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Tis the Season to Make Money… 

…buy, buy, buy, buy, buy, buy, buy, buy stocks. 
 
We talk a lot about seasonality because most investors’ gains 
occur during big, but short runs in the market, and from Nov/Dec 
– Jan. What is great about the last 2 ½ weeks of December is 
that all of the institutional window dressing/selling is done. Plus, 
all selling for tax purposes or the selling of small cap losers by 
individuals has passed. As a result, many small cap stocks are 
temporarily low. Thus, portfolio managers and individual 
investors alike are buying stocks for 2-6 month holding periods.  
 
As a result, this is prime time for followers of the January Effect.  
 
There are multiple definitions of the January Effect, and with 
each passing year, it starts earlier. In a nutshell, the January 
Effect is a Wall Street moniker for the belief that small cap stocks 
outperform large caps from January through June, with the 
trigger based upon the above catalysts. In fact, this has occurred 
for 26 of the past 32 years, which is an 81% accuracy rate !   
 
I have known some very big fund managers that bought stocks in 
mid-late December during what is called the Santa Claus rally, 
rode gains in the first half of the year, sat on cash for 6 months, 
and then did it again!  
 
The well-regarded Ned Davis Research annually produces a list of 
its January Effect Stocks, which is generated by screening for the 
smallest 150 stocks in the Standard & Poor's 1500-stock index 
that also are among the 10% of stocks furthest from their 
calendar-year closing high. From 1996 through 2009, the 
portfolio returned an average of 8.6% from mid-December 
through the end of January, well above the 1.2% gain of the S&P 
500. 
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There are other interesting and seasonal strategies which we 
refer to as The January Investing Phenomena and we will 
introduce these as we get closer to year-end.  
 
In the meantime, how can you take advantage of the January 
Effect?  
 
We introduced 3 small cap stock buy ideas on November 23rd in 
our Special Thanksgiving Report. We are proud to say that 2 of 
the 3 are up big, with one down incrementally. Charming 
Shoppes (NASDAQ – CHRS - $4.78) is up 37% and Gluu Mobile 
(NASDAQ – GLUU - $3.41) is up 17% since our introduction. QC 
Holdings (NASDAQ – QCCO - $3.76) is down 2%. CHRS still has 
some room to move higher and GLUU and QCCO remain very 
attractive at current levels. These are not the only solid buying 
opportunities.  There is one more, whether you are a trader or an 
investor. But, first ask yourself…  

Is Online Trading Like Online Dating? 

When it comes to investing there are a number of old adages and 
sayings. One of the most famous adages uttered by traders to 
their buy-and-hold brethren is “don’t get married to a stock.”  
The connotation here of course is that buy-and-hold investors get 
so used to owning a stock and falling in love with its story that 
they have become wedded to it and thus incapable of rational 
thought. Or worse, they have lost the will to sell the stock, 
regardless of the hole it is putting in their portfolios. 
 
Conversely, I guess this means that most traders simply “date 
stocks.”  
 
I have often wondered if buy-and-hold investors are married 
longer and if traders are perpetual bachelors or serial spouses. 
But, I digress…. 
 
Regardless of whether one is a trader (bachelor) seeking the next 
great stock to own for a while or a buy-and-hold investor (spouse 
seeker) looking for a long term investing relationship, I think I 
have found the stock for you. 
 
I had to dig deep into the Goldman Small Cap Research database 
for this one. And, I don’t mind admitting I feel a little 
uncomfortable even mentioning it. But, as we have been 
stressing for a couple of weeks, seasonality is your friend.  
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Spark Networks, Inc. (NYSE: AMEX - $3.30) is one of the leading 
providers of online personals services in the U.S. and abroad.  
The key to the Company’s success, versus general online dating 
websites is its targeted approach. The Company dominates in the 
affinity category through its: JDate.com (largest Jewish dating 
website), ChristianMingle.com (largest Christian dating website) 
and BlackSingles.com among others, including those of the LDS 
faith. 
 
This approach has led to loyal, paying subscribers---and it is a 
huge business.  There are 100 million singles in the U.S. alone 
and the Company’s strong demographics make it much more 
likely that “browsers” are converted into subscribers. 
 
The proof is in the pudding. With a 27% year-over-year increase 
in revenue in and paying subscribers in 3Q11 Spark is growing 
very nicely. Revenue reached $12.7M for the period and total 
subscribers broke the 206,000 mark, despite Q3 being Spark’s 
softest quarter.   Plus, Spark has $13M in cash and no long term 
debt.  Clearly, its marketing efforts and targeted approach have 
provided solid results.  
 
You might be asking yourself: Why is LOV being recommended 
today? Simple.  
 
For you stock daters, you know it is the holiday season and that 
singles do not like to be alone during this time of year, especially 
as New Year’s Eve approaches. Subscriber growth and traffic 
tends to get a boost during this time of year, and continues on 
into the first quarter. 
 
For you buy-and-holders, the stock’s 52-week range is $3.80 – 
$2.85 and it is probably good for a run toward its 52-week high 
in the near term. Plus, considering the subscriber growth rate, it 
looks like it is poised approach $5.00.  At current levels the stock 
is trading at around 1.2x FY11 revenue, and if this pace and 
valuation hold, $5.00 in a year’s time seems like a slam dunk. 
 
So, if you like to date stocks or are looking to get wedded to one, 
try this dating stock that seeks to help turn daters into long term 
holders.    
 
 
Until next week… 
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Analyst: Robert Goldman 

Rob Goldman has over 20 years of investment and company research experience as a senior research analyst and as a portfolio 
and mutual fund manager. During his tenure as a sell-side analyst, Rob was a senior member of Piper Jaffray's Technology and 
Communications teams. Prior to joining Piper, Rob led Josephthal & Co.'s Washington-based Emerging Growth Research Group. In 
addition to his sell-side experience Rob served as Chief Investment Officer of a boutique investment management firm and Blue 
and White Investment Management, where he managed Small Cap Growth portfolios and The Blue and White Fund.  
 
 
Analyst Certification 

I, Robert Goldman, hereby certify that the view expressed in this newsletter report accurately reflect my personal views about the 
subject securities and issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
recommendations or views expressed in this research report. 
 
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 and Goldman Opportunity Research. 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 information used and statements of fact made have been obtained from sources considered reliable but we neither guarantee 
nor represent the completeness or accuracy. 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. Goldman 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 FULLEST 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 RESULT 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. 
 
For more information, visit our Disclaimer: www.goldmanresearch.com  

  

 


