|TRUE SEASONALS

ONLY AT SUNSHINE PROFITS

Up to now there was no publicly available market analysis that combined seasonal influence with
the impact of derivatives. Sunshine Profits is proud to be the first to introduce it with True Seasonals.
This tool predicts future performance of precious metals, stocks, ETFs and other assets by analyzing
historical patterns. We’ve heen testing it for over a year now. And the accuracy of the predictions has
exceeded our expectations! This guide is intended to help you make the most of this amazing tool.

So, let’s get started.

True Seasonals has two basic tools.
The first identifies the seasonal influ-
ence on stock prices and assess the risk
connected with the stocks. This tool
indicates whether the prices of a stock are
usually higher/lower during a particular
part of year and whether the risk involved
tends to be relatively high or relatively
low. Various Internet blogs thrash out this
very subject, but this tool enables you to
confront the buzz with real data.

The second tool is similar to the first,
but instead of identifying the price level
and the risk throughout the whole year,
it identifies these qualities on the dates
of the expiration of derivatives, i.e. gold
futures and options, as well as stock
options. We designed this tool to
provide substantial evidence on wheth-
er or not the expiration of derivatives
influences the prices of precious metals.
This has been the topic of a longstanding
debate among precious metals investors.
This tool puts the debate to rest.

We combined these two functions to
produce True Seasonals, one of the most
comprehensive tools based on seasonal
influence and the first one to include the
impact of futures and options, making it
the best instrument to analyze recurring
price changes.

Seasonal influence — how does it work?
How can it help me?

PRICE AVERAGES

What has happened before is most
likely — under given conditions — to hap-
pen again. This is also true for the gold
market and for the broader precious met-
als market. You may assume that if the
rate of return on gold has been positive
for the last couple of years it will be posi-
tive this year as well. And what if the rate

of return on gold has been extraordinar-
ily good in specific periods of the year?
What if it has been significantly higher
in winter than in summer? You definitely
want to analyze such information to iden-
tify periods in which investing in gold is
particularly profitable. But why restrict the
analysis to gold only? Silver, stocks and
indices are all extremely interesting from
an investor’s point of view.

Such an assumption - that the past
has an impact on the future - is the
basis for the seasonal function of True
Seasonals. We have tracked the prices
of gold, silver, and stocks since 2002.
Not only did we research how precious
metals, stocks and indices had performed
annually, but also how they had performed
quarterly and in each and every month.
This in-depth study allowed us to
calculate the average prices (levels) of
stocks (indices) for each day of a year.

For instance, if you invest in gold on
January 1st, our analysis will be able to
indicate what the price of gold might be
on January 2nd, 3rd etc. This enables you
to check the predicted price of a stock
for every day of the year. Please keep in
mind that this is pertinent not only to gold
and silver, but also to stocks and indices.
Such knowledge — what the price of an
asset might be on a particular day of the
year — is crucial for making appropriate
investment decisions and to improving
your rate of return. In fact, it’s priceless.

Can True Seasonals help you when it
comes to real investments? No matter
how good something looks on paper, it
will not be useful if it doesn’t work in real
life. So, let’s consider a real situation with
real money in which real people faced
a real investment decision.

Please take a look at a medium-term
chart of the price of gold in 2010 (charts
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courtesy of StockCharts.com).
(Chart 1.)

One period that is particularly interest-
ing is the rally that started at the end of
August and lasted until mid-November.
At first, it seems that the trend was
directly upward and high profits could
have been made. However, we see
a break in the rally — in the first half of
September. This means that during
this short period the rate of return was
negative. In hindsight we know that
afterwards gold continued its rally but
on the 12th of September the situa-
tion was not that clear. Gold could have
plummeted and the rate of return could
have been negative. On September 12th
investors were not sure what to do — buy,
sell or hold.

Suppose that on September 12th your
position in gold is $100,000 and you are
not sure whether to buy, sell or hold.
This is precisely the moment when
True Seasonals can give you the
support you need.

A quick glance at the chart that gives you
the predicted prices for gold (derivative
influence: gold options) for the rest of
September tells us why.

(Chart 2.)

