

significant amount of auto exposure and weighted towards diesel vehicles. The company posted 26% YOY revenue 

growth in November.  Short interest is 6.61% of the float and higher since June when it was around 4.7%. On 12/21, a 

trader bought to open 2,000 March $45 calls at $2.05 to $2.30 in a large sweep.  

 

Markit (MRKT) is the 8th largest equity position for Tudor Investments and a new buy in Q3 at 1.025M shares. The 

company IPO’d in June 2014. The $5.41B financial services and information company trades at 19.8X earnings, 4.95X 

sales, and 19X cash with mid-single-digit earnings growth forecast. The company reported a strong quarter in November 

with earnings revenue growth 2.3% YOY and strength in their two largest businesses Information (+2.2%) and Solutions 

(+21.3%). Their processing business, which is the smallest by revenue, fell 15% and likely to continue to struggle in 2016. 

MRKT has maintained strong renewal rates, greater than 90%, and generating more than $250M annually in FCF. MRKT 

was one of the primary names bidding for Interactive Data in October losing out on the $5.2B deal to Intercontinental 

Exchange (ICE). The company closed two smaller deals in the Fall for CoreOne, a regulatory reporting company, and 

DealHub, an information services company for the FX markets. Short interest is 4.36% of the float. Institutional 

ownership rose 2.55% last quarter with other notable holders including Kerrisdale and White Elm. Barclays recently 

raised their price target for shares to $32. 

 

Decker Outdoors (DECK) is the second largest position for activist Red Mountain, a small-cap focused fund which runs a 

concentrated book and engages with companies in a manner similar to private equity. Red Mountain initiated a position 

in Q2 and raised their stake in Q3. It is 16.18% of their portfolio. The $1.57B company trades at 8.5X earnings, 0.86X 

sales, and 1.82X book with earnings expected to grow in the low double-digits next year. DECK follows a host of other 

‘cold weather’ names which have lagged late in 2015 due to warmer weather across the U.S. The company was positive 

at their 12/2 Analyst event on the amount of promotional activity built into the Holiday guidance and Canaccord was out 

positive noting that the risk to Q3 is much lower than anticipated. The firm keeps a Buy rating and $72 price target for 

shares. DECK posted a strong Q2 with Ugg sales up 0.9% with FX issues cutting short some numbers. In December, Brean 

Capital was out noting that DECK creates a unique acquisition target for VFC Corp (VFC) as it would boost their outdoors 

segment and compliments their existing footwear brands such as Vans and TBL. The firm sees Uggs as in the early-stages 

of International expansion. Short interest is 28.37% and higher from May when it was around 13.7%. It is well off 2012 

highs which was more than 44.5%.  

 

 

 

 

 

 

 



Autodesk (ADSK) has two activist investors involved with Soroban holding more than 15.4M shares and Sachem Head 

reporting a 5.7% stake in November. Sachem Head was formed by a protégé of Bill Ackman and previously worked at 

Pershing Square. The firm has discussed meeting with management to engage on such topics as cost structure, strategic 

plans and board composition. The $13.94B maker of software and services for architects and engineers has been 

transitioning to a subscription-based model and making strategic acquisitions in cloud such as IoT-based company 

SeeControl in August. Shares trade at 5.53X sales, 6.1X cash, and 31.4X FCF. ADSK shares have been under pressure in 

2015 on concerns the transition will take longer-than-anticipated as existing clients move off of perpetual licenses. The 

company reported a softer-than-expected outlook for sales and cut their outlook for billings/subscriptions in late 

November. The company now expects billings growth for FY16 to be 0.5-1.5% vs 2-4%. They maintained their long-term 

view with FY20 expectations of $3.5B in revenue on $1B in FCF. Operating margins are expected to be in the mid-20% 

range. Short interest in the name is 3.93%, up from 1.5% in March, and at 5-year highs. Other notable holders of stock 

include Clearbridge, Blue Ridge, Eminence who keeps ADSK as their top holding.  

 

Seasonality Charts 
 

In this section, I look at 20-year charts (or however far back the stock has traded) showing historical stock performance 

throughout the calendar year. Many stocks within the S&P 500 as well as many sectors demonstrate strong seasonal 

trends. These are not meant to be exact patterns for 2016 but a guide for looking at how some names have historically 

performed. Past performance is not indicative of future performance. Where applicable, I’ve included relevant earnings 

data which corresponds with the technical move. At the end, I’ve provided a “Model Portfolio” which looks at best 

performing stocks in each month to allow for creative, seasonality-based trades throughout the year. The turquoise line 

is the historical average while the grey line is 2015’s performance.  

 

 
 

The S&P 500 shows strong seasonal trends into May before becoming range bound ahead of a Fall rally. The early 

months in January and February tend to be flat to slightly negative as we move through the first big earnings of the year. 

The S&P 500 has had an August and October sell-off in four of the last five years. The strongest month for the S&P 500 is 

December which has closed higher seven of the last ten years with an average gain of 1.29%. The second strongest 

month is at the tail-end of the Spring rally in April with higher closes eight of the last ten years. Its weakest month is 

August with losses in four of the last ten years at an average return of -0.09%. 

