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In poker they say that “if you don’t know who the sucker at the table is, it’s probably you.” We think this expression is
applicable to the current stock market, and it’s obvious who the suckers at the table are. They would be investors who bought
into the buy and hold theory, the diversified mutual fund investors, and the managers of funds that must remain fully invested at
all times using a strategic allocation strategy. These players are unable to react to rapidly changing market conditions and are
unable to generate profits in a bear market the way tactical traders can. Therefore, while the media reports major indexes
entering bear market territory, and politicians search for the next scapegoat for supply and demand imbalances and economic
woes, tactical traders are able to steer their assets into ongoing bull markets in energy, commodities, and basic materials.

As we entered June we said we expected weakness for equities due to the breakdown of the bearish rising wedge on May 21%,
negative seasonality, and a lack of fundamental news flow. We also said it would be a good test of how aggressive sellers would
become. Once stocks retraced more than 50% of the March to May rally, we said the selling had become even more intense than
we expected. The S&P 1500 is now down 8.712% for the month. So far June 2008 is the tenth worst month in the history of the
S&P 500, and the Dow Jones Industrial Average is on its way to having the worst June since the Great Depression. The Dow also
had its lowest weekly close since August 2006.

Bad news in the form of record oil prices, projections of more writedowns in the credit markets, and weaker than expected
earnings forecasts by tech leader Research In Motion and others were the catalysts for another panic-selling 90% down day for
stocks on Thursday. This was the third 90% down day recently, the others being June 6™ and June 11".  We have stressed
numerous times since that second 90% down day that a market that does not respond to oversold conditions is dangerous.

In the short-term, our oscillators are all at oversold levels. Spreads between bond and earnings yields have widened to the best
levels seen in over two months. The spread based on forecast earnings is the widest since April 23, and is at a level where
historically stocks have been extremely attractive versus bonds. If earnings estimates are met in the coming earnings season, and
projections are not ratcheted down, in hindsight stocks will appear to have been undervalued at current levels.

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 75.3% probability that the Fed will leave rates at 2.00%, and a 24.7% probability of raising
25 basis points to 2.25 when they meet on August 5™

The S&P 1500 (291.52) was down 0.379% Friday. Average price per share was down 0.33%. Volume was 123% of its 10-day
average and 133% of its 30-day average. 34.41% of the S&P 1500 stocks were up on the day. Up Dollars was 619% of its 10-day
moving average and Down Dollars was 71% of its 10-day moving average. For the week the index was down 3.095% on
increasing and above average weekly volume. Options expire July 18"

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. | 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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Wayne S. Kaufman
Text Box
We knew the S&P 1500 would
break out of the falling
wedge soon, and it did on
Thursday.  Unfortunately, 
the break was down instead 
of up, taking it closer to 
a full retest of the March 
lows.  On Friday the index
printed a high volume
spinning top, showing
indecision on the part
of investors.  Since we
are near the March 
support, and with short-
term indicators oversold,
sellers may be letting up
to see if buyers start to
come back into the market.  
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S&P 1500 (292.63, 293.97, 290.11, 291.52, -1.11)
| |

350

300

Rel}atlve Strength Index (28. 6786)
~ \

N Y A |
% V .

4

|
|
|
|
|
|
1
S{ochastic Oscillator (8.381

80
70
60
50
40
30

100

u
o

I

a
o

|
|
|
|
|
|
|
1
26-Week Closing Highs (15), 26-Week Closing Lows (257) l
| |
|
|
|
|

1

\
‘ M\ “Hﬂ
I
I
A AWM A

I “W |

‘\H\ I 4

\ u‘ I \

(. “M\W | \
‘ w ‘ N |

LA A, W U\ \) !
- - L/ \

\\,—,,/ — /\/\_/\ U

500
400
300
200
100
0

\PI‘ICE Oscillator (-1. 48448

y\/
Al ‘HHMHHH\\ al, \HH\
\

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

1.0
0.5
0.0
-0.5
-1.0
-1.5
-2.0

The Kaufman Report - 6/28/2008

All  of our oscillators are

now in the oversold

This

zone.
is setting up great
entry points for long

trades.

New lows continue to

expand, but are still

lower than March and

January.

Our price oscillator, a

good indicator of trends,
turned on June
3rd. the S&P

1500 is down 7.03%. It

negative

Since then

is at or near levels

where oversold bounces

occurred in the past.
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Text Box
All of our oscillators are
now in the oversold zone.
This is setting up great
entry points for long
trades.

Wayne S. Kaufman
Text Box
New lows continue to
expand, but are still 
lower than March and 
January.

Wayne S. Kaufman
Text Box
Our price oscillator, a
good indicator of trends,
turned negative on June
3rd.  Since then the S&P
1500 is down 7.03%.  It
is at or near levels
where oversold bounces
occurred in the past.
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34.41% of the S&P 1500

traded higher Friday.