True Seasonals indicates precisely that
after a slump, gold will quickly recover
and continue its rally. What is more, if
you had invested your money with the
support of our tool you would have
considered selling gold during the first
10 days of September. Suppose you
had sold it on September, 9th when the
price of gold was $1255.00 - during the
next four days gold fell to $1243.75.

You would have saved almost $900 in
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four days (on one deal only). ($100 000
/ $1255.00) * ($1255.00 - $1243.75)
= $896. However, more importantly,
if you followed the indications of the
tool and bought gold on September
13th you would have gained ($100 000
/ $1243.75) * ($1307.00 - $1243.75)
= $5085 by the end of the month.
So, using True Seasonals could have
helped increase your result in Septem-
ber by almost $6000 (on two transactions
only). Although it sounds like magic, it

works. By using the True Seasonals chart
you see what the future is most likely
to look like.

Now, even more importantly, the tool
also predicted the price trend for the
entire month of September - the initial
rally, the slump and the subsequent rally.
This is why True Seasonals gives you
information you can wuse in real
investment. There is one more thing that
our tool can do. Used properly it can

protect you from losses. When investing
you use a combination of your intuition,
various tools and charts and informa-
tion you gather from a variety of sources.
True Seasonals can help you filter and
verify the data obtained from other
sources and act as a buffer in case
the data might mislead you into a bad
investment decision.

For example, perhaps you like to use
the RSI indicator to analyze market data.
(The Relative Strength Index (RSI)
is a momentum oscillator that meas-
ures the speed and change of price
movements. RSI| oscillates between
zero and 100.

Traditionally RSl is considered overbought
when above 70 and oversold when
below 30.)

The chart below (Chart 3.) shows both the
price of gold and the RSl in 2010. The RSI
is shown at the top of the chart.

As we can see, in the second half of July,
gold plummeted to reach the bottom at
the very end of the month. Please note
that the RSI did not indicate the slump
nor did it indicate the bottom. Now, let’s
look at the True Seasonals (derivative
influence: gold options). We are particu-
larly interested in the chart for July.

(Chart 4.)

The tool clearly indicates a significant
slump in the price of gold in the last week
of July. In fact, that is precisely what
happened. So True Seasonals were able
to verify the outcome of the RSI and point
to a more profitable decision - to sell gold.
If you had had a position of $100 000 in
gold and sold on July 22nd (the real price
was $1199.50) you would have saved
more than $2500 (on this one transac-
tion). ($100 000 / $1199.50) * ($1199.50
- $1169.00) = $2542.

This shows that True Seasonals is an
instrument that may help you verify
indications from other tools and
support your own intuition. It might help
you capitalize on situations when both
the other tools and your intuition miss
the mark. Using this tool exclusive to
Sunshine Profits gives you an advan-
tage and provides you with additional
informationthat carefully narrows downthe
essential factors and provides a straight-
forward answer to the question - buy,
sell or hold? This can be the difference
between profit and loss.

QUALITY OF PROJECTION

How reliable is True Seasonals? What
is the “quality” of the predicted prices?
Is it the same no matter what, or highly
precise at some times and less precise
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at others? Knowing this could help you
decide when it is imperative to use our
tool and when it is only optional.

Our research team has developed
a solution. Exclusively for this tool and
available only at Sunshine Profits, we
have designed and implemented a unique
measure: Quality of Projection (QoP).
You can immediately assess the
quality of the predicted price for a par-
ticular asset and decide if you want to
use True Seasonals in your investment

decisions. Moreover, QoP allows you to
compare the usefulness of predictions of
different stocks and choose the predic-
tion that suits your needs. QoP is based
on a 10-point scale where 10 means that
on a particular day the prices of the stock
were very stable and therefore the risk
associated with the prediction is rela-
tively low — the quality of the prediction is
extremely high and therefore needs to be
included in your analysis. By contrast,
0 and negative values mean that the
stock prices have been volatile and the

quality of prediction is extremely low.
The investment is riskier and the use of
True Seasonals is only optional.

Let’s use a concrete example to illustrate
how QoP works.

Here is how you could have used QoP in
the two examples mentioned above to
assess the risk. On no day does QoP go
below 9 - this means that in both cases
(September and July) the prediction of
the price of gold was highly reliable.
Let’s stress once again that this is real
data, and that real investment decisions
made during these periods using True
Seasonals plus QoP would have helped
you make profitable investments.