 



 
 

Ametek (AME) outperforms the S&P 500 into July with shares averaging double-digit gains before Q2 earnings in early 

August. Its strongest month for returns is March, historically returning around 5%. October is the second strongest 

month at 4.5%. 

 

 
 



Owens-Illinois (OI) has a strong seasonal short trend starting in May and running through October where shares 

underperform the S&P. Its four worst months, historically, are sequential from June through September with the latter 

being its worst by percentage down on average 6.65%. August is its second-worst down 3.76%. Its best month is 

December, higher seven of the last eight years.  

 
 

Amgen (AMGN) shares have shown a strong tendency to outperform in the Summer months, typically rallying into Q2 

results in July where they have beat and raised in two of the last four years. Seventeen of the past twenty months of July 

have been positive for shares with an average return greater than 9%. 

 

 
 



Autonation (AN) shows strong seasonality in the Spring with shares typically making the majority of the year’s advances. 

Q1 earnings, which falls in April, tends to outperform the full year. Shares of AN are strongest in May, positive each of 

the past five years, with an average return of 3.75%. The second strongest month for shares is April. 

 

 
 

Caterpillar (CAT) has strong seasonal trends in the early Winter and Spring as it runs into Q1 earnings around the end of 

April. Its strongest month is April, the tail-end of the run-up, higher eight of the last ten years averaging a 7.43% return. 

Its weakest month is September which historically marks a bottom into year-end. Shares have trended month-to-month 

between +3% and -2% with April being a big exception.  

 

 
 



CBRE Group (CBG) has two strong seasonal patterns with shares running higher in the Spring and fading in the Summer. 

Shares historically start the year strong into Q4 and Q1 earnings with its two best months being consecutive in March 

and April. Shares have closed higher in March in nine of the last ten years with an average return of 11.23%. April is the 

second strongest month with shares higher in five of the last ten years at an average return of 9.7%. Its weakest month 

is August where shares have traded lower six of the last ten years with an average loss of 4.6%. 

 
 

Carnival Cruise Lines (CCL) has a strong seasonal trend into year-end with each of its four best performing months 

running consecutively from September to December. Its strongest month is December with higher closes in sixteen of 

the past twenty-five years including double-digit returns in three of the past seven years. It’s average December return is 

6% with November second at 2.84% return and September at 2.85%. CCL’s weakest month is August down more than 

1.5%. It shows strong seasonal trend lower from February to March as well with six closes of -4% or greater since 2003.  

 

 
 



CME Group (CME) has two strong seasonal trends to monitor. The first is a sell-off into Summer with July and August 

being its two weakest months by performance. Since it began trading in 2003, shares have fallen on average in July by 

1.85% and in August by 2.2%. The strongest trend is through year-end with an optimal entry following Q2 earnings, 

typically end of July. September is the strongest month for shares up on average more than 7% and higher each of the 

last three years.  

 

 
 

Salesforce.com (CRM) has a very simple trend each year which is outperformance ahead of their annual Dreamforce 

conference (expected mid-September in 2016). August and September are two of the company’s three biggest returns 

annually since it began trading in 2004 with August on average returning 1.5% and September returning 1.25%.  

 

 
 



Cognizant Technology (CTSH) shakes off the “Sell in May” axiom with strong outperformance from May through year-

end peaking with its strongest months of October and December. Shares also historically trade lower in April, its 

weakest month, into the inflection point with an average return of -0.95% for the month over the past twenty-five years 

and down each of the past four years by at least -4.7% or more.  

 

 
 

CVS Healthcare (CVS) shows strong trending higher from February into the Spring with relative outperformance to the 

S&P 500. Three of its strongest months of the year are consecutive from February to April with March being the best 

month for shares averaging a 3.61% return. February historically returns 3.12% with April at 2.16%. The strong run for 

shares typically comes into earnings from big cold and flu season months which is also front-run a bit with December 

being a strong month for returns averaging 2.5% since 1990.  

 

 



 

The Gap (GPS) has a strong seasonal trend lower from July through October with shares peaking in September, which 

averages a loss of 4.6% since 1990. Shares have closed lower each of the past four September months. November is the 

strongest month for shares closing higher five of the last seven years and historically averaging a 8.3% gain. SSS for the 

month have been positive three of the last four years.  

 

 
 

Disney (DIS) shows strong seasonal tendencies in the first quarter of the year with January and February outperforming 

as its two best months, each closing higher twenty of the last twenty-five years. The average January return for shares is 

4.4% while the average February return is 4.3%, buoyed by Holiday sales, strong film debuts, and theme park traffic. 

2016 likely another strong year with Star Wars: The Force Awakens already breaking sales records following its 12/17 

release. DIS shares also have a strong secondary trend to monitor which is a sell-off from June through the end of 

Summer with June, July and August being its three worst months historically. Shares have closed lower in August three 

of the last five years.  

