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Timing Producer Hedging

As gold and silver prices fell inexorably late last year nu-
merous gold and silver mining companies began to recon-
sider their anti-hedging postures. They began to discuss
effectively hedging their precious metals price exposure
using CPM Group’s hedging strategy that provides a floor
price, keeps most of the upside for the producers, and
typically have no up-front premium.

As prices rose over the past five months management at
many companies have backed away from the idea of fi-
nancially managing their companies’ exposure to the
prices of their products. That may be a mistake, and
prices may soften over the next few months. Gold and
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silver may not fall back to their December lows, but they
could decline significantly for a variety of reasons, in-
cluding seasonally weaker fabrication and investment de-
mand. Also, the velocity of the price increases in gold and
silver since December was fueled by massive short cover-
ing and historically large fresh long position building;
both of which are now in place and unlikely to continue.
The upward price pressure from such buying and short-
covering is behind the market now.

Seasonal price patterns sometimes get overruled by fun-
damental trends and economic conditions, but not typi-
cally. That is why they exist.

Silver Prices: 1 January2014to 13 May 2016
$/0z
24 1

20

12 -
14 15 16

Monthly Silver Price Seasonality

Historical AverageSince 1992

Seasonal Strength Seasonal Strength
02

102
101 101
100 - - 100
99 - 99
98 - 98
97 r 97
96 - 96

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Note: data isadjusted to give greater weighteing tomore recent data.

Historical Average Since 1992

Seasonal Strength Seasonal Strength

106 - r 106
104 ~ r 104
102 A - 102
100 A r 100
98 A r 98
96 F 96
94 A r 94
92 A r 92
90 A F 90
88 - - 88

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Copyright CPM Group 2016. Not for reproduction or retransmission without written consent of CPM Group. Market Alert is published weekly by CPM Group and is distributed via e-mail. The views expressed
within are solely those of CPM Group. Such information has not been verified, nor does CPM make any representation as to its accuracy or completeness. Any statements non-factual in nature constitute only
current opinions, which are subject to change. While every effort has been made to ensure that the accuracy of the material contained in the reports is correct, CPM Group cannot be held liable for errors or
omissions. CPM Group is not soliciting any action based on it. Information contained here should not be relied on as specific investment or market timing advice. At times the principals and associates of CPM

Group may have long or short positions in some of the markets mentioned here.