QoP also indicates when the quality of
prediction is low and when you should
consider factors other than seasonality
and the expiration of derivatives in your
investment decisions. Please consider
the following example.

Suppose that you had considered invest-
ing $100,000 in Golden Star Resources
Ltd. (ticker symbol: GSS) at the very
beginning of 2008. The investment was
intended to last for one year, until the
end of 2008. Now imagine that you used
True Seasonals (derivative influence:
futures) in your investment decision.
Let’s take a look at what the charts would
have looked like.

(Chart 5.)

It seems like Golden Star Resources
Ltd. is a profitable investment — there
is a prediction of a rise in price — from
$3.19 to $5.39. This would be a con-
siderable profit. However, if one takes
the QoP into account, it is clear that the
quality of the forecast is extremely low —
usually QoP does not adopt negative
values so when it does, the quality of
prediction is extremely low. Now, let us
take look at the real data and check what
really happened with the stock price
of Golden Star Resources Ltd.

(Chart 6.)

As we can see, during 2008 the stock
price of Golden Star Resources Ltd.
plummeted sharply from $3.19 to $1.00.
Now let us calculate the loss on the one-
year investment. ($100,000 / $3.19) *
($3.19 - $1) = $68,652. This means that
the proper use of True Seasonals would
have helped you save almost $69,000
from a $100,000 investment on this single
trade alone. This is a real example of how
True Seasonals combined with Quality
of Projection can support your investment
decisions.


http://www.gsr.com
http://www.gsr.com

Chart 5.

Chart 6.

DERIVATIVE INFLUENCE
- WHAT IS THE DIFFERENCE?

We have designed a quantitative method
to measure the influence of derivatives.

Derivatives do not expire on the
same day each month, therefore the
expiration of derivatives does not
fit in the simple seasonal scheme.
Derivatives expire on different days of
each month, quarter and year. Because of
that, we need to adjust the basic seasonal
pattern for the influence of derivatives.

Is the influence of derivatives strong
enough to make the prices drift away
from the basic seasonal pattern?

To answer that, we will again use a real
example.

Let’s take a look at the short-term chart of
the price of silver in 2010.

(Chart 7.)

One of the particularly interesting periods
is the period between October 18th and
October 25th. During this period the price
fell from over $24 to nearly $23. At first
glance the slump of only $1 may not seem
significant. However, considering that the
price fell during one week, the decline
is momentous. October 25th marks the
end of the slump. Here is where it gets
interesting. Gold options expired on
October 26th (gold futures expired
a day later on the 27th). When you look at
previous  months, similar  slumps
coincided with the expiration of deriva-
tives:

u August 23rd marked the end of
a decrease in the price of silver and Au
gust 26th was the expiration date of gold
options (a day later, the 27th was the
expiration date of gold futures).

u July 28th marked the end of
another slump and again we see that July
27th and July 28th were the expiration
dates of gold options and futures.

u May 24th marked the end of
a fall in price — and the expiration dates
of gold options and futures were on May
25th and May 26th.

Is this pure coincidence? Hardly.
It seems that the influence of derivatives is
important enough to be included in your
analysis. This is precisely what True
Seasonals does.

Now imagine that on October 25th 2010
you had $100,000 to invest in silver
and you were not sure whether silver
would lose strength or regain it. Imagine
that you had two tools to support your
investment decisions: a standard seasonal
analysis of the price of silver and our True
Seasonals. The first tool might not have
alerted you to the possible recovery of
silver—you might have been unaware of the
opportunity to capitalize on the price rise.
On the other hand, True Seasonals
includes the derivative influence.

Let’s take a look at the chart for October
(derivative influence: stock options).

(Chart 8.)

As we can see, the model clearly points
to a possible upward trend in the price
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of silver. Such an indication might
have led you to buy silver. The price
of silver on October 25th was $23.71.
On October 31st it was $23.96.

With a position of $100,000 this means
that you would have gained ($100,000
/ $23.71) * ($23.96 - $23.71) = $1,054
by the end of the month. You would
have gained more than $1,000 on this
single transaction in less than one week.
This could have been the value of
the additional information included
in True Seasonals.

Chart 8.

