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From: Bob Kargenian
Sent: Tuesday, September 30, 2008 8:44 AM
Subject: TABR Interim Report

TO: All dients and interested parties
FROM: Bob Kargenian

Given the environmentright now, | think the risk of over-communicating with all of you is pretty low, so
here goes. Monday's dedine of 8.8% in the S&P 500 ranks as the second worst one-day percentage
drop in its history, surpassed only by the Crash of 1987 (down about 22% that day). Now the good

news. TABR's Moderate Risk account was down 2.17% for the day (for balanced sake, | should add that
we could also be up only 3% if stocks were to go up 8% here). There's no boasting here--this is the worst
three months of my 26 year career--l don't count 1987 because franKy, | didn't know what the heck | was
doing back then. But with all that's happened since June 30, and with stocks down 24.7% for the year as
measured by a 75%/25% mix of the Vanguard Total Stock Index and Vanguard Total International Index,
we've managed to keep losses in our Moderate Risk account to just over 12% thus far. Conservative
accounts are down a bit less, while Aggressive accounts are down a bit more.

There are a few things we can do better, and we are in the process of tweaking some things, but
wholesale changesto our processe s, especially at this juncture, would be more than likely, harmful. One
cannot eliminate the risk of investing in the stock market, but we definitely try to minimize the downside.
Knowing a bit about market history can be quite helpful when it comes to expectations. Over the past 100
years, the average bear market has tended to last 12-18 months and dedine 30%. This bear market will
be 12 months old in October (next month), and has already dedined 29% based on the same mix
referred to above of the Vanguard stock funds. In addition, emember that despite all of today's gloom,
every bearmarket is followed by a bull market, which on average have lasted over four years.

As Alex Green stated today in his Oxford Club commentary, "Yes, today's circumstances are
unprecedented. But whathasbeen happening to stocks latelyis as old as the market itself."

Too Late To SELL, Too Early To Buy
A common question recently from a number of dients has been "Why can't we move to something safe,

and get back in when things are better?" Thisignores the fact that we've been playing defense for the
better part of a year. It'salso an all or nothing bet that stocks will continue lower from here. More
importantly, it's an abandonment of discipline, which in ourexperience, has almost always led to poor
results. Thisiswhy we are being very careful here with changes in regards to risk tolerance. Inevitably,
the general public wants to dump stocks en masse after a 30% dedine, when history shows most
dedines are pretty much over. Yes-—there is certainly the possibility that stocks will continue lower from
here. Markets often do what we least expect, and itis why we mostly stay away from forecasting. We
just follow the evidence, and right now, we would need to see more positive tape action before adding to
exposure.

| should add that the month of October has often marked the bottom of many bear markets, induding
most recently October 2002. Yesterday's VIX reading (a measure of volatility) hit46.7, the highest
reading since the 2002 bear market bottom (see chart below courtesy of StockCharts.com). Thatdoesn't
guarantee a bottom, but its encouraging, as is the price action of homebuilding stocks relative fo the
market (see ratio chart below, also courtesy of Stockcharts.com). Just as everyone over-believed the
housing story in mid-2005, an equal if not greaterlevel of pessimism has been present on the downside.
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With all of the terrible news coming out every day, it may be hard to believe that housing is bottoming
here. But | would say this-watch this chart, and ignore the media and all the BS from your fiends. When
this three-year downtrend is broken, bettertimes will likely lie ahead for housing stocks.
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Since Steve and | cannot possibly have over 200 individual conversations with dientsin a short time
span, email is the best way to quickly communicate our thinking. But we also recognize not all dients use
email, so this will also be sentout via regularmail. If you have questions or concems, don't hesitate to
call usor email us. Please don't think-"Aw, they're too busy, | won't bother them." These are the times
for why you pay us. One of us will get back to you as soon asis possible.

In that egard, please know that we will continue to manage your funds with the disciplined, unemotional
and conservative approach we've used in various forms since 1988. We take this responsibility very
seriously. Butoccasionally, even the best strategies we've developed will have to endure some rocky
timesin the market cyde-itis part of the process. Most of all, though, we have the utmost in confidence
in our work, and thank you for your continued support and trust in us.

Best regards,
Botr 127«3'

Bob Kargenian, CMT
President

TABR Capital Management, LLC
Phone 714-704-9180
web site: www.tabr.net

TABR Capital Management, LLC("TABR")is an SEC registered investment advisor with its principal place
of businessin the state of California. TABR and its representatives are in compliance with the current
registration requirements imposed upon registered investment advisors by those statesin whichTABR
maintains clients. TABRmay only transact businessin those statesin which itis registered, orqualifies
for an exemption orexclusion from notice filing requirements.

This newsletteris limited to the dissemination of general information pertaining to ourinvestment
advisory/management services. Any subsequent, direct communication by TABR with a prospective
client shall be conducted by a representative thatis either registered or qualifies for an exemption or
exclusion from registration in the state where the prospective dient resides. Forinformation pertaining to
the registration status of TABR, please contact TABR or refer to the Investment Advisor Disclosure web
site(www.adviserinfo.sec.gov.).

For additional information about TABR, including fees and services, send for our disclosure statement as
set forth on Form ADV from us using the contactinformation herein. Please read the disclosure
statement carefully before you invest or send money.

The results of TABR's Model Portfolios are net of actual fees deducted from dient accounts and indude
the reinvestment of dividends and othereamings. Comparison of the TABR Model Portfolios to other
indices is for illustrative purposes only and the volatility of the indices used for comparison may be
materially different from the wvolatility of the TABR Model Portfolios due to varying degrees of
diversification and/or other factors. The returns noted of various market indices include reinvested
dividends unless otherwise noted.

Past performance of the TABR Model Portfolios may not be indicative of future results and the
performance of a specificindividual dient account may vary substantially from the model results above in
part because client accounts may be allocated among several portfolios. Different types of investments
involve varying degrees of risk, and there can be no assurance that any spedfic investment will be
profitable.

The StockCharts.com reports attached hereto (the ‘Reports”) are being provided for informational purposes only.
TABR does nat endorse or approv e the content of the Reports, has naot been involved in the preparation of the



Reports, and not under any obligation to update or keep current the information contained in the Reports. Neither
TABR, its directors, dfficers, employees, dffiliates or agents shall hav e any liability, howev er arising, for any error,
inaccuracy to incompleteness of fact or opinion in the Reports or for lack of care in the preparation of the Reports.