 

 
 



Fed-Ex (FDX) has a strong seasonal trend higher into year-end with the surge in online shopping boosting traffic and 

earnings for the company. The four strongest months for shares are October through January with October closing 

higher each of the last five years and averaging a 5.3% return since 1990. November has closed higher by 2.65% with 

January averaging a 2.2% gain. The weakest month for shares is historically August. 

 

 
 

Goodyear Tire and Rubber (GT) has a notable inflection point for shares in June of each year, it’s second-worst 

performing month, which carries down into its worst month historically which is September where shares have averaged 

a 4.78% loss. June trades lower by 4.11% and has closed in the red seven of the last ten months.  

 

 
 



Hasbro (HAS) has a strong seasonal trend from February to May, with March being one of the strongest months of the 

year historically closing higher by 3.91% on average including each of the past ten years. February, April, and May have 

all closed higher on average by more than 3%.  

 

 
 

Scotts Miracle Gro (SMG) has strong seasonality on both the long and short side throughout the year with historically 

strong months of March, August, and October coupled with a weak consecutive month stretch of June and July. October 

is the best month on average with shares closing higher by 4.72% with August and March both closing above 4%. June is 

the worst performing month with shares down on average 3.68%.  

 

 
 



H&R Block (HRB) shows strong seasonality from the middle of May into July following the conclusion of tax season in the 

U.S. Shares have averaged a 3.5% gain for month of June. December is the statistically strongest month with shares 

closing higher six of the last seven years and averaging a 4.4% gain. April is the worst month for shares with an average 

loss of 2.45% and lower each of the last four years by more than 5%.  

 

 
 

Intuit (INTU) shows strong seasonal strength into year-end with September, October and November being three of the 

best months for shares. Historically, shares find a bottom in April/May before trading higher for the rest of the year. 

INTU’s best month by performance is October which closes higher by 8.05% on average. November has averaged a 

5.05% return since 1990 and higher each of the last three years. Its worst month is July which has closed lower by 2.65% 

historically although higher each of the last three.  

 

 
 



Intercontinental Exchange (ICE) has three distinct seasonal trends throughout the year. The strongest trend is February 

which has closed higher by 8.18% historically and higher each of the last six years (including four by double-digits). The 

second strongest trend higher is from September to December with October being the strongest month with an average 

close higher of 7.72%. On the short side, the consecutive months of July and August tend to underperform with an 

average close of -2.98% and -2.47% respectively.  

 

 
 

Lowe’s (LOW) has two strong seasonal trends throughout the year. Shares historically underperform from April to 

August with June the worst performing month trading lower seven of the last ten years by 1.27% on average. Shares 

historically are strong into year-end with November and December the two strongest months by return averaging 5.69% 

and 5.42% returns respectively.  

 

 
 



Nucor (NUE) has one of the strongest short seasonal trends in the entire market, trading weak from April through 

October each year by more than 12.5%. The worst performing month is August which has closed lower four of the last 

five years and averages a 3.09%. June averages a 2.27% loss. 

 

 
 

PayChex (PAYX) has a strong seasonal trend higher in the fall, running into year-end where many small businesses draw 

their services. Shares are strongest in September averaging a 6.5% return while October follows at 4.5% (November and 

December are also historically strong > 2%). The weakest month for shares is typically January which is down 0.5%.  

 

 

 



Rockwell Automation (ROK) has a strong seasonal short trend starting in June and running through October. The worst 

performing month for shares is June which averages a 2.8% loss while September, which typically marks a bottom for 

the year, averages a 2% loss. The best period for shares is Fall which sees shares ramp into year-end with the broader 

market. November averages a 7% return and higher sixteen of the last seventeen years.  

 

 

Building a Model Portfolio 

 

The following table looks at top long and short ideas for each month based on historical performance. Each stock listed 

has posted the strongest returns or weakest returns for the listed month. For example, January is the best month for 

Disney (DIS) shares throughout the 12-month calendar while it is the worst-performing month for UPS. This is merely 

meant as a starting point to consider how to possibly position throughout a calendar year while also considering some 

unique pair trades off of seasonality.  

 

