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Stocks rallied again Thursday as the S&P 1500 rose 2.76%. There was broad participation as all of the S&P sectors advanced,
led by Utilities +4.3% and Energy +4.04%. Small and mid-caps led large-caps once again.

The next few days promise to be very exciting. We could see end-of-month window dressing and profit taking before the election.
Earnings season is nearing an end as more than 2/3 of the S&P 500 have reported. Unfortunately earnings and projections keep
moving down, and the P/E ratio is almost back to 21. Spreads between equity and bond yields are narrowing sharply. Options
buyers are becoming bullish again, with Thursday’s Put/Call ratio hitting 0.80. We are watching these numbers carefully.

We continue to be hopeful that the recent price action proves to be a successful retest of the lows of October 10", giving us at
least a multi-week rally. It is possible that most of the bad news regarding the current earnings season and the upcoming election
are already in stock prices, and that forced liquidations are subsiding for the time being. We noted Sunday that sellers were
becoming less aggressive, and that some positive divergences had emerged. Therefore, we are trying to trade what may become a
good rally, while keeping alert for signs of weakness and distribution which could mean the resumption of the downtrend.

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 (215.77) was up 2.757% Thursday. Average price per share was up 3.68% as small-caps lagged the major
indexes. Volume was 98% of its 10-day average and 91% of its 30-day average. 86.64% of the S&P 1500 stocks were up on the
day, with up volume at 78% and up points at 91%. Up Dollars was 97.8% of total dollars, and was 198% of its 10-day moving
average while Down Dollars was 4% of its 10-day moving average. The index down 18.87% in October, 34.87% year-to-date,
and 39.46% from the peak of 356.38 on 10/11/07. Average price per share is down 42.45% from the peak of $43.23 on 6/4/2007.

The Put/Call Ratio was 0.801. The Kaufman Options Indicator was 1.04.
The spread between the reported earnings yield and 10-year bond yield is 21.76% and 109.98% based on projected earnings.

Reported aggregate earnings for the S&P 1500 peaked in August 2007 at $19.18 and are now at $10.35, a drop of 46.04%.
Estimated aggregate earnings peaked at $21.95 in February 2008 and are now $17.85, a drop of only 18.68%. Analysts have
obviously been very late in lowering estimates, and have also been way too optimistic. If investors had any confidence in current
earnings estimates stocks would be much higher than they currently are. The earnings numbers jumped up recently as Lehman,
Fannie and Freddie were unceremoniously kicked out of the S&P indexes, highlighting the old expression that sometimes less is
more. We are waiting for GM to be kicked out of the Dow.

346 companies in the S&P 500 have reported third quarter earnings. According to Bloomberg, 60.6 % have had positive
surprises, 11.0% have been in line, and 28.4% have been negative. The year-over-year change has been -13.6% on a share-
weighted basis, +1.9% market cap-weighted, and +4.1% non-weighted. Ex-financial stocks these numbers are 13.4%, 22.4%,
and 24.1%, respectively.

Federal Funds futures are pricing in a 55.3% probability that the Fed will cut rates 50 basis points to 0.50%, and a 44.7%
probability of cutting 25 basis points to 0.75% when they meet on October 29". They are pricing in a 48.2% probability that the
Fed will cut rates 25 basis points to 0.75% on December 16, and a 36.9% probability of cutting 50 basis points to 0.50%.

The short, intermediate, and long-term trends are down. We reiterate that this continues to be a bifurcated, opportunistic
trader’s market, with adept traders able to take advantage long or short, but the primary downtrend must be respected.
Investors need to be alert to sector rotation and should not hesitate to move out of lagging sectors and stocks and into leaders.

Options expire November 21%. December options expire the 19"".
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S&P 1500 Analysis

)
8 o)
c Q@
T S < =
[ R ]
= 0 3
S 2%
S
3 =
meE 3
0 IS
o €
o >
e >
VB ES
232 _g
FF £ X
O O b O ©m O ©Hh O b © © 6 b 6 b 6 H © © & © 6 Hh O b 6 © 6 1 6 h 6 © 6 b & H & O &
N K © © OB F F OO AN - - O O O O O & K O© © WO I T OO AN - O O & & © © N
W OO OO O m®mO O MmO ®me®o®NNNNNNNNNdNNNNNNNNNN s
| | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | |
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,\,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,3N
N~
o
o
I
™
Pl I W
o)
S
bd
=0
N
o~
R
5r
hm
§
_oo| &
)
NN
0
N
©
|
1t
~lwn
3
o
=2
©
RN
-
a
<
i vl
N>
=)
o
o
™
N
©
~~
o,
c
3
oS
N~
o
o

John Thomas Financial

The Kaufman Report 10/30/2008



Wayne
Typewritten Text
The S&P 1500 rallied Thursday to resistance in the form  of the 20-day moving average.


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

l l | S&P 1500 (209.98, 217.50, 209.82, 215.77, +5.79) -
e I ) ! | |

350

300

250

200

Our oscillators are at
30| | neutral levels. The
percent over 10-sma is

| |
Stachastic Oscillator (47.1703) 100| | nearing the overbought
4 l\\w [y N - A zone.
| i Vv | / \ /’
: N | : | 50
I | ]
| L
| |
1 1
| | 0
| % Over 10-Sma (71.3300) L
1 1 1 -
: n : -
| I |
| 1= 50
1 -
| |-
‘ 5
| -
‘ - 0

S
4‘4
(o))
o
o

|
|
|
|
|
l l
| | |
13-Week Closing Highs (8), 13-Week Closing Low (33)
| | |
| |
| |
| |
\ |
|
|
|
|
|
|

| i i Prlce Oscnlatorj .20056 - 1
H\UHHHHHH_ S g‘ S ORI
T HHHHH\

HHHHM ) T - )

“‘”‘”‘””HH\H\HHHW“”““‘“ :
-2

- 3

:; -4

|
|
|
|
|
|
|
|
|
l
|
Total Volume (5,906,207,232 0)
|
|
|
|
|
|
|
|
|
|
\

—11000
—10000
8999
8000

7000
6000 Volume receded

5000/ | Thursday.
4000

\

|

|

|

|

|

|

|

|

|
3000
2000

|
| [1n]]
Aug e

Sep Oct

The Kaufman Report 10/30/2008  John Thomas Financial



Wayne
Typewritten Text
Volume receded Thursday.
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Our oscillators are at neutral levels.  The percent over 10-sma is nearing the overbought zone.
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86.64% of stocks traded higher Thursday.
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Finally some movement here as the percent over 20-sma jumped.
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The P/E ratio is moving higher.
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The forward P/E is still low, but the difference between current and forecast earnings is widening as current numbers drop faster.
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Our options indicator still shows bullishness among options buyers.
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