The Advance Decline line
and Net Cumulative Volume
have made new correction
lows, and point to lower
prices in the future.
Average Price Per Share
and Cumulative  Net Points
are still well  above
their March lows, high-
lighting the selective

nature of this market.

Although it can go into

single  digits, the percent
of stocks over their 20-
day moving average is in
the area where bottoms are

made.

Volume expanded during

Friday's sell  off.
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Text Box
34.41% of the S&P 1500
traded higher Friday.

Wayne S. Kaufman
Text Box
The Advance Decline line
and Net Cumulative Volume
have made new correction
lows, and point to lower
prices in the future. 
Average Price Per Share
and Cumulative Net Points
are still well above 
their March lows, high-
lighting the selective
nature of this market.

Wayne S. Kaufman
Text Box
Volume expanded during 
Friday's sell off.

Wayne S. Kaufman
Text Box
Although it can go into
single digits, the percent
of stocks over their 20-
day moving average is in
the area where bottoms are
made.
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Our proprietary options
indicator is just under
the neutral level. We
would prefer to see
greater  negativity.

New low reversals are
starting to increase, but
are still not at levels
seen at bottoms. This

could change in one day.
All that is needed is a
big sell off followed by
buyers rushing in.
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Our proprietary options
indicator is just under
the neutral level.  We
would prefer to see
greater negativity. 

Wayne S. Kaufman
Text Box
New low reversals are
starting to increase, but
are still not at levels
seen at bottoms.  This 
could change in one day.
All that is needed is a 
big sell off followed by
buyers rushing in.
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Wayne S. Kaufman
Text Box
All of our statistics of
supply (red lines) are
greater than our stats of
demand.  Simply put,
supply has been  
overpowering demand.

Wayne S. Kaufman
Text Box
Our 10-day statistics of
Down Points and Down
Dollars are not showing
the intensity of selling
seen in the past.  This
means that if buyers get
a reason to move off of
the sidelines, a sharp
price move higher could
take place. 

Wayne S. Kaufman
Text Box
The chart on the next
page shows the mountain
of cash sitting in the
accounts of NYSE
customers.


Customer Accounts - NYSE Data in Smillions Credit Balances
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Text Box
The last bar is
June 1, 2008
$110,660 million

Wayne S. Kaufman
Text Box
Compare the huge amount of cash today
to the huge margin debt at the height
of the tech bubble.
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Atter short-term

10-

reaching
overbought levels,

year bond yields have

retreated to the 50 and
20-sma, which have con-

verged.

Spreads between earnings
and bond yields have
widened as bond yields
and equities have plunged
in tandem. The spread
based on the forward P/E
level
Hist-

this

is at the widest
23rd.

a spread

since  April
orically,
wide makes stocks very

attractive versus bonds.

Current and projected
earnings have been rel-

atively flat for a while.

If estimates are met in
the coming earnings season
are not
in  hind-

appear

and projections
ratcheted down,

sight  stocks  will

to have been undervalued

at current levels.
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Text Box
After reaching short-term
overbought levels, 10-
year bond yields have
retreated to the 50 and
20-sma, which have con-
verged.  


Wayne S. Kaufman
Text Box
Spreads between earnings
and bond yields have 
widened as bond yields
and equities have plunged
in tandem.  The spread
based on the forward P/E
is at the widest level
since April 23rd.  Hist-
orically, a spread this
wide makes stocks very
attractive versus bonds.
Current and projected
earnings have been rel-
atively flat for a while.
If estimates are met in
the coming earnings season
and projections are not
ratcheted down, in hind-
sight stocks will appear
to have been undervalued
at current levels. 
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After a period

the U.S. Dollar

of strength
Index has
weakened and fallen back
below the 20 and 50-sma.
There are multiple areas

of support just below.

We have been commenting

that crude oil and

commodities have been

strong in spit of Dollar

weakness, showing real
With

now showing weakness again

demand. the Dollar

oil  and commodities have

broken out to new highs.

Last week we said gold
was trying to make a
bottom, and during the
week it rose $25. It is

probably into

the high 900s.

going back
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After a period of strength
the U.S. Dollar Index has
weakened and fallen back
below the 20 and 50-sma.
There are multiple areas
of support just below.

Wayne S. Kaufman
Text Box
We have been commenting
that crude oil and 
commodities have been 
strong in spit of Dollar
weakness, showing real 
demand.  With the Dollar
now showing weakness again
oil and commodities have
broken out to new highs.

Wayne S. Kaufman
Text Box
Last week we said gold
was trying to make a 
bottom, and during the 
week it rose $25.  It is
probably going back into
the high 900s.  
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