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Happy New Year!

Current Forecast

Currently at 5942, our current forecast for the S&P index is “a possible 6-8 week sell off down
from current levels to SPX 5710 and a possible SPX 4900 by March.” Our system indicates a sell
below SPX 5950.

At this time, however, it appears we may see a bounce in the broad index up to 6050-6350 in the
coming weeks. Let’s see if we can make some money on a bounce.

Current Allocation

Our current allocation of equities, gold and commaodities, and other asset classes through US
traded ETF’s is 100% invested 60% short the S&P via ETF ticker SDS and 40% long via ETF
ticker SSO. That trade is fine for now. That leaves us 100% invested. Updates to follow.

This year we are bring back our S&P Index Options Trades! We trade 20% of our investable
options funds into each trade. We only do five at a time so you can do all the trades (unlike most
journals which just keep throwing trades at you with no way to do them all).

We kicked things off with a Strangle of the S&P last week and tomorrow morning, at the open,
consider adding to positions with the purchase of 1 SPY April 560 Put Option at the open for
approx. $6 and the purchase of 1 SPY March 620 Call option at the open for approx. $5. That
leaves us 80% invested in our SPY options trades. Watch this!

We use Conditional Sell Orders so market makers can’t see your prices and take out your
order right before the ETF goes up. The idea here is to invest 20% of your investable assets into
each pick. A new weekly forecast comes out Monday before the open as usual.

Important Market Information

Past performance is no indication of future results. This journal content is the property of
Safety Harbor Capital and is not to be disseminated without permission. Consult your
investment advisor before investing in anything. Never put all your money into one
investment. No regulatory authority approves nor endorses this journal. Copyright 2005. All



rights reserved. These Market Notes are for members only and not to be disseminated without
permission of Safety Harbor Capital. All statements made herein are opinions only and not
meant as advice. Stock and options trading is not appropriate for everyone. Risk of loss in
trading stocks and options is great. Past performance is no indication of future results. No
regulatory authority including the CFTC endorses these market notes or any information
contained herein. All rights reserved. FOR CUSTOMERS TRADING OPTIONS, CHARTS ARE
PRESENTED FOR INFORMATIONAL PURPOSES ONLY. THEY ARE INTENDED TO SHOW HOW
INVESTING IN OPTIONS CAN DEPEND ON THE UNDERLYING SECURITY; SPECIFICALLY, WHETHER
OR NOT AN OPTION PURCHASER IS BUYING AN IN-THE-MONEY, AT-THE MONEY, OR OUT-OF-
THE MONEY OPTION. FURTHERMORE, THE PURCHASER WILL BE ABLE TO DETERMINE
WHETHER OR NOT TO EXERCISE HIS RIGHT ON AN OPTION DEPENDING ON HOW THE OPTIONS
STRIKE PRICE COMPARES TO THE UNDERLYING SECURITY PRICE. CHARTS ARE INTENDED TO
IMPLY THAT OPTION PRICES MOVE IN TANDEM WITH THE UNDERLYING SECURITY. IN FACT,
OPTION PRICES MAY ONLY MOVE A FRACTION OF THE PRICE MOVE IN THE UNDERLYING
SECURITY. IN SOME CASES, THE OPTION MAY NOT MOVE AT ALL OR EVEN MOVE IN THE
OP5POSITE DIRECTION OF THE UNDERLYING SECURITY.