THE CONNECTION OF
TWO INFLUENCES

There is no other tool available on the
market that includes both seasonal in-
fluence and the derivative influence on
precious metals. With True Seasonals you
don’t have to look at two different indica-
tors — everything you need is in one place.
True Seasonals is one of the most
thoroughly tested instruments in our
tool box. Our research department has
developed and tested it for over a year
to make sure that it reaches the required

level of precision.

All the factors we tested verify that the
expiration of derivatives has an impor-
tant influence on various stocks. In fact,
we have discovered that derivatives seem
to have a stronger impact on precious
metals now than they did a few years ago.

TECHNICAL DETAILS

The range of applications of True
Seasonals is extensive. It can help you
determine which stock has been, on
average, the most profitable. It can
also help you discern whether there are
periods of the year particularly worth your
attention. True Seasonals is based on
data from the years 2002-2010. During
these years, on average, gold performed
better than silver. These years are marked
by a long-term bull market for precious
metals. However, as the bull market
matures it is highly likely that silver will
outperform gold. This is why you need to
stay tuned to our Premium Updates and
use True Seasonals along with Premium
Updates and our timely Market Alerts.

What about the short-term? How do pric-
es look in particular quarters or months?

You might want to take a closer look at
gold’s performance in the short term.

Let’s turn to the gold chart for the fourth
quarter of the year: October — December
(derivative influence: futures).

(Chart 9.)

Gold performs well in the fourth quarter
with a rate of return near 7% during this
period. What is more, the quality of pre-
diction is relatively high with values above
8. As a matter of fact, our analysis sug-
gests that the fourth quarter is the most
profitable quarter of the year. So now you
know the most profitable quarter. If you
want to invest in gold for the period of
three months, October — December is the
best time to do it.

What about devising a 12-month invest-
ment strategy? Our tool enables you to
do that easily. We already know that the
fourth quarter is the best one for gold.
However, it may be possible to make your
investment even more profitable. To see
how, let’s take a look at the gold chart for
the third quarter.

(Chart 10.)

The price of gold tends to fluctu-
ate around 0% until mid-September,
when it reaches the last bottom in that
quarter and then rockets. The quality of
prediction also  significantly rises
during this upward movement in price.
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So, in the third quarter, it is best to invest
in gold in mid-September and hold gold
until the end of the quarter. Now, if we
combine this knowledge with the fact that
during the fourth quarter gold performs
exceptionally well, it might be profitable
to invest in gold in mid-September and
hold it until the end of the year.

We could stop now, but there is more
to learn from the quarterly charts.
Is this really the best investment strategy?
Or could you hold gold longer to
maximize your profit? To answer that, we
need to glance at the gold chart for the
first quarter.

(Chart 11.)

This chart clearly indicates that gold
performs exceptionally well in Janu-
ary and that the upward trend comes
to an end at the beginning of February.
Once again, we need to combine this
knowledge with what we have learned
before. In short, it is best, on average, to
buy gold in mid-September and sell it in
the first days of February (the following
year).

You might ask: How about the remaining
second quarter? To waive any doubts,
let’s take a look at the gold chart for the
second quarter of the year.

(Chart 12.)

Chart 10.

According to this chart, the price of gold
at the end of the second quarter is, on
average, only 1% higher than at the
beginning. Because of significant slumps
in May and June, the second quarter, as a
whole, is not particularly profitable.

This only confirms what we have
suggested before: on average it is best
to buy gold in mid-September and hold
it until the first days of February (next
year). Knowing that, you can easily devise
a 12 month investment strategy: hold
gold during the aforementioned period
and move to other investments in the
period between February and mid-Sep-
tember. Obviously, this is only one of
numerous possible investment strategies,
and as such, serves as an example of how
you can use True Seasonals to give your
investments the required momentum.
You can use True Seasonals in your
own way, to develop your own, unique
investment strategies.

Our analysis confirms the popular
speculation that it is not profitable to
hold gold during the summer months.
However, it also suggests that, contrary
to popular views, the best moment to
sell gold is not May but the beginning of
February. On the other hand, the best
time to sell

silver is actually May. It turns out that
the expression sell in May and go away
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is more pertinent for silver than gold.
Further comments on the accuracy of sell
in May and go away can be found in our
Premium Update posted on May 14th,
2010.

Which month is the most profitable for
investing in gold and which is the most
profitable for investing in silver?

