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NSIDE THIS [SSUE: Why The Market Hates Us

Follow This Measure 02 It is hard not to take it personally but for anyone following the trading of
the past two weeks, it is as if the stock market is mocking us. One day

A Breakout M&A Target p-3 .
things are great, the next day they are bad. One day the market shakes
off its negative undertones to trade meaningfully higher only to trade

KEY TAKEAWAYS

lower by day’s end. It can be maddening. If the stock market was a

= There is a bad volume metric no Jsentient being, | would say it is trying to teach us a lesson.
one seems to have uncovered.

One thing is for certain. Investors of all shapes and sizes, along with the
= When this metric does a 180, it is a

very bullish sign media, are on pins and needles regarding the recently increased

volatility. So, let’s put this in perspective.
= OQil, breakout stocks and the 3-Day

Rule will make you money this YStocks are up on average about 15% year-to-date. Just a couple of
summer months ago it felt as if the stock market was invincible and could only go
= Consumer and Semis are 2 places fhigher. Now, due to concerns over the potential of reduced monetary

to be easing, and economic problems in Asia we have lost faith in the stock
— This under $3 bank stock on the [market. What is crazy is that it only seems worse than it really is. For

OTCBB is rocking and could be a Jexample, stocks are down around 1% for the first half of the month,

takeover target which isn’t a calamity. It is an amazing thing to see how psychologically,
"_ we freak out over a little volatility and price reductions yet are border-
4 line arrogant about big returns.
KEY STATISTICS

As painful and difficult as it might be, it is okay and actually a good thing

Index Close ~ 2013 that volatility returns and we have price reductions in stocks. Modest
DJIA 15070 15.0% readjustments are a typical and expected result of big moves, regardless
S&P 500 1627 1a1% | Ofdirection.

NASDAQ 3424 13.4% When faced with choices, people tend to make the wrong decisions.

Russell 2K 981 15.5% However, when a broad market rally occurs, the mistakes are masked.

When volatility and stock reductions occur, the mistakes are magnified
, and anxiety sets in. This is where e feel as if the market hates us, won’t
(figures are rounded)

behave correctly and we view it with disdain. The best way to overcome

this situation is to remember we buy stocks, not the market. To succeed

in the present market, follow the right paths. What paths? Read on...
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Follow This Overlooked Measure

For the most part, the smart money actively seeks out leading indicators in order to correctly invest in both the stock
market, and in stocks. These leading indicators can be economic, market, or industry-based. In the absence of leading
indicators, one must refer to lagging indicators. As we referred to earlier, investors are a bit anxious and not as
confident about the market’s near term fortunes in recent months, as compared to 1Q13. A prime example of this skit-
tishness is stock volume. And this metric seems to be overlooked by everyone. On most of the market’s biggest down
days of Q2, volume in the S&P 500 Index rose above 4 billion shares traded, while on NASDAQ, volume exceeded 2 bil-
lion traded shares. However, even on big up days, volume was not nearly as high and in fact was very average.

This does not bode well. Until we have big up days with big volume, we will likely languish in the doldrums. Moreover,
the advance/decline ratio of NASDAQ stocks has been especially poor on down days versus other indices.

So where does that leave us, considering we are in a flat to down and very skittish environment?

Oil, Breakouts, and The 3-Day Rule

Oil prices are on the move, especially in the past week, as geopolitical conflict such as another war in the Middle East,
and the likelihood of U.S. involvement, underlines the severity of the situation. In fact, the moves higher have had a
role already in higher producer prices. If oil prices exceed the $100 mark again, they could rise an additional 10%,
which makes oil a place to be for the summer.

Chart I. WTI September 2011 (NYMEX) Price

(Source: NASDAQ.com)

W CL*1:97.85 O Vol 677617 10000 plys, consumer stocks had a great May—especially
in the auto sector and prices are rising again as are

g7 55
auto loan rates. As sectors, these are places to be

bEEOD . . .
in the near term, as is the semi arena, as we alluded

lgagn  to last week.

laapg  When the Adv/Dec line is poor and volume not so

hot, it is time to find momentum stocks that have
#0 broken out, especially in the sectors noted above.
Lag.on  Trying to find value and hoping for rises may not

occur. For all of you traders out there, remember
bEE .00

1000000

the 3-day rule. Sell breakout stocks after 3 days, as
500000 I

+eann the volume wanes and stocks decline.
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A Breakout M&A Target

Goldman
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It is not often that we profile M&A candidates, but when we do, the stocks usually get acquired for big premiums. (See
Charming Shoppes, Great Wolf Lodge, New Frontier Media, among others.) Nor is it often we talk about bank stocks,
let alone a troubled bank that is on the mend. In this case, the following bank stock has broken through year highs on
big volume and could be a takeover target as it continues its operating improvement.

