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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) 
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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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The S&P 1500 failed toget through the resistancezone and has created athird lower top.  Thereis support just belowcurrent levels.

Wayne S. Kaufman
Text Box
Our oscillators are nolonger overbought, butonly the percent over10-sma is in the oversoldzone.

Wayne S. Kaufman
Text Box
Our price oscillator,which has a history as agood indicator of trends,is still positive.  Ofcourse, this market hashad very high whipsawrisk.



S&P 1500 Analysis          -          Wayne S. Kaufman, CMT

The Kaufman Report - 4/12/2008

February April May June July August September November 2008 February March April

280

285

290

295

300

305

310

315

320

325

330

335

340

345

350

355

360

365

370

375

4

b

a

3

5

c

S&P 1500 (307.83, 307.83, 301.14, 301.56, -6.27)

Wayne S. Kaufman
Text Box
The S&P 1500 was over-bought at resistance andhas pulled back, fallingthrough the 50 (blue)and 20-sma (green).Support is at 298.99 and297.02.



Nasdaq 100          -          Wayne S. Kaufman, CMT

The Kaufman Report - 4/12/2008

24 1 8
October

15 22 29 5 12
November

19 26 3 10 17
December

24 31 7
2008

14 22 28 4 11
February

19 25 3 10
March

17 24 31 7
April

14

1650

1700

1750

1800

1850

1900

1950

2000

2050

2100

2150

2200

2250

0.0%

23.6%

38.2%

50.0%

61.8%

100.0%

NASDAQ 100 (1,832.05, 1,833.14, 1,794.82, 1,798.72, -54.25)

Wayne S. Kaufman
Text Box
The Nasdaq 100 met resist-ance at the 38.2% re-tracement level.  It isstill above the 50-sma(blue).



Dow Jones Transports          -          Wayne S. Kaufman, CMT

The Kaufman Report - 4/12/2008

ugSep Oct NovDec 2006 Mar Apr May Jul AugSep Oct NovDec 2007 Mar Apr May Jul Aug SepOct Nov Dec2008 MarApr M

2.9
3.0
3.1
3.2
3.3
3.4
3.5
3.6
3.7
3.8
3.9

Relative Strength Comparative(S&P 500 Cash) (3.61176, -0.01958)
3400
3500
3600
3700
3800
3900
4000
4100
4200
4300
4400
4500
4600
4700
4800
4900
5000
5100
5200
5300
5400
5500
5600

Left
Shoulder

Head

Right
Shoulder

Head

LS
RS

Dow Jones Transportation Average (4,976.20, 5,037.11, 4,779.33, 4,813.86, -162.53)

Wayne S. Kaufman
Text Box
Transports broke out ofa reverse head and shoulders pattern butcouldn't get above theOctober resistance.  Theyhave fallen back to the neckline, which is verycommon, but a move belowthe 200-sma (red) will bebearish.  A move below theMarch lows would be verynegative.

Wayne S. Kaufman
Text Box
Transports have beenoutperforming the S&P 500.



S&P 1500 Analysis          -          Wayne S. Kaufman, CMT

The Kaufman Report - 4/12/2008

Sep Oct Nov Dec 2007 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 2008 Feb Mar Apr

10000
20000
30000
40000
50000
60000
70000
80000

x100000 10000
20000
30000
40000
50000
60000
70000
80000

x100000

Total Volume (3,926,620,416.0)

50 50

% Over 50-SMA (45.0700), % Over 20-SMA (52.4000), % Over 200-SMA (24.8700)

100
200
300

100
200
300

                      10-sma 13-Week Highs (91.1), 10-sma 13-Week Lows (32.3)

0 0

Cumulative Net Volume (-11,934,550,016.0)

10000

15000

10000

15000
Cumulative Net Points (8,271.07)

35

40

35

40
Average Price (34.9840)

0
5000

10000

0
5000

10000
Advance Decline (-658.000)

50 50

Advance % (7.23000)

300

350

300

350S&P 1500

Wayne S. Kaufman
Text Box
Only 7.23% of stocks traded higher Friday.

Wayne S. Kaufman
Text Box
Only 24.87% of stocks areabove their 200-sma. Thisis typical of bear markets.

