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The S&P 1500 staged a mild rally Thursday on decreasing volume after Wednesday’s sharp sell off on expanding volume. Seven
of the ten S&P sectors advanced. The exceptions were recent leading sectors energy, materials, and industrials.

On Wednesday the bearish rising wedge pattern we have been highlighting was finally resolved with a downside break, which
accelerated that afternoon and caused the index to close below its 20-day moving average for the first time since April 14",

We said yesterday that on intra-day charts the index was oversold at possible price support. On the daily chart it was not yet
oversold. Therefore, we said a bounce was possible, but further downside was probable. That downside could find a stopping
point at the 310 — 311 area (1370 area S&P 500) which is the 38.2% Fibonacci retracement of the rally from the March low to the
May 19" high, and will be in the area of the 50-day moving average. The 50% retracement is the 306 area (1348 area S&P 500).

We expressed concern Sunday regarding the spread between the 10-year bond yield and the earnings yield based on the current
P/E. That spread narrowed again Thursday and is barely above the level of last Friday.

There is still an oversold condition on the intra-day charts, and we are in a good period regarding seasonality. Therefore, there is
the possibility for a further bounce in the short-term. However, until it is proven that the market can resume its recent short and
intermediate-term uptrend with broad participation, we are back to calling this a bifurcated, opportunistic trader’s market, with
adept traders able to take advantage long or short.

Federal Funds futures are pricing in an 88% probability that the Fed will leave rates at 2.00%, and a 12% probability of cutting
another 25 basis points to 1.75 when they meet again on June 25"

The S&P 1500 (316.65) was up 0.282% Thursday. Average price per share was up 0.30%. Volume was 99% of its 10-day
average and 97% of its 30-day average. 66.6% of the S&P 1500 stocks were up on the day. Up Dollars was 119% of its 10-day
moving average and Down Dollars was 38% of its 10-day moving average.

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.
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The S&P 1500 bounced 
at a prior resistance
level after breaking down
out of a bearish rising
wedge.  The bounce was
on low volume.


S&P 1500 Analysis - Wayne S. Kaufman, CMT

350 1 1 1 : ‘ L .~ 350
| | | -"I! | -

300 e | e | o gy T 300
| | | | | | | \ _
1 1 1 an 1 1 1 CC
| | | | | —

" + + =

il \HHH\\ Wi \H \H\‘H\H\H\‘Hh i H\HHW H H \h HH\H M Hw‘ Il HM\H HM \‘HH ‘HHMH“H I HHH HH\HM;

- | 495. 00) B —
10000 - | ! =10000
5000 < = 5000

-0
~ 40
-
— 300
— 200
~ 100
l f 50
| -
| -
| :
l - 20
: ‘ -
| | |
1 1 1 -
l l l ‘ l - 16
| | | | | | | - 15
l l l l l l - 14
| | | | | | | |
1 1 | FPE TNX Spread % (65.1794) 1 1 1 1 -
100 | | | | | | | | — 100
- | | | | | | | | -
50 | | | | | | 1 | - 50
| | | 1 | | | -
i i kaufman Op‘hons Indicator (0.97000) i i i | }
11 m | Ml /\ o M - 11
i | M\ | N‘ﬂ N ™M, -
1'0, \’\/ | U | | | M | _ 1.0
0.9 w | | | l | W - 09
0.8 l l l l l l — 08
\ | | | | —
| | | | o

Feb

Aug Sep Oct Nov Dec [2007 Mar |Apr May Jun Jul Aug Sep Oct |Nov Dec 2008 Fe ar Apr  May

The Kaufman Report - 5/22/2008

66.6% ot the S&P 1500

traded higher Thursday.

Ihe spread Dbetween the 10-

year bond yield and the

forward P/E earnings vyield

is dropping, and the

spread based on the

current P/E is just above

where it was at Friday's

close.
Our proprietary options
indicator has moved into

negative territory.


Wayne S. Kaufman
Text Box
66.6% of the S&P 1500
traded higher Thursday.

Wayne S. Kaufman
Text Box
The spread between the 10-
year bond yield and the 
forward P/E earnings yield
is dropping, and the 
spread based on the 
current P/E is just above
where it was at Friday's
close.

Wayne S. Kaufman
Text Box
Our proprietary options 
indicator has moved into
negative territory. 


	The Kaufman Report Cover Page 3a.pdf
	S&P 1500 Weekday Chart.pdf
	S&P 1500 Daily Closeup.pdf
	S&P 1500 Weekday Chart 2.pdf