First Mariner Bancorp (OTCBB — FMAR - $2.62) is a top-ten bank in the Baltimore area with $1.3 billion in total assets.

Let me remove my filter as | describe the Company’s history. The stock was an abortion dropping 90% over a few years
as the mortgage crisis hit them extremely hard. Frankly, it seemed as if Company policy was if you had a heartbeat, you
could qualify for a mortgage. There was a complete overhaul of the bank, key leadership including the beloved

founder left, and for the past year, after a failed financing, the Company has been slowly coming back to life.

Listed for a number of years on NASDAQ the Company trades on the OTC Bulletin Board and has seen a big rise in its
share price on strong volume since releasing its 1Q13 results a month ago. Although the Company recorded a net loss,
much of it was related to the disposition of $14.4M in non-performing assets which resulted in major asset quality
improvement for the 3" straight quarter. Across the board, FMAR showed improvement in deposits, loan quality,
expenses, etc. which indicates that the bank may have truly turned the corner. Thus, the stock has enjoyed a

rejuvenation.

However, we also believe that the stock has considerable upside based on word late last week that a bank comparable
in the Baltimore market is being acquired for a big premium. BCSB Bancorp (NASDAQ — BCSB) is being acquired by
another regional bank and based on certain metrics we believe that FMAR could prove to be an even more favorable
M&A target.

BCSB has roughly half of the assets of FMAR yet is being acquired for 40% more than First Mariner’s current market
cap. Obviously BCSB does not have the baggage that FMAR has. Still, if a bank wishes to have a major presence in the
market, FMAR would be the next likely target. Moreover, FMAR could be bought for a 50% premium to its current
price and its price/assets and other metrics would still be below that of the BCSB deal. Thus, we believe that as FMAR
continues its resurgence, the stock reaches the $5.00 in the coming months.

Until next week...
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1, Robert Goldman, hereby certify that the view expressed in this newsletter report accurately reflect my personal views about the subject securities and issuers. | also certify
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Disclaimer

This newsletter was prepared for informational purposes only. Goldman Small Cap Research, (a division of Two Triangle Consulting Group, LLC) produces research via two
formats: Goldman Select Research, which typically highlights small cap and mid cap companies, and Goldman Opportunity Research, which includes micro cap companies. The
Select product reflects the Firm’s internally generated stock ideas while the Opportunity product reflects sponsored research reports.

It is important to note that while we may track performance separately, we utilize the same coverage criteria in determining coverage of all stocks in both research formats.
Please view the company’s individual disclosures for each engagement, which can be found in each company-specific report. All information contained in this newsletter and
in our reports were provided by the Companies or generated from our own due diligence. Our analysts are responsible only to the public, and are paid in advance to eliminate
pecuniary interests, retain editorial control, and ensure independence. Analysts are compensated on a per report basis and not on the basis of his/her recommendations. The
Firm has not been compensated nor does it expect to be compensated for the any research services for any of the other companies mentioned in this newsletter. Please read
the disclaimers found on the initiation reports and updates for compensation disclosure and research subscription terms.

The information used and statements of fact made have been obtained from sources considered reliable but we neither guarantee nor represent the completeness or accu-
racy. Goldman Small Cap Research did not make an independent investigation or inquiry as to the accuracy of any information provided by the Company, or other firms. Gold-
man Small Cap Research relied solely upon information provided by the Company through its filings, press releases, presentations, and through its own internal due diligence
for accuracy and completeness. Such information and the opinions expressed are subject to change without notice. A Goldman Small Cap Research report, note, or newsletter
is not intended as an offering, recommendation, or a solicitation of an offer to buy or sell the securities mentioned or discussed. This report or newsletter does not take into
account the investment objectives, financial situation, or particular needs of any particular person. This report or newsletter does not provide all information material to an
investor’s decision about whether or not to make any investment. Any discussion of risks in this presentation is not a disclosure of all risks or a complete discussion of the risks
mentioned. Neither Goldman Small Cap Research, nor its parent, is registered as a securities broker-dealer or an investment adviser with the FINRA or with any state securities
regulatory authority.

ALL INFORMATION IN THIS REPORT OR NEWSLETTER IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, OR REPRESENTATIONS OF ANY KIND. TO THE FULL-
EST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, TWO TRIANGLE CONSULTING GROUP, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY
OR TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF
THIS INFORMATION BY YOU OR ANYONE ELSE (INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES THAT MAY RE-
SULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST EXTENT PERMITTED BY LAW, TWO TRIANGLE CONSULTING GROUP, LLC WILL
NOT BE LIABLE TO YOU OR ANYONE ELSE UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH RESPECT TO THIS
PRESENTATION OF INFORMATION.
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