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Through the Looking Glass? 

 
With all due respect to the Dow Jones Industrial Average, the S&P 500 is the most popular broad market index used to gauge 
equity performance.  It closed Friday at 1332.83.  A look at a long-term chart shows that stocks are almost exactly where they 
were on April 8, 1999, when the index closed at 1343.98.  Simply put,  the U.S. stock market has gone nowhere in nine years!    
 
During this time we have seen the last stage of one bull market, a devastating bear market, and the beginning and end of another 
bull market.  However, in spite of some dramatic moves in each direction, when all is said and done, U.S. equities have made no 
progress.  As the Red Queen said to Alice “Now, here, you see, it takes all the running you can do, to keep in the same place.  If 
you want to get somewhere else, you must run at least twice as fast as that!”   
 
Some analysts point to historical valuations and other market data to make the case that the future will not be that different 
regarding the potential for upside in equities in the aggregate.  We agree with that assessment, and we think equities will not be 
very rewarding for the traditional buy and hold investor.  We believe in tactical asset allocation, and we think that investors must 
be willing to be very active in the process.  To blindly sit through round trips up and down just to end up in the same place seems 
like a complete waste of time.  Investors who want to outperform the major indexes must be willing to run twice as fast. 
 
We are now entering the heart of earnings season.  For the S&P 1500, which includes mid-cap and small-cap stocks as well as 
large-caps, actual earnings per share peaked in August at $19.76.  Currently they are $14.90, a drop of 25.6%.  Forecast earnings 
didn’t peak until February at $21.96.  Currently, they are $21.13, a drop of only 3.8%.  Both numbers continue to decline.  Does 
it make sense for actual earnings to drop by so much and forecast numbers by so little?  Will the analysts get it right, in which 
case stocks will look undervalued, or is this going to be an example of the old saying, “hope springs eternal”?  The next three 
weeks will give market participants the answer, and we advise everyone to stay on their toes.    (Continued) 
 
    
  
 
   



 

The reproduction of all or part of this publication or its contents in any manner is a violation of federal copyright law.  The Copyright Act imposes liability 
of up to $150,000 per issue for such infringement.  No reproduction or retransmission of this report or any part of it by subscribers or anyone else is 
authorized without written permission from Wayne S. Kaufman.  Copyright 2007-2008, Wayne S. Kaufman.  All rights reserved.   
 

The Kaufman Report 
Trade what you see, not what you think. 

Monday April 14, 2008          Closing prices of April 11, 2008

  
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

IMPORTANT DISCLOSURES 
I, Wayne S. Kaufman, hereby certify that all of the views expressed in this research report accurately reflect my personal views about any 
and all of the subject issuer(s) or securities.  I also certify that no part of my compensation was, is, or will be directly or indirectly related to 
the specific recommendation(s) or view(s) in this report. 
THE INFORMATION PROVIDED IN THIS PUBLICATION IS FOR INFORMATIONAL PURPOSES ONLY.  INVESTORS 
SHOULD CONSIDER THIS REPORT AS ONLY A SINGLE FACTOR IN MAKING THEIR INVESTMENT DECISION.  THIS 
INFORMATIONAL REPORT IS NOT AN OFFER TO SELL OR A SOLICITATION TO BUY ANY SECURITY IN ANY 
JURISDICTION WHERE SUCH AN OFFER OR SOLICITATION WOULD BE ILLEGAL.  THIS REPORT HAS BEEN 
PREPARED AS A MATTER OF GENERAL INFORMATION.  IT IS NOT INTENDED TO BE A COMPLETE DESCRIPTION 
OF ANY SECURITY OR COMPANY MENTIONED, AND IS NOT AN OFFER TO BUY OR SELL ANY SECURITY.  ALL 
FACTS AND STATISTICS ARE FROM SOURCES BELIEVED TO BE RELIABLE, BUT ARE NOT GUARANTEED AS TO 
ACCURACY.  ADDITIONAL INFORMATION ON THESE SECURITIES AND COMPANIES IS AVAILABLE UPON 
REQUEST.  SECURITIES, FINANCIAL INSTRUMENTS OR STRATEGIES MENTIONED HEREIN MAY NOT BE SUITABLE 
FOR ALL INVESTORS.  THIS MATERIAL DOES NOT TAKE INTO ACCOUNT YOUR PARTICULAR INVESTMENT 
OBJECTIVES, FINANCIAL SITUATIONS OR STRATEGIES.  BEFORE ACTING ON THE MATERIALS HEREIN, YOU 
SHOULD CONSIDER WHETHER IT IS SUITABLE FOR YOUR PARTICULAR CIRCUMSTANCES AND, IF NECESSARY 
SEEK PROFESSIONAL ADVICE.  INVESTMENTS INVOLVE RISK AND AN INVESTOR MAY INCUR EITHER PROFITS 
OR LOSSES.  PAST PERFORMANCE IS NO GUARANTEE OF FUTURE PERFORMANCE.  TRADING AND INVESTMENT 
DECISIONS ARE THE SOLE RESPONSIBILITY OF THE READER.  

John Thomas Financial 
14 Wall Street, 5th Floor 
New York, New York 10005 
wskaufman@johnthomasbd.com 

Wayne S. Kaufman, CMT 
Chief Market Analyst 
(800) 257-1537  Toll Free 
(212) 299-7838  Direct 

The S&P 1500 was down on decreasing volume Friday, recording a panic-selling 90% down day.  We said Tuesday night that 
stocks were locked in a tight range just under resistance, but we expected some earnings news to move stocks sharply.  That news 
came in the form of negative reports from UPS and GE.   
 
Along with the bad report by GE, which caused the stock to have its largest one-day drop since the crash of October 1987, 
investors were treated to bad news from the Import Price Index and the University of Michigan Confidence survey.    
 
In last Monday’s report we said that due to various factors we expected to see stocks pull back, and hopefully find support at the 
50-day moving average.  Unfortunately Friday’s panic-selling pushed the index below both the 50-day moving average and the 
20-day.  The next short-term supports would be 298.99, the bottom of the big rally day of April 1st, and thereafter 297.02, the 
bottom of the end of March pull back.  In the S&P 500 these numbers are 1326.41 and 1312.81, respectively.   
 
In the short-term stocks are getting oversold, so we expect these supports to hold as investors wait for more earnings reports.  A 
break of these levels will be bearish and probably lead to a test of the bottom of the sideways channel we have been in since 
January 22nd.     
 
In the long-term, the trend remains down, and this remains a bifurcated, risky, opportunistic traders market with adept traders 
able to enter long and short.  Whipsaw risk is very high.  Investors need to be alert for sector rotation and not be afraid to move 
out of lagging stocks and sectors and into leading ones.   
 
Federal Funds futures are pricing in an 54% probability that the Fed will cut rates another 25 basis points to 2.00%, and a 46% 
probability of a 50 basis point cut to 1.75% when they meet again on April 30th.   
 
The S&P 1500 (301.56) was down 2.037% Friday.  Average price per share was down 1.95%.  Volume was 99% of its 10-day 
average and 88% of its 30-day average.  7.23% of the S&P 1500 stocks were up on the day.  Up Dollars was 8/10 of 1% of its 10-
day moving average and Down Dollars was 376% of its 10-day moving average.  For the week the index was down 2.716% on 
decreasing and below average weekly volume.   
 
Options expire April 18th (that’s Friday!).  The FOMC meets April 30th.                                                                                                     
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