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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 
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Everybody into the pool!  The liquidity pool, that is.  Investors dove into equities Monday after hearing the Treasury Department’s plan 
to take toxic assets off bank balance sheets.  Stocks rallied broadly again recording their fourth panic-buying 90% up day since March 
10th, and their best two-week gain since 1938.  The S&P 1500 was up 7.13%, the best one-day increase since October 28th.  Stocks are on 
pace to record their best month since 1991.  Major indexes closed above their 50-day moving averages and market breadth statistics have 
improved dramatically.  Monday saw the most 13 and 26-week closing highs since September 19th, and 93% of stocks are above their 
own 20-day moving averages, the highest number in many years.  In October we warned that a market that doesn’t respond to oversold 
conditions is dangerous, and we said last week the reverse may be true, that an extremely overbought market that doesn’t pull back may 
be the initiation phase of a strong rally.  Buyers have been buying the dips, and sellers are nowhere to be found.  Hopefully this is not 
“like deja vu all over again” as Yogi Berra might say, since the market also showed dramatic improvement in early January.  Back then 
we cautioned that with earnings season about to begin we would see if the optimism on the part of investors was justified.  It was not.  
This has certainly been a stronger rally, but unless investors are completely discounting bad first quarter numbers that same caveat 
applies once again.  Of course, we never argue with a rally and we will continue to play this one until the market tells us otherwise. 
 
The short-term and intermediate-term trends are now up, while the long-term trend remains down.  This continues to be an 
opportunistic trader’s market, with adept traders able to take advantage long or short.  Traders should not hesitate to rotate out 
of lagging sectors and stocks and into leaders.  Stocks are extremely overbought, so investors should be careful with entry points.   
 
The S&P 1500 (186.44) was up 7.13% Monday.  Average price per share was up 7.35%.  Volume was 98% of its 10-day average and 
107% of its 30-day average.  98.06% of the S&P 1500 stocks were up, with up volume at 98.19% and up points at 99.23%.  Up Dollars 
was 99.99% of total dollars, and was 290% of its 10-day moving average.  Down Dollars was 17/100 of 1% of its 10-day moving 
average.  The index is up 11.81% in March, down 9.02% quarter-to-date and year-to-date, and down 47.69% from the peak of 356.38 on 
10/11/07.  Average price per share is $22.22, down 48.6% from the peak of $43.23 on 6/4/07.   
 

Percent over 10-sma:  95.13.  13-Week Closing Highs:  175.  13-Week Closing Lows:  4. 
Put/Call Ratio:  0.700.   Kaufman Options Indicator:  1.08. 
The spread between the reported earnings yield and 10-year bond yield is 17%, and 171% based on projected earnings.  
 

Reported aggregate earnings for the S&P 1500 peaked in August 2007 at $19.18 and are now at $5.82, a drop of 69.66%.  Estimated 
aggregate earnings peaked at $21.95 in February 2008 and are now $13.46, a drop of 38.68%.  The spread between reported and 
projected earnings is 131%, near the widest level in years.  If investors believed the estimates stocks would be much higher.   
493 of the S&P 500 have reported 4th quarter earnings.  According to Bloomberg, 60.1 % had positive surprises, 8.1% were line, and 
31.8% have been negative, a high number.  The year-over-year change has been -61.4% on a share-weighted basis, -22.0% market cap-
weighted and -30.8% non-weighted.  Ex-financial stocks these numbers are -18.7%, -6.1%, and -12.1 %, respectively. 
 
Federal Funds futures are pricing in a probability of 92.0% that the Fed will leave rates unchanged, and a probability of 8.0% of cutting 
25 basis points to 0.0% when they meet on April 29th.  They are pricing in a probability of 78.6% that the Fed will leave rates unchanged 
on June 24th and a probability of 14.7% of raising 25 basis points.
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In spite of an overbought condition the S&P 500 has broken through multiple resistance levels.
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Momentum indicators are very overbought.
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The daily chart shows the break over the 50-day moving average (blue).
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P/E and forward P/E  seem to be getting into the danger area.
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