Month Long Short 

January LNG, LVLT, XLNX, VLO, LSCC, LLTC, DIS PGR, CTL, UPS, UN, APC, OCN, ALL, YUM, KO, MUR, 

URBN, TE, FITB, T, COP, HIG, TAP 

February CDE, MDRX, PMCS, HP, VFC, KSS LVLT, CAG, CNP, AMZN, APOL, BBBY, SLM 

March FL, QCOM, CAR, AEO, BBBY, TJX, COF, 

SBUX, EOG, COP, CVX, PEP 

MDVN, ORCL, ARIA, SWKS 

April F, CTXS, GTI, SPN, SWN, BHI, UPL, AXP, 

BCS, COG, NFX, SLB, HAL, SM, YUM 

MDRX, INFY, QCOM, ATVI, BIIB, HRB, CELG 

May PWR, DLTR, UNH, TSN, RAI, SLM, BK, KO, 

CAG 

GS 

June ORCL AMD, WETF, WFC, SPN, IDTI, XLNX, SYMC, KATE, 

VLO, PNC, TSN 

July AMGN, CERN, HOG, BAX AKAM, PWR, NVDA, CA, A, CNX, GG, DDD, GLW, 

ATML, SM, CHK 

August GG, D CIEN, URI, STLD, FL, MT, F, ACAS, LUV, ASNA, CIG, 

PIR, SVU, DLTR, YHOO, BHI, NUE, HPQ, DIS, PCAR 

September AMZN, PAYX, NKE, T SUNE, SKX, LNG, AKS, ALU, CY, TER, LSCC, GT, 

TRMB, GPS, CX, GPK, CMI, ICON, PMCS, AA, TSM, 

ANF, LPX, AAPL, X, ROST, AMAT, HON, JNPR, BWA, 

LRCX, AVP, BSX, INTC, AIG, IR, MS, JPM 

October CA, INFY, INTU, ADBE, AAPL, VOD, ROST, 

CL, ADM, MSFT, EIX, GS, BEN, PG, SYY, 

BMY, WBA, PFE 

CDE, XOMA, AEM, NEM, RAD, AU, PAAS, THC, ETFC, 

XRX, HES 

November NVDA, GPS, GLW, CSCO, URBN, FLEX, A, 

UPS, MCD, EMR, WMT, LLY, MRK 

NVAX, ESV, DNR, RDC, ATW, NE, RIG, WFT, APA, 

PTEN, NBL, DVN, DO 

December AKS, LEN, KBH, VRX, GNTX, MOS, ESRX, 

TER, PHM, TOL, ADI, MAS, DHI, APOL, POT, 

KIM, SCHW, GT, IPG, CMCSA, LUK, TYC, 

DHR, HRB, MDT, UTX, UN, FOXA 

SRPT, BBY, AEO 

 



