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DIFFERING VIEWS

For every stock transaction, there is a buyer and a seller. Someone thinks the stock is going up, and 
someone else thinks it is going down or, at least, not up as fast as other opportunities.

I am always intrigued to read about differing views on the same topic.

Here is an example that I read today regarding the outlook for small-cap stocks. The fi rst is from 
RealMoney.com, and the opinion is bearish. The second is from SchaeffersResearch.com, and the 
outlook is bullish. 

Take your pick.

Bob Weir, B.Sc., B.Comm., CFA
Director of Research

Time for Small-Caps Is Over
 
The small-cap indices have underperformed the large-cap indices since the beginning of 2006. The problem 
now is that the small-cap indices are breaking down and giving long-term bearish signals. These companies 
are, by their nature, domestic and exposed to the full brunt of the housing/sub-prime/SIV disaster and any 
slowdown they may cause. The larger-cap stocks are able to benefi t from the strong international growth in a 
way the small-cap names are unable to. The weakness in small-caps is a picture of what the total market would 
be doing if the international story was not as strong as it is, and a warning that if international growth slows at 
all, the rest of the market will roll over and join the weakness we are currently seeing in the small-caps. Both 
the Russell 2000 and the S&P 600 have underperformed the S&P 500 since early 2006. We would attribute the 
transition of strength from small stocks to large as a recognition of the earnings growth coming from overseas, 
along with a signifi cantly weakening dollar. These are macroeconomic factors that are not going to help the 
small-cap names in the same way as the large- cap names. We don’t see either one of these trends ending 
anytime soon. -- John Hughes and Scott Maragioglio; RealMoney.com

Small-Cap and Mid-Cap Growth: Outlook Bullish
 
Outlook: Despite the fact that large-cap stocks continue to steal most of the headlines, we are seeing the most 
opportunity for momentum amid the small- and mid-cap sectors. While the Russell 2000 Index (RUT) was 
hit a bit harder last week than the broader S&P 500 Index, our favorite bullish opportunities from the mid-
cap sector held fi rm amid the concern regarding fi nancial stocks and the credit crunch. We still feel that the 
best pockets of opportunity and momentum reside within the small- and mid-cap sectors. Bernie Schaeffer; 
Schaeffer’s Research 
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