It is easy to answer this question when
you take a look at our monthly charts for
gold and silver. Below you will find the
November chart for gold as November
proves to be the most profitable month
to invest in gold (derivative influence:
options).

(Chart 13.)

Our analysis indicates that, on average,
your rate of return on gold may reach
almost 6%. If you invest $10,000 in gold
on November 1st and sell on November
31st, you might gain $600 (6% * $10,000
= $600) on this one deal alone.

What is more, the quality of prediction
remains particularly reliable through-
out the whole period as the Quality of
Projection indicator does not drop below
9. Thanks to True Seasonals you can gain
$600 in November.

However, if you examine the chart more
closely, you might notice that our tool
is able to find an even more profitable
strategy. Please notice that the price
of gold fluctuates in the first half of the
month only to rocket in the last two weeks.
Taking this into consideration, it might
be more profitable to invest in gold
on November 15th. In this case you
might gain $600 in only two weeks.
True Seasonals helps you to choose this
most profitable part of the year.

Now, let’s examine which month is the
most profitable to invest in silver.

You might think that it will be the same
as gold, since silver is strongly correlated
with gold. However, it turns out to be May
(derivative influence: options).

(Chart 14.)

The monthly rate of return on
silver is almost 7%. Once again, if you
invest $10,000 in silver on May 1st and
sell on May 31st, you can gain $700
(7% * $10,000 = $700) on this one deal
alone. However, there is an investment
strategy that is potentially even more
profitable. Looking at the monthly chart,
you notice that the price of silver is highly
volatile in May. The steepest rise in price
can be observed in the first week of May
giving you arate of return of more than 8%.

This leads to a simple conclusion: if you
invest $10,000 in silver on May 1st and
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sell on May 7th, you might gain over $800
(8% * $10,000 = $800) in just one week.

WHICH DERIVATIVE INFLUENCE
SHOULD 1 USE?

There are three derivative influences to
choose from: futures, options and stock
options. Each derivative influence is
useful in its own way and the clos-
er the expiration/termination day, the
stronger the influence. Therefore, which
ever expiration date is closest, that is the
influence to wuse in your calcula-
tions. You need to keep in mind that in
different months derivatives expire on
different dates.

If you do not want to track the
expiration dates of derivatives here
is a rule of thumb: Consider
using the stock options influence in the
middle of the month, and options/futures
influence in the last week of the month
and in the first week of the next month.
What is more, True Seasonals chooses
the most appropriate influence by default
so you don’t need to adjust it manually

FINAL WORD

This guide has explained the design
and logic behind True Seasonals, as
well as the best ways to use this tool for
precious metals investing. Even though
we can’t make any guarantees and all
investments are risky and no analyst and
no tool can predict the future with 100%
accuracy, in our opinion this tool will make
profiting on precious metals price swings
much easier. Now you can get the most
out of it right from the start. Head over
to the Investment Tools section, and
see how True Seasonals works for your
investment strategy.
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All essays, research and information found on the Website represent the analyses and opinions of Mr. Radomski and Sunshine Profits’ associates
only. As such, it may prove wrong and be a subject to change without notice. Opinions and analyses were based on data available to authors
of respective essays at the time of writing. Although the information provided on the Website is based on careful research and sources that are
believed to be accurate, Mr. Radomski and his associates do not guarantee the accuracy or thoroughness of the data or information reported.
The opinions published on the Website belong to Mr. Radomski or respective associates and are neither an offer nor arecommendation to purchase or sell
securities. Mr. Radomski is not a Registered Securities Advisor.

Mr. Radomski does not recommend services, products, business or investment in any company mentioned in any of his essays or reports.
Materials published on the Website have been prepared for your private use and their sole purpose is to educate readers about various investments.
By reading Mr. Radomski’s essays or reports you fully agree that he will not be held responsible or liable for any decisions you make regarding any
information provided in these essays or reports. Investing, trading and speculation in any financial markets may involve high risk of loss. We strongly
advise that you consult a certified investment advisor and we encourage you to do your own research before making any investment decision.
Mr. Radomski, Sunshine Profits’ employees and affiliates, as well as members of their families, may have a short or long position in any securities,
including those mentioned in any of the reports or essays, and may make additional purchases and/or sales of those securities without notice.
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