2015 2H Notable Insider Trades 

Stock Date Purchaser Purchase Price $ Value Current Price % Change 

DAL 12-22-2015 Director Francis Blake $50.83 $249,829 $51.94 2.18% 

QSR 12-18-2015 Director Milroy Thomas $36.52 $365,200 $37.13 1.67% 

MDVN 12-16-2015 Director Anthony Vernon $40.69 $610,350 $47.98 17.92% 

CFX 12-15-2015 Director Patrick Allender $23.41 $249,931 $23.17 -1.03% 

CI 12-14-2015 Director John Partridge $139.35 $1,229,055 $147.07 5.54% 

BLUE 12-09-2015 CEO Nick Leschly $51.75 $501,007 $65.66 26.88% 

WYNN 12-08-2015 CEO Stephen Wynn $63.61 $63,860,142 $68.34 7.44% 

UNP 12-07-2015 Director Michael McCarthy $78.06 $3,903,240 $78.34 0.36% 

HPQ 12-02-2015 Director Rajiv Gupta $12.00 $960,296 $11.64 -3.00% 

WMT 12-02-2015 Director Timothy Flynn $58.46 $584,587 $60.74 3.90% 

CG 12-03-2015 Director Anthony Welters $17.77 $444,285 $15.87 -10.69% 

ADI 11-30-2015 Director Bruce Evans $60.60 $605,990 $56.45 -6.85% 

JWN 11-23-2015 Director Philip Satre $56.89 $1,001,199 $50.34 -11.51% 

ON 11-23-2015 Director Daniel McCranie $10.20 $1,019,770 $10.00 -1.96% 

PATK 11-20-2015 Director Scott Welch $39.93 $391,353 $42.58 6.64% 

CXW 11-19-2015 Director Joseph Russell $24.65 $616,188 $27.26 10.59% 

MMS 11-19-2015 Director Peter Pond $52.27 $751,381 $57.12 9.28% 

SBH 11-19-2015 CEO Christian Brickman $25.35 $507,000 $27.91 10.10% 

EPC 11-19-2015 CEO David Hatfield $76.55 $382,750 $77.87 1.72% 

SCCO 11-18-2015 Chairman Velasco $26.30 $2,761,385 $26.27 -0.11% 

IILG 11-16-2015 CEO Craig Nash $15.39 $347,713 $15.91 3.38% 

CAR 11-16-2015 Director Jeffrey Fox $40.65 $406,500 $36.12 -11.14% 

APC 11-16-2015 Director Peter Fluor $60.81 $3,040,750 $49.67 -18.32% 

GPC 11-13-2015 CEO Thomas Gallagher $86.86 $260,580 $86.74 -0.14% 

TXRH 11-12-2015 CEO Kent Taylor $33.60 $1,008,000 $35.83 6.64% 

CF 11-12-2015 CEO, SVP, Sr. VP $47.00 $1,658,442 $42.24 -10.13% 

COST 11-11-2015 Director John Stanton $155.40 $1,553,968 $161.16 3.71% 

TWI 11-09-2015 CEO Maurice Taylor $5.30 $529,970 $3.96 -25.28% 

SPNC 11-09-2015 CEO William Drake $13.24 $503,283 $15.41 16.39% 

ARAY 11-09-2015 CEO Joshua Levine $7.12 $356,000 $6.83 -4.07% 

PZZA 11-09-2015 Director Kent Taylor $57.71 $495,759 $55.65 -3.57% 

FCN 11-06-2015 CFO David Johnson $35.95 $539,248 $34.82 -3.14% 

FEYE 11-06-2015 CEO and CFO $22.65 $815,800 $21.32 -5.87% 

NLSN 11-05-2015 Director James Atwood $47.75 $955,000 $46.96 -1.65% 

TUES 11-04-2015 Director Steven Becker $5.37 $547,111 $6.40 19.18% 

HWAY 11-04-2015 CEO and 3 Directors $11.45 $325,491 $13.13 14.67% 

ITT 11-03-2015 Director Geraud Darnis $38.83 $388,292 $36.36 -6.36% 

WBA 11-03-2015 Director Anthony Lederer $84.88 $848,800 $85.84 1.13% 

BOFI 11-03-2015 CEO Gregory Garrabrants $91.40 $609,638 $21.56 -76.41% 

KODK 11-03-2015 CEO Jeff Clarke $12.18 $243,542 $12.93 6.16% 

RCII 11-03-2015 CEO Robert Davis $18.42 $184,248 $14.96 -18.78% 

PBI 11-02-2015 CEO Bradley Lautenbach $20.81 $249,866 $20.54 -1.30% 

MACK 8/12 to 8/17 Directors Michael Porter and John Dineen $10.15 $1,450,000 $8.13 -19.90% 

MTZ 8-21 to 8-31 CEO, CFO, Directors $15.65 $11,500,000 $17.51 11.88% 

ATU 10-28-2015 Four EVP's $21.70 $1,549,384 $24.37 12.30% 



BIIB 10-27-2015 Director Alexander Denner $277.47 $86,015,700 $303.84 9.50% 

MDGN 10-06-2015 CEO, Directors, and Chief Officer $6.50 $1,449,981 $6.00 -7.69% 

WOR 09-28-2015 Director John Blystone $26.10 $522,000 $30.69 17.59% 

RDUS 09-28-2015 Chief Commercial Officer David Snow $69.79 $418,740 $60.53 -13.27% 

APOG 09-25-2015 CEO Joseph Puishys $46.11 $507,241 $44.70 -3.06% 

FIVE 09-25-2015 Director David Mussafer $33.35 $316,119 $32.08 -3.81% 

AMAT 09-24-2015 CEO Gary Dickerson $14.34 $430,200 $19.00 32.50% 

BOX 09-23-2015 Director Josh Stein $12.90 $258,100 $14.39 11.55% 

MHFI 09-18-2015 President of SNL Michael Chinn $94.78 $1,042,588 $97.47 2.84% 

CLI 09-17-2015 Director Jonathan Litt $19.95 $4,189,350 $23.45 17.54% 

CSS 09-16-2015 Director Rebecca Matthias $27.70 $553,707 $28.45 2.71% 

LAYN 09-15-2015 Director Nelson Obus $6.18 $432,492 $4.98 -19.42% 

DG 09-14-2015 CEO Todd Vasos $70.73 $304,119 $71.99 1.78% 

PCRX 09-14-2015 CFO James Scibetta $61.37 $306,850 $76.97 25.42% 

ISIL 09-11-2015 CEO Necip Sayiner $10.47 $398,050 $13.31 27.13% 

AVT 09-10-2015 Director James Lawrence $42.60 $1,989,420 $43.90 3.05% 

PX 09-09-2015 Preident and CEO Stephen Angel $103.56 $517,785 $103.78 0.21% 

CC 09-09-2015 President and CEO Mark Vergnano $9.25 $671,296 $5.40 -41.62% 

JOY 09-04-2015 President and CEO Edward Doheny $19.15 $478,750 $13.10 -31.59% 

ALB 09-01-2015 President, CEO Luther Kissam $44.01 $199,478 $56.75 28.95% 

MTSC 08-27-2015 Director David Johnson $60.33 $301,650 $63.79 5.74% 

KS 08-24-2015 CEO Roger Stone $20.91 $2,000,000 $22.64 8.27% 

APD 08-24-2015 CEO Seifi Ghasemi $134.71 $2,690,000 $132.60 -1.57% 

MJN 08-20-2015 Director Hawrd Bernick $79.95 $399,737 $78.85 -1.38% 

SEE 08-20-2015 Director Manning $54.00 $162,000 $43.99 -18.54% 

BSX 08-18-2015 Director Emeritus $17.50 $1,749,350 $18.73 7.03% 

APAM 08-18-2015 Director - Stephanie Dimarco $46.40 $2,321,826 $36.54 -21.25% 

SEMI 08-18-2015 CEO Sadasivam Shaker $13.30 $660,000 $8.11 -39.02% 

HTZ 08-17-2015 CEO, CFO, and CIO $18.20 $2,760,000 $14.14 -22.31% 

BJRI 08-17-2015 Patrick Welsh, PW Partners $46.61 $1,479,000 $44.47 -4.59% 

SHLM 08-13-2015 Director James Mitarotonda $34.96 $3,000,000 $31.16 -10.87% 

BID 08-12-2015 CEO Tad Smith $38.45 $2,380,000 $25.95 -32.51% 

 

