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Monday June 9, 2008 Closing prices of June 6, 2008

Last Sunday we said that with short-term seasonality turning negative, we expected to see some weakness for equities. We also
said that it would be a good test of how aggressive sellers would become, and we repeated our belief that pull backs would not be
deep. That test is now underway, courtesy of the biggest jump in the unemployment rate in 22 years and a huge spike in the
price of crude oil. Weakness in the U.S. Dollar also contributed to a panic-selling 90% down day for equities.

What a difference a day made, as Thursday’s big up day was erased by Friday’s plunge. In the short-term, our oscillators are
getting oversold, but not yet to an extreme. A bounce is possible after a 90% down day, but we feel this decline is not yet over.
The S&P 1500 seems headed for the 50% retracement level of the rally off the March lows. That targets the 305 area, which is
about 1.65% lower. The corresponding number for the S&P 1500 is the 1348 area.

We remain concerned about spreads between earnings yields and bond yields. On May 29" the spread between the earnings
yield based on the current P/E narrowed to the smallest level since July 13, 2007, which was an important top just ahead of a
sharp drop in equities. The spread based on the forward P/E was the smallest since January 3, 2008. However, we have seen
some improvement in forecast earnings, which after an extended decline have shown improvement and on June 4" were above
their level of April 25™. Also, as stock prices and bond yields moved lower in tandem on Eriday these spreads have widened
again to levels that should be supportive to stock prices as long as projected earnings do not begin to move down again.

We reiterate that this continues to be a bifurcated, opportunistic trader’s market, with adept traders able to take advantage long
or short.

Federal Funds futures are pricing in an 100% probability that the Fed will leave rates at 2.00%, and a 0% probability of cutting
another 25 basis points to 1.75 when they meet again on June 25"

The S&P 1500 (310.14) was down 3.048% Friday. Average price per share was down 3.0%. Volume was 121% of its 10-day
average and 123% of its 30-day average. 4.41% of the S&P 1500 stocks were up on the day. Up Dollars was 4/10 of 1% of its 10-
day moving average and Down Dollars was 448% of its 10-day moving average. For the week the index was down 2.622% on
increasing but below average weekly volume.

Options expire June 20". The FOMC meets June 25™.

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.




The Kaufman Report - Wayne S. Kaufman, CMT

1 S&P 1500 (319.89, 319.89, 310.00, 310.14, -9.75) l l -
| | | —
" | | ~ 350
| | —
1 _
) ,
- 300
| - 70
1 60
N _
T' - 50
| L A‘ ) ‘ : - 40
| | | -
1 1 1 - 30
Stochastic Oscnlator (Zh 7522) — 100
| -
| :
A
(ATY -
/ ! -
% Over,10-Sma (31 é 700) -
| :
r""?y | | -
| | -~ 50
| | —
|
| | -
| | —
1 1 1 ‘ -
i 26-Week Closing Highs (14), 26-W e:ekCIosmg Lows (ﬁOZ) i i :: 500
| N {im W — 400
! I ‘\‘\M\ ‘s“v‘\‘h‘\“‘”\‘ \‘ I H\ ) I — 300
! | ‘FN““‘M | H‘\ i ‘H‘\H ‘\ ‘N‘\‘\‘\‘\ ‘\ : _ 200
i " Nt PV o foad 1T j;\‘ i oo
- B 7\"\/%\“‘ L/J\"‘ \Mu 49 re \‘ |/ ,/\\\/ vj A (M WA A " - |- 0
? Price Oscnlat]r(016506 ? ? S
| | ; 05
i, T —— 1 —— - 05
i | |
: i ‘ 1 = 10
| | | | = 15
1 1 1 1 - 20
| | | | =

February

April

May

June

July August  September November

Februar

pril May Jur

The Kaufman Report - 6/7/2008

The S&P 1500 plunged

Friday in a panic-selling
90% down day, and is now
below all the important

moving averages.

Our oscillators are

getting  oversold, but are

not yet at an extreme.

One day after a big spike

in new highs, new lows

started to jump up.

Our price oscillator, a

good indicator of trends,

has entered negative

territory.
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After breaking down out of
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the March lows.  That 
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Only 4.41% of stocks
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50-sma.  This is due to
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Our proprietary options
indicator is showing
slight bullishness.  We
would prefer to see
bearishness.
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Text Box
There were 58 new high
reversals Friday, showing
investors increased desire
to take profits.
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Our statistics of supply
(red) versus demand
(green)  shows negative
crossovers  in the 10 and

20-day time frames.
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20-day time frames. 
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After reaching the highest

level in four the

P/E ratio

years
is dropping as

stocks move lower.

Spreads between bond and

earnings yields are
widening again as stocks
and bond vyields drop in
tandem.

Current and projected
earnings have been
moving sideways after a
protracted slide lower.
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The U.S. Dollar
back below the 20 and 50-
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Index 1Is
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the 72 area.

Crude oil broke out
dramatically Friday and
appears to be headed
higher.

The commodities  index is
breaking  out.

Gold I1s attempting to

put in a bottom.
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The U.S. Dollar Index is
back below the 20 and 50-
sma.  There is support in
the 72 area.
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