
Our stock forecasts thru mid 2002 were consistently bearish





Our projections for further steep stock selloffs
from early Sept ’02 into mid October….



10-18-02: Calling the Oct. ’02 stock market bottom 
to within a week…



October 2002: All major stock market indices bottom
Within a few points of our forecasts on 9-06-02



Extremely important driver of the 2002 market bottom: Wall Street  
analysts slash EPS estimates.  Positive earnings suprises more likely.



When the market looked grim in early ’04, we saw it 
as a pullback in an on-going uptrend.



Apr. ’04: We recommend heavy accumulation of
energy-related stocks based primarily on relative strength



Example: APC shows good pattern & relative strength



Early ’06: Much toppier. Forecasting blip S&P rally to 1310

Feb 06:



From 4-29-06 Cornerstone (Tampa):

“… on [negative] momentum divergence…”

NASDAQ compresses into Bearish Pennant …



From 4-29-06 Cornerstone (Tampa): 
“… stocks are short-term toppy…”

“…note negative divergence…”



4-29-06: Another risk: Very bullish sentiment at a technical top



Another hurdle: analysts are RAISING EPS estimates…exactly 
opposite of the “slashing” at the late 2002 market bottom!



Rising EPS estimates create the risk of negative surprises…



…especially when a profit slowdown is likely…



4-06: As earnings estimate risks increase, the market response
to “good” earnings quarters has become more muted…



Apr ’06: Stock valuations, while not overly 
excessive, are not screaming bargains either…



5-12-06 BREAKDOWN CONFIRMATION INDICATORS:

1) Two major black candles 2) Multiple support trendline breaks 
3) Value Line relative strength Indicator turns negative.
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5-17-06: MORE SELLOFF CONFIRMATION

1) Japan LEADS to the downside  2) Volatility explodes



5-18-06: S&P Volatility breaks out & “confirms the move”



5-19-06: Projecting S&P selloff to 1175-1225 short term…



5-19-06: “… OTC Top quite clear… further downside ahead…”

“… 2000 to 2200 near term…”
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6-14-06: S&P Hits 1219 intraday… look for lower lows into
July earnings season. Targeting 1180-1210 by mid July…



6-14-06: OTC hits 2065 intra-day… targeting further
downside into July earnings… 1980-2020 by mid July



So far the U.S. stock selloff is orderly, if abrupt… difficult to say
whether it’s merely a correction or a major top at this point…



Ditto the global stock selloff… difficult to tell if it’s
a major top or merely a correction in an uptrend…



Some smaller “emerging” stock markets do have the appearance
of major tops: Chile, Russia, Indonesia, Thailand, Turkey, Israel…
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