 

 

 

 

 

 

 

 

 

 



Large 2016 Options Open Interest Positions of Note (Feb. 2016-Jan. 2017 Expirations) 

Bullish: 

Ticker Contract Size Price Date 

QLIK Feb. 2016 $37 Calls 7,500 $4.08 7/9/2015 

PGR Feb. 2016 $30 Calls 10,000 $1.45 7/15/2015 

GLW Feb. 2016 $19 Calls 13,500 $1.08 11/20/2015 

CDNS Feb. 2016 $22 Calls 5,000 $1.15 11/20/2015 

MDT Feb. 2016 $77.50 Calls 5,000 $2.40 12/3/2015 

WMT Feb. 2016 $62.50 Calls 10,000 $1.07 12/7/2015 

LVS Feb. 2016 $42.50 Calls 4,000 $1.87 12/14/2015 

UAL Feb. 2016 $65 Calls 10,000 $1.27 12/16/2015 

BKD Feb. 2016 $20 Calls 5,000 $1.30 12/23/2015 

HAIN Feb. 2016 $45 Calls 2,500 $1.20 12/17/2015 

NLSN Feb. 2016 $45/$48 Call Spread 6,000 $1.45 12/3/2015 

MSFT Feb. 2016 $60/$65 Call Spread 30,000 $0.66 12/2/2015 

DOW Feb. 2016 $55/$62.5 Call Spread 10,000 $1.37 11/25/2015 

AAL Feb. 2016 $44 Calls 7,500 $1.58 11/24/2015 

BLL Feb. 2016 $72.50 Calls 45,000 $3.00 8/5/2015 

OC Feb. 2016 $48 Calls 10,000 $1.80 6/22/2015 

EMR Feb. 2016 $50 Calls 24,000 $0.95 12/30/2015 

WYNN March 2016 $80/$100 Call Spread 8,000 $2.71 10/21/2015 

DNKN March 2016 $45 Calls 5,000 $1.35 11/20/2015 

GM March 2016 $38 Calls 5,000 $1.20 11/30/2015 

LULU March 2016 $57.5 Calls 5,000 $2.45 12/7/2015 

MGM March 2016 $21 Calls 10,000 $2.43 12/10/2015 

BABA March 2016 $85 Calls 5,000 $5.10 12/15/2015 

CRM March $85/$95/$105 Call Fly 3,000 $1.50 12/23/2015 

FSLR March 2016 $65 Calls 5,000 $1.70 12/10/2015 

SPWR March 2016 $25 Calls 5,000 $1.95 11/23/2015 

SBH March 2016 $25 Calls 3,500 $1.85 11/17/2015 

HRTX March $25/$40 Call Spread 6,000 $3.15 10/20/2015 

RTRX March $27.5/$35 Call Spread, Short $20 Puts 10,000 -$0.20 9/23/2015 

SHW Jan./March $300 Call Calendar 5,000 $2.20 8/7/2015 

WY April 2016 $27 Calls 3,000 $1.90 8/26/2015 

WFC April $52.50 Calls 10,000 $2.45 9/18/2015 

AET April 2016 $100 Calls 14,500 $12.10 10/23/2015 

TV April 2016 $30 Calls 5,000 $1.35 11/17/2015 

CELG April 2016 $120 Calls 3,000 $5.65 12/2/2015 

CTSH April 2016 $65 Calls 3,500 $3.70 12/2/2015 

INTC April 2016 $36 Calls 10,000 $1.14 12/22/2015 

TWX April 2016 $75 Calls 5,000 $1.04 12/24/2015 

YUM April 2016 $75/$90 Call Spread, Short $60 Puts 5,000 $2.15 12/15/2015 

AA April 2016 $10 Calls 15,000 $0.64 12/15/2015 

CMCSA April 2016 $65 Calls 6,000 $0.81 12/14/2015 

CMA April 2016 $50 Calls 63,715 $2.35 12/2/2015 

STAR April 2016 $14 Calls 5,000 $0.45 11/25/2015 

TSN April 2016 $44 Calls 5,000 $4.30 11/23/2015 

WDC April 2016 $65 Calls 8,250 $4.90 11/11/2015 

DEO April 2016 $140/$105 Bull Risk Reversal 28,500 -$2.45 10/26/2015 