Wayne S. Kaufman
Text Box
Interestingly, volumedecreased on Friday'spanic selling down day.



S&P 1500 Analysis          -          Wayne S. Kaufman, CMT

The Kaufman Report - 4/12/2008

un Jul Aug Sep Oct Nov Dec 2007 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 2008 Feb Mar Apr
0

100

200
300
400
500

0
100

200
300
400
500Gaps Dn (53.)

0

100

200

300

0

100

200

300

Gaps Up (2)
0

50
100
150
200
250
300

0
50

100
150
200
250
300

New Low Reversals - 26-Weeks (4)
0

50

0

50

New High Reversals - 26-Weeks (5)

0.8

0.9

1.0

1.1

0.8

0.9

1.0

1.1
Kaufman Options Indicator (1.10)

300

350

300

350
S&P 1500 (307.83, 307.83, 301.14, 301.56, -6.27)

Wayne S. Kaufman
Text Box
Our options indicator hasdropped sharply afterhitting overly bullishlevels.  Friday theput/call ratio hit 1.29,the highest since 1.483on March 17th.  Readingsabove 1.00 indicate fear.



S&P 1500 Analysis          -          Wayne S. Kaufman, CMT

The Kaufman Report - 4/12/2008

2006 Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep Oct Nov Dec 2008 Feb Mar Apr
5000

10000

15000

x10000 5000

10000

15000

x10000

Up Dollars 50-sma (136,838,096.0), Down Dollars 50-sma (141,451,296.0)
5000

10000
15000
20000

x10000 5000
10000
15000
20000

x10000

Up Dollars 20-sma (150,446,208.0), Down Dollars 20-sma (134,756,816.0)
5000

10000
15000
20000

x10000 5000
10000
15000
20000

x10000

Up Dollars 10-sma (133,103,256.0), Down Dollars 10-sma (97,794,568.0)
300
400
500
600

300
400
500
600Up Points 50-sma (531.160), Down Points 50-sma (534.750)

500 500

Up Points 20-sma (554.040), Down Points 20-sma (510.310)

500 500

Up Points 10-sma (506.500), Down Points 10-sma (407.220)

15000

20000

25000

x100000
15000

20000

25000

x100000

Up Volume 50-sma (2,063,360,640.0), Down Volume 50-sma (2,233,356,800.0)

15000
20000
25000

x100000
15000
20000
25000

x100000

Up Volume 20-sma (2,119,299,840.0), Down Volume 20-sma (2,248,899,328.0)
10000

20000

30000

x100000 10000

20000

30000

x100000

Up Volume 10-sma (2,071,669,120.0), Down Volume 10-sma (1,850,493,952.0)

Wayne S. Kaufman
Text Box
Volume has been light asboth bull and bears waitfor earnings news.



S&P 1500 Analysis          -          Wayne S. Kaufman, CMT

The Kaufman Report - 4/12/2008

un Jul Aug Sep Oct Nov Dec 2007 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 2008 Feb Mar Apr
15

20

15

20

EPS (14.9010), Est EPS (21.1280)

50

100

50

100
FPE TNX Spread % (101.893)

50 50
PE TNX Spread % (42.3426)

6.0
6.5
7.0

6.0
6.5
7.0

FPE YLD (7.00770)

5.0

5.5

6.0

5.0

5.5

6.0PE YLD (4.94070)

14
15
16

14
15
16

FPE (14.2700)
17
18
19
20

17
18
19
20

PE (20.2400)
3.5
4.0
4.5
5.0

3.5
4.0
4.5
5.0TNX - 10-Year Bond Yield (3.47100)

300

350

300

350S&P 1500 (307.83, 307.83, 301.14, 301.56, -6.27)

Wayne S. Kaufman
Text Box
Current and projectedearnings continue to drop.The huge spread betweenthe two can't remain formuch longer.
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Spreads between equityand bond yields remain atwide levels where stocksare attractive.  Of courseprojections need to be met, or at least notdrop sharply.
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The U.S. Dollar Index istrying to hold on to recentlevels.  There is a posit-ive divergence on theweekly RSI.
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