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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 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.  
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Chief Market Analyst 
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(212) 299-7838  Direct 

Last Sunday we quoted the Guns N’ Roses lyric that “nothin’ lasts forever, even cold November rain.”  That proved true as a six 
week decline ended with the S&P 1500 rising 1.736% for the week.  Stocks bounced from an extreme oversold condition which 
was aided by short-covering in financials. 
 
We believe that the bottom is in for the near-term.  Whether or not this becomes a longer-term bottom remains to be seen.  We 
are concerned that our proprietary options indicator never hit the bearish levels seen at prior important bottoms.  We are also 
concerned with the loss of leadership provided by the energy and materials sectors.  We have been pointing out since mid-June 
that markets that do not respond to oversold conditions are dangerous.  Last week’s bounce was not as strong as we would have 
liked to see if it was an important long-term bottom.  Therefore, until proven otherwise, we believe that any rally that occurs at 
this time will be a bear market rally.      
 
We are now entering the heart of second quarter earnings season.  So far 95 companies of the S&P 500 have reported.  According 
to Bloomberg, 73.7% have had positive surprises, 3.2% have been in line, and 23.2% have been negative.  The year-over-year 
change has been -32.6% on a share-weighted basis, -36.6% market cap-weighted, and -25.2% non-weighted. 
     
The current short, intermediate, and long-term trends are down, and we reiterate that this continues to be a bifurcated, 
opportunistic trader’s market, with adept traders able to take advantage long or short.  Investors need to be alert to sector 
rotation and should not hesitate to move out of lagging sectors and stocks and into leaders.  
 
Federal Funds futures are pricing in a 92.8% probability that the Fed will leave rates at 2.00%, and a 7.2% probability of raising 
25 basis points to 2.25 when they meet on August 5th. 
 
The S&P 1500 (287.14) was down 0.007% Friday.  Average price per share was up 0.22%.  Volume was 94% of its 10-day 
average and 111% of its 30-day average.  43.47% of the S&P 1500 stocks were up on the day.  Up Dollars was 44% of its 10-day 
moving average and Down Dollars was 63% of its 10-day moving average.  For the week the index was up 1.736% on increasing 
and above average weekly volume.  The S&P 1500 printed a hammer on the weekly chart.  Hammers are bottoming candles.   
 
Options expire August 15th.    
 



The Kaufman Report          -          Wayne S. Kaufman, CMT

The Kaufman Report - 7/20/2008

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

265

270

275

280

285

290

295

300

305

310

315

320

325

330

335

340

345

350

355

360

365

370

375

4

b

20-sma50-sma

a

200-sma

5

c

S&P 1500 (287.16, 287.65, 285.17, 287.14, -0.02)

Wayne S. Kaufman
Text Box
The S&P 1500 remains in 
an obvious downtrend. It
bounced last week after
reaching an extremely
oversold condition and
the lowest level since 
November 2005.  It is 
just below the 20-sma
(green) which is at 
289.16.  The retracement
levels of the plunge from
the May top to the July
low would be the 294 area
for a 38.2% retracement
and the 300 area for a
50% retracement.  
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Text Box
This indicator is derived
from 13-week highs and
lows.  It recently 
reached the oversold
level seen at tradable
rallies and important
bottoms. 
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Text Box
A hammer candle was 
printed on the weekly 
chart of the S&P 500.
Hammers are bottoming
candles.  The Jan. 22nd
low was a 38.2% retrace-
ment of the bull market 
of October 2002 to October
2007.  That number has
now been surpassed, 
making the 50% retracement
level at the 1172 area
the next target. 
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Text Box
After reaching the over-
sold zone our oscillators
have bounced, with the
percent over 10-sma
now just approaching the
overbought zone.

Wayne S. Kaufman
Text Box
Our price oscillator, a
good indicator of trends,
is rebounding after
reaching extreme oversold
levels.
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Wayne S. Kaufman
Text Box
43.47% of stocks traded
higher Friday.

Wayne S. Kaufman
Text Box
The Advance Decline line
made another multi-year
low on Tuesday. 

Wayne S. Kaufman
Text Box
During the week volume 
hit levels seen at prior
bottoms. 
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Text Box
Our proprietary options
indicator is slightly
negative, but never hit 
the levels of bearishness
seen at important bottoms.
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Wayne S. Kaufman
Text Box
Our 10-day statistics of
demand (green) have shown
improvement. Unfortunately
the 10-day average of
supply (red) is not 
pulling back that much.
All other time frames
still show negative
crossovers. 
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Text Box
Spreads between bond
yields and earnings yields
have plunged as equities
and bond yields rose in
tandem.  Unfortunately
bond yields may keep 
rising, and current and
forecast earnings continue
moving inexorably lower.
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Text Box
10-year bond yields broke
above 50 and 200-sma
last week and appear to
be headed higher.  They 
are not yet overbought. 

Wayne S. Kaufman
Text Box
The U.S. Dollar Index is
trying to hang on to its
recent range but seems
destined to make new lows
shortly.

Wayne S. Kaufman
Text Box
Oil put in a double top
and we think this confirms
a top for the near-term
at least.

Wayne S. Kaufman
Text Box
Gold reached our target
of the high 900s.  It is
retracing back to the 
breakout point at the 
946 to 955 zone before a
possible challenge of the
old high.
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Text Box
The energy sector is 
underperforming the S&P
500 and the Nasdaq 
Composite on a 20 and 50
day basis.  It is still
showing greater relative
strength on a 200-day
basis.
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