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We have discussed the improvements in the intermediate-term picture in stocks recently.  The overall picture remains mixed, but 
last week’s strong rally built on the recent strength as the Dow Jones Industrial Average broke out of its sideways channel.     
 
The obvious, important question to investors is whether or not this is just a bear market rally, or is this the start of a new long-
term up trend?  Again, the overall picture remains mixed.  The short and intermediate-term trends are bullish, with longer-term 
indicators bearish.  Our strategy is simple.  We have stressed that this is a split market.  We believe that investors can profit by 
buying companies showing high relative strength while keeping in mind that a down trend can resume at any time.   
 
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 98% probability that the Fed will cut rates another 25 basis points to 2.00%, and a 2% 
probability of a 50 basis point cut to 1.75% when they meet again on April 30th.   
 
So far 101 companies have reported first quyarter earnings.  According to Bloomberg 57.4% have had positive surprises, 9.9% 
have been in line, and 32.7% have been negative.  The year-over-year average change has been -37.0% on a share-weighted basis, 
-16.2% market cap-weighted, and -26% non-weighted. 
 
The S&P 1500 (314.62) was up 1.792% Friday.  Average price per share was up 1.67%.  Volume was 114% of its 10-day average 
and 100% of its 30-day average.  82.54% of the S&P 1500 stocks were up on the day.  Up Dollars was 255% of its 10-day moving 
average and Down Dollars was 10% of its 10-day moving average.  For the week the index was up 4.33% on increasing but below 
average weekly volume.   
 
Options expire May 16th.  The FOMC meets April 30th.                                                                                                                     
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Wayne S. Kaufman
Text Box
The S&P 1500 moved aboveits April and end ofFebruary highs.  In doingso it ended a pattern ofconsecutive lower tops, and is now working on apattern of higher highsand higher lows.

Wayne S. Kaufman
Text Box
The RSI is at its highestlevel since October,although it is still underthe 65 level which is bearmarket resistance.

Wayne S. Kaufman
Text Box
The stochastic is nearingbut not yet overbought.

Wayne S. Kaufman
Text Box
The percent over 10-sma isalso nearing overbought.Less stocks are abovetheir 10-sma than in earlyApril, showing slightlyincreasing selectivity.

Wayne S. Kaufman
Text Box
26-week closing highs areat the highest level sinceDecember.

Wayne S. Kaufman
Text Box
Our price oscillator, agood indicator of trends,is positive for the long-est time since September.
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Wayne S. Kaufman
Text Box
The S&P 1500 has brokenout of a reverse head &Shoulders pattern.  Indoing so it ended a pattern of lower highs.It broke the February highs intra-day but not ona closing basis.  There ismore resistance above interms of price, a down trend line from the Oct-ober highs, and the 200-sma. 

Wayne S. Kaufman
Text Box
LS

Wayne S. Kaufman
Text Box
Head

Wayne S. Kaufman
Text Box
RS



Dow Jones Industrials          -          Wayne S. Kaufman, CMT

The Kaufman Report - 4/20/2008

August September October November December 2008 February March April

11500

11600

11700

11800

11900

12000

12100

12200

12300

12400

12500

12600

12700

12800

12900

13000

13100

13200

13300

13400

13500

13600

13700

13800

13900

14000

14100

14200

14300

14400Dow Jones Industrial Average

Wayne S. Kaufman
Text Box
The Dow Jones Industrialsbroke out from the side-ways channel they havebeen in.  They are stillbelow the 200-sma (redline) and the down trendline from the Octoberhighs is just above. 
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Dow Jones Transportation Average (4,813.72, 5,105.39, 4,795.57, 5,100.08, +286.22)

Wayne S. Kaufman
Text Box
The Dow Jones Transportscontinued their breakoutfrom a reverse head &shoulders pattern. Lastweek's breakout in theDow Industrials confirmsthe breakout in thetransports, and is abullish signal.  From achart perspective thedifference in the twoindexes at this time isthe DJIA is still below its 200-sma while theTransports are above theirs (red line).  Amove above its 200-smaby the DJIA after lastweek's breakout will havemany technicians declaringa new bull market.  
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Wayne S. Kaufman
Text Box
The S&P 500 remains belowits 40-week (red) and80-week (purple) movingaverages.  The 40-weekhas just crossed below the80-week.  The last timethis happened was March2001.  The 20-week movingaverage (blue) crossedunder the 80-week in February.  The last time that happened was December2000.  The patterns ofthese moving averages then and now are eerilysimilar.
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Text Box
82.45% of the S&P 1500 traded higher Friday, agood follow up to Wednes-day's 91%.  In March wesaid the multiple daysover 80% was bullish.

Wayne S. Kaufman
Text Box
We have a negative diverg-ence in the AD line, whichdid not exceed its April high.  Like the percentover 10-sma, this isshowing increased select-ivity.

Wayne S. Kaufman
Text Box
The 10-sma of 13-weekhighs is the highest sinceNovember.

Wayne S. Kaufman
Text Box
36.13% of stocks are overtheir 200-sma, the mostsince December.  

Wayne S. Kaufman
Text Box
Volume has expanded onthe recent rally days.



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

The Kaufman Report - 4/19/2008

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 (5)
0

100

200

300

0

100

200

300

Gaps Up (303)
0

50
100
150
200
250
300

0
50

100
150
200
250
300

New Low Reversals - 26-Weeks (2)
0

50

0

50

New High Reversals - 26-Weeks (17)

0.8

0.9

1.0

1.1

0.8

0.9

1.0

1.1
Kaufman Options Indicator (1.10)

290
300
310
320
330
340
350

290
300
310
320
330
340
350

S&P 1500 (310.86, 315.86, 310.86, 314.62, +5.54)

Wayne S. Kaufman
Text Box
Our proprietary optionsindicator hit extremelevels of bullishness,which preceded a pull backin stocks.  It is stillshowing a level ofbullishness which can leave stocks vulnerableto pull backs, but is ata level where rallies have continued.

Wayne S. Kaufman
Text Box
Panic-buying was evidentlast week with two dayswhere a huge amount ofstocks had unfilled gapshigher.
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Wayne S. Kaufman
Text Box
Our statistics of supply(red lines) and demand(green lines) are showingsome positive crossovers.However, this is more dueto a lack of sellers thana strong increase inbuyers.  For example,the 10-day averages ofup volume, up points,and up dollars are alllower than their 20 and50-day averages.  Tohave a bull market weneed to see an increasein demand.
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Text Box
10-year bond yields areabove their 20 and 50-sma.

Wayne S. Kaufman
Text Box
P/Es are rising as stocksmove higher and earningsand projections movelower.

Wayne S. Kaufman
Text Box
Spreads between earningsand bond yields havenarrowed as stocks andbond yields rise together.The spread based on theforward P/E is the lowestsince mid-January.

Wayne S. Kaufman
Text Box
Current and projectedearnings continue tomarch inexorably lower.
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