UPS April 2016 $105 Calls 10,000 $2.30 9/1/2015 



AIG May 2016 $65 Calls 15,000 $1.97 11/10/2015 

HSY May $100 Calls 5,000 $0.75 11/18/2015 

TSO May 2016 $135/$150 Call Spread 10,000 $2.79 11/24/2015 

CSX May 2016 $28 Calls 7,250 $0.98 12/8/2015 

MXIM May 2016 $40/$45 Call Spread 5,000 $1.45 12/9/2015 

A May 2016 $45 Calls 5,450 $1.50 12/9/2015 

HAIN May 2016 $40 Calls 6,000 $3.65 12/11/2015 

CF May 2016 $45 Calls 4,000 $3.55 12/24/2015 

CNP May 2016 $19 Calls 5,000 $0.70 12/23/2015 

FCX May 2016 $7 Calls 10,000 $1.00 12/21/2015 

HLF May 2016 $70 Calls 3,800 $3.50 12/7/2015 

UNP May 2016 $80 Calls 5,000 $4.10 12/4/2015 

WIFI May 2016 $8 Calls 10,000 $0.55 11/17/2015 

BIIB June 2016 $350 Calls 3,000 $26.10 9/15/2015 

OZM June 2016 $7.50 Calls 10,000 $0.95 11/2/2015 

MCD June 2016 $110 Calls 9,000 $7.35 11/9/2015 

SHW June 2016 $290/$320 Call Spread 5,000 $6.80 11/13/2015 

ALLY June 2016 $20 Calls 30,000 $1.25 12/23/2015 

POST June 2016 $75/$90 Call Spread 5,000 $3.32 12/9/2015 

BCO June 2016 $30 Calls 2,500 $2.90 12/9/2015 

BIDU June 2016 $190 Calls 2,000 $12.60 10/28/2015 

GXC June 2016 $87 Calls 5,000 $1.45 10/21/2015 

NKE July 2016 $65 Calls 1,500 $3.90 12/24/2015 

UPS July 2016 $97.5 Calls 2,500 $5.20 12/24/2015 

STRZA July 2016 $37 Calls 6,300 $2.45 12/21/2015 

KHC July 2016 $75 Calls 2,500 $2.65 12/9/2015 

YUM July 2016 $72.5 Calls (Spread vs. $77.5 and $82.5) 5,000  12/29/2015 

PFE Sep. $34 Calls 10,000 $1.40 12/23/2015 

GE Jan. 2017 $30/$35 Call Spread 125,000 $0.52 2/27/2015 

LLY Jan. 2017 $90 Calls 10,000 $5.70 6/15/2015 

PYPL Jan. 2017 $40 Calls 6,500 $4.00 10/29/2015 

MCD Jan. 2017 $115 Calls 10,000 $6.65 11/4/2015 

MSFT Jan. 2017 $60 Calls 14,000 $2.74 11/5/2015 

ADSK Jan. 2017 $70 Calls 10,000 $6.20 11/5/2015 

ADSK Jan. 2017 $75 Calls 10,000 $4.65 11/5/2015 

CMCSA Jan. 2017 $70 Calls 10,000 $2.60 11/6/2015 

GPRO Jan. 2017 $40 Calls 25,000 $1.55 12/18/2015 

TWX Jan. 2017 $72.5/$60 Bull Risk Reversal 10,000 -$0.60 12/17/2015 

UNP Jan. 2017 $80/$65 Bull Risk Reversal 3,800 $0.00 12/16/2015 

AER Jan. 2017 $45 Calls 15,000 $4.15 10/2/2015 

UPS Jan. 2017 $120 Calls 20,000 $1.20 12/23/2015 

GIS Jan. 2017 $57.50 Calls 5,000 $3.82 9/10/2015 

WDAY Jan. 2017 $80 Calls 6,000 $13.85 8/27/2015 

IOC Jan. 2017 $40/$55 Call Spread 10,000 $4.30 8/24/2015 

BABA Jan. 2017 $100/$125 Call Spread 5,000 $4.10 7/17/2015 

CHTR Jan. 2017 $210/$150 Bull Risk Reversal 17,500 -$1.70 6/6/2015 

KORS Jan. 2017 $50 Calls 8,000 $6.70 5/28/2015 

XLNX Jan. 2017 $40 Calls 17,000 $1.30 3/26/2015 

QCOM Jan. 2018 $60 Calls 10,000 $3.00 12/18/2015 

 

 



Bearish: 

