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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  I N THIS P UBLICATION IS  FOR INFO RMATIONAL PU RPOSES ON LY.  INVESTORS 
SHOULD CONSIDER THIS REPORT AS ONLY A SINGLE FACTOR IN MAKING THEIR INVESTMENT DECISION.  THIS 
INFORMATIONAL REPORT IS NOT AN OFFE R TO SELL OR  A SOLICITATION TO BUY ANY SECURIT Y IN ANY 
JURISDICTION WHERE  SUCH  AN OFFER OR SOLICITATION WOUL D BE ILLEG AL.  THIS REPORT HAS BEEN  
PREPARED AS A MATTER OF GENERAL  INFORMATION.  IT IS NOT IN TENDED TO BE A CO MPLETE DESCRIPTION 
OF ANY SE CURITY OR COMPANY MENTIONED, AND IS NOT AN OFFER TO BUY OR SELL ANY SE CURITY.  ALL  
FACTS AND STA TISTICS AR E FROM  SOUR CES BELIEV ED TO BE R ELIABLE, BU T ARE NOT GU ARANTEED 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 I NVESTORS.  THIS M ATERIAL DOES NOT TA KE INTO ACCOUNT Y OUR P ARTICULAR INVESTMENT 
OBJECTIVES, FIN ANCIAL SITU ATIONS O R ST RATEGIES.  BEFORE ACTIN G ON THE MATE RIALS HER EIN, YO U 
SHOULD CONSIDER WHETHER IT IS SUIT ABLE FOR YOUR PARTICUL AR CIRCUMSTANCES AN D, IF NE CESSARY 
SEEK PROFESSIONAL ADVICE.  IN VESTMENTS INVOLVE RISK AND AN INVESTOR MAY INCUR EITHER PROFITS 
OR LOSSES.  PAST PERFORMANCE  IS NO GUARANTEE OF FUTURE PERFORMA NCE.  TRADING AND INVESTMENT 
DECISIONS ARE THE SOLE RESPONSIBILITY OF THE READER.  
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We want to wish everyone and their families a happy, healthy, and prosperous New Year! 
 

Last Sunday (12/27) we said we expected a pullback in the near-term, and after printing a new high on 12/28 the S&P 500 abided and 
closed the week with a small loss.  During the last two weeks we discussed our concerns regarding too much bullishness on the part of 
call buyers and poor valuations based on the spread between equity and bond yields.  The optimism shown by call buyers has turned into 
slight pessimism based on our proprietary options indicator, which is good.    
 
Unfortunately the valuation dilemma remains.   Valuations based on spreads between equity and bond yields have narrowed dramatically.  
The spread based on aggregate earnings from continuing operations of the S&P 1500 and the 10-year bond yield is 7.13%, the lowest in 
years and below the 10.61% of July 13, 2007, which marked a very important short-term top.  Stocks are trading based on forecast 
earnings, which need to be met in order to sustain current valuations.    
 

The good news is sellers are still not aggressive and seasonality is positive.  Companies announcing guidance have been overwhelmingly 
positive.  In summary, we continue to follow the primary trend of the market, which remains up.  However, the current pull back 
may not be finished, and continuing our tradition of occasionally stating the obvious, disappointments in the upcoming earnings 
season will be met harshly.   
 

Therefore, with volume low and news able to create  sharp m oves in either direction, this r emains a bi furcated shor t-term 
trader’s market.  We repeat our advice of the last couple of months that positions investors don’t have a good reason to hold onto 
should be considered as a source of funds.  Based on the S&P 500 the short-term, intermediate-term and long-term trends are up.  
Traders should not hesitate to rotate out of lagging sectors and stocks and into leaders.   
 
 
 
 
 
 
 
 
 

S&P 1500 Data:      P/E:  24.29 
Percent over 10-sma:  42.27%.  Percent over 50-sma:  77.00% 
13-Week Closing Highs:  13.  13-Week Closing Lows:  13.  52-week closing highs: 10 
Kaufman Options Indicator:  0.97     Put/Call Ratio:  0.905.   New High Reversals:   82.  New Low Reversals:  0 
Volume:  +0.28% versus yesterday. 64% of the 10-day average.  56% of the 30-day average. 
Up Stocks: 9.08%.  Up Volume:  13.03%.  Up Points:  3.35%.  Up Dollars:  0.34%,  1% of 10-sma.  Dn Dollars 379% of 10-sma. 
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The 30-minute chart of the S&P 500 shows it broke out of its sideways channel and has fallen back to the area of the breakout.  This is very normal behavior.  On this chart momentum indicators are oversold, so we would expect to see a bounce at any time.
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The daily chart of the S&P 500 shows it is still above its 20-sma (green).  
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Momentum indicators are no longer overbought, but appear to still be working their way lower.
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Even with a weak close to the week the weekly chart of the S&P 500 shows a higher high and a higher low last week. 
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The Nasdaq 100 printed a bearish engulfing candle on its daily chart Thursday.
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After reaching overbought levels the percent over 10-sma is down to 42.27%.  Until December it reached the oversold zone every month since May, so we may be due here in January.
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The stochastic is showing a negative crossover from the overbought zone.
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Our price oscillator, a good indicator of trends, remains in positive territory.
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9.08% of stocks traded higher Thursday.

Wayne
Typewritten Text

Wayne
Typewritten Text
The AD line made a new high 12/24.
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Our proprietary options has moved from optimism to slight pessimism.  We prefer pessimism to bullishness.
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Our statistics of supply (red) versus demand(green) show that there has been a lack of conviction on the part of both bulls and bears.  Volume has been very light, but with fewer sellers than buyers the path of least resistance remains to the upside.  The low volume will probably change as we enter the new year and get into fourth quarter earnings season.  
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P/Es remain high while spreads between equity and bond yields have narrowed dramatically.  The spread based on aggregate earnings from continuing operations is the lowest in years. 
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