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During the terrific rally off the March lows we said the rally would end so metime in June or early July. At this point it seems the top
arrived on June 11" and we said aggressive traders could enter short in our report on Sunday June 14™. We also have said t hat we
thought any pullback wouldn’t be too deep, and would hopefully be used by underperforming money managers as a cha nce to enter
positions ahead of the end of the quarter. We said we hoped for a window dressing rally to make end of quarter statements look good,
and we would be selling into such a rally. We still th ink investors should use the seasonally strong period into the July 4™ holiday to
generate liquidity. Our advice is to sell stocks you don’t have a very good reason for holding on to. Due to the enormous liquidity
created by governments around the globe we hope to see another rally leg beginning in the second half of July or in August.

This is a bifurcated, opportunistic trader’s market, with adept traders able to enter long or short. Based on the S&P 500 the
short-term is down, intermediate-term and long-term trends are up. Traders should not hesitate to rotate out of lagging sectors
and stocks and into leaders.

The S&P 1500 (209.21) was down 0.072% Friday. Average price per share was up 0.36%. Volume was 128% of its 10-day average and
115% of its 30-day average. 58.63% of the S&P 1500 stocks were up, with up volume at 65.41% and up points at 64.22%. Up Dollars
was 72.80% of total dollars, and was 148% of its 10-day moving average. Down Dollars was 31% of its 10-day moving average. For the
week the index was down 0.243% on decreasing and below average weekly volume.

Only three of the ten S&P sectors were up on the day led by Financials +0.61%. The downside was led by energy -0.99%. For the week
five sectors were up led by Telecom +3.65% and Health Care +1.32%. Downside leaders were Energy -2.69% and Financials -1.27%.

The S&P 1500 is up 0.057% in June, up 15.59% quarter-to-date, up 2.09% year-to-date, and down 41.30% from the peak of 356.38 on
10/11/07. Average price per share is $25.77, down 40.39% from the peak of $43.23 on 6/4/07.

Percent over 10-sma: 66.87%. 13-Week Closing Highs: 114. 13-Week Closing Lows: 9.

Put/Call Ratio: 0.815. Kaufman Options Indicator: 0.87.

P/E Ratios: 58.23 (before charges), 14.33 (continuing operations), 15.86 (analyst estimates).

P/E Yield 10-year Bond Yield Spreads: -51% (earnings bef. charges), 95% (earnings continuing ops), and 79% (projected earnings).
Aggregate earnings before c harges for the S&P 1500 peak ed in August 2007 at $19.18 and are now at $3 .59, a drop of 81.28%.
Aggregate earnings from continuing operations peaked at $19.95 in September 2007 and are now $14.33, down 28.17%. Esti mated
aggregate earnings peaked at $21.95 in February 2008 and are now $13.19, a drop 0f 39.91%.

498 of the S&P 500 have reported 1* quarter earnings. According to Bloomberg, 67.4% had positive surprises, 8.0% were in line, and
24.5 % have been negative. The y ear-over-year change has been -33.2% on a share-weighted basis, -23.1% market cap-weighted and -

34.4% non-weighted. Ex-financial stocks these numbers are -32.6%, -22.5%, and -30.8 %, respectively.

IMPORTANT DISCLOSURES

I, Wayne S. Kau fman, 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. I 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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S&P 500 Cash (918.84, 922.00, 913.03, 918.90, -1.36)
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The S&P 500 printed a doji candle on Friday on increasing volume.  This type of higher volume churn shows a tug of war between buyers and sellers.  The index remains below its 20-sma.  During the week the 50-sma moved above the 200-sma, the famous "golden cross", for the first time since December 2007.
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Momentum indicators are neutral.
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Weekly momentum indicators are still at high levels with the stochastic having a negative crossover and coming down from the overbought zone.
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NASDAQ 100 (1,467.38, 1,483.57, 1,466.24, 1,480.20, +4.38)
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Last week the Nasdaq 100 closed the gap from June 1st as we expected.  It also bounced off its 50-sma and remains in an up trend.
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Momentum indicators are neutral.
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The last candle on the
weekly chart may not
be a perfect hanging
man, but could still

be a warning.

Weekly momentum
indicators are still
at high levels.
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Weekly momentum indicators are still at high levels.
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The last candle on the weekly chart may not be a perfect hanging man, but could still be a warning.
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S&P 1500 (209.36, 209.90, 207.76, 209.21, -0.15) 350
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66.87% of stocks are over their 10-sma, not far from the overbought zone.
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Our price oscillator has turned negative, but not yet decisively so.  A move lower than last weeks's readings would be very bearish short-term.
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Since June 1st only
one session had
advancers at 80% or
more.  Obviously this
is a sign of a
weakening rally.

Ihe 10-sma of 13-week

closing lows has been

rising.

Short-term statistics
have been weak, but
the percent over 200-
sma is just below the
61.02% hit on June
12th, which was the
best level since July
2007.
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Since June 1st only one session had advancers at 80% or more.  Obviously this is a sign of a weakening rally.
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The 10-sma of 13-week closing lows has been rising.
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Short-term statistics have been weak, but the percent over 200-sma is just below the 61.02% hit on June 12th, which was the best level since July 2007.
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Our proprietary

options  indicator is
at low levels, but can
still go lower before
turning  up.  Still, we
wouldn't  expect to see
a sharp move lower in
the very short-term

with  this degree of
pessimism.
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Our proprietary options indicator is at low levels, but can still go lower before turning up.  Still, we wouldn't expect to see a sharp move lower in the very short-term with this degree of pessimism.
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A quick glance at our
statistics of supply
(red) versus demand
(green)  show that
buyers have become
very reluctant.


Wayne
Typewritten Text
A quick glance at our statistics of supply (red) versus demand (green) show that buyers have become very reluctant.  
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The P/E before charges

remains at a very high
level.

Earnings have been
flat  lining since the
end of last quarter's
earnings  season. That
will  change in July as
Q2 numbers start to
come out.
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The P/E before charges remains at a very high level.

Wayne
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Earnings have been flat lining since the end of last quarter's earnings season.  That will change in July as Q2 numbers start to come out.
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The US Dollar Index seems to be poised to make another leg down.
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Gold is bouncing off its 50-sma (blue).  If the US Dollar does start another leg down gold should maintain its classic inverse relationship with the Dollar and move higher.
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