Ticker Contract Size Price Date 

CPB Feb. 2016 $50 Puts 11,500 $0.95 12/1/2015 

COP Feb. 2016 $47.50 Puts 5,000 $3.55 12/11/2015 

NOW Feb. 2016 $85 Puts 5,000 $5.70 12/11/2015 

LLTC Feb. 2016 $44 Puts 8,000 $2.35 12/17/2015 

HAS Feb. 2016 $65 Puts 17,000 $3.50 12/22/2015 

CCI Feb. 2016 $87.5 Puts 6,000 $2.50 12/23/2015 

WFT Feb. 2016 $8 Puts 20,000 $0.84 12/17/2015 

CAT Feb. 2016 $62.5 Puts 9,500 $2.25 12/10/2015 

TROX Feb. 2016 $5 Puts 7,000 $1.10 12/7/2015 

DE March 2016 $70 Puts 5,000 $2.70 10/13/2015 

CMI March 2016 $90 Puts 6,500 $3.00 10/28/2015 

VLO March 2016 $65 Puts 10,000 $2.48 12/1/2015 

CLR March 2016 $27 Puts 10,000 $2.95 12/7/2015 

MTW March 2016 $15 Puts 10,000 $1.00 12/7/2015 

CNQ March 2016 $19 Puts 12,500 $1.25 12/17/2015 

NWL March 2016 $45 Puts 3,500 $3.25 12/24/2015 

CPN March 2016 $12 Puts 20,000 $0.79 12/21/2015 

POT March 2016 $21 Puts 20,000 $0.62 8/20/2015 

HLT April 2016 $21 Puts 10,000 $0.90 11/25/2015 

WTW April 2016 $25 Puts 3,500 $3.60 12/2/2015 

MRO April 2016 $12 Puts 27,000 $1.21 12/16/2015 

CSCO April 2016 $27 Puts 13,000 $1.41 12/7/2015 

NAV April 2016 $10 Puts 6,000 $1.98 12/8/2015 

XOM April 2016 $70/$60 Put Spread 70,000 $1.05 11/12/2015 

MAT April 2016 $24 Puts 12,000 $1.95 11/17/2015 

DIS April $110 Puts 25,000 $5.05 11/6/2015 

SCCO June 2016 $21 Puts 10,000 $1.20 12/10/2015 

PXD June 2016 $100 Puts 2,500 $5.80 12/18/2015 

CXO June 2016 $80 Puts 2,800 $8.00 12/22/2015 

ALNY June 2016 $75 Puts 3,000 $8.80 12/17/2015 

CELG July 2016 $95 Puts 5,000 $3.10 12/28/2015 

ETE July 2016 $15 Puts 70,000 $4.15 12/7/2015 

FLO July 2016 $20 Puts 5,000 $1.05 12/3/2015 

CAT Jan. 2017 $50 Puts 5,000 $2.51 12/7/2015 

ESV Jan. 2017 $10 Puts 30,000 $1.30 8/18/2015 

HES Jan. 2018 $47.50 Puts 3,000 $8.92 12/18/2015 

X July 2016 $8 Puts 8,000 $2.25 12/29/2015 

LQD June 2016 $110 Puts 17,500 $1.65 12/29/2015 

 

 

 

 

 

 

 



DISCLAIMER: 

Data Accuracy: This report was prepared from 12-01-15 to 12-31-15 so some of the figures may not be 

exact as of the end of 2015, but due to the time-intensive nature of the project it was required.  The data 

provided is deemed to be reliable and was collected from multiple sources.  Charts are provided courtesy of 

Finviz.com, Tradingview.com, and various uploaded documents discovered online. 

Not Investment Advice or Recommendation 

Any descriptions "to buy", "to sell", "long", "short" or any other trade related terminology should not be seen 

as a recommendation.   

Content is for informational and educational purposes only. You alone will need to evaluate the merits and risks 
associated with the use of this content. Decisions based on information provided are your sole responsibility, 
and before making any decision on the basis of this information, you should consider (with or without the 
assistance of a financial and/or securities adviser) whether the information is appropriate in light of your 
particular investment needs, objectives and financial circumstances. Investors should seek financial advice 
regarding the suitability of investing in any securities or following any investment strategies. 

I am not a registered investment advisor. Opinions and trade recommendations are solely my own, and I advise 
everyone to know the risks involved with trading stocks and options. I encourage every trader to do his/her own 
research prior to making a trade, and be sure to know all the risks involved. 

 
No reference to any specific security constitutes a recommendation to buy, sell or hold that security or any other 
security. Nothing constitutes investment advice or offers any opinion with respect to the suitability of any 
security, and the views expressed on this website should not be taken as advice to buy, sell or hold any security. 
In preparing the information contained in this website, we have not taken into account the investment needs, 
objectives and financial circumstances of any particular investor. This information has no regard to the specific 
investment objectives, financial situation and particular needs of any specific recipient of this information and 
investments discussed may not be suitable for all investors. 

OptionsHawk Inc. assumes no liability for any consequence relating directly or indirectly to any action or inaction 
taken based on the information contained in this report. 

Any copying, re-publication or re-distribution of Provider content or of any content used on this site, including 

by framing or similar means, is expressly prohibited without prior written consent of Provider. 

This report is licensed to OptionsHawk Inc., prepared by Joe Kunkle. 

All rights are reserved. No license is granted to the user except for the user's personal use. No part of this 

publication or its contents may be copied, downloaded, stored in a retrieval system, further transmitted, or 

otherwise reproduced, stored, disseminated, transferred, or used, in any form or by any means, except as 

permitted under agreement with OptionsHawk Inc.  Violators will be prosecuted to the full extent of the law. 

 

 

 


