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Domestic and foreign stocks continued strong in August, extending their gains since the March 9
bottom to nearly six months. The leading index for the month was the EAFE (foreign stocks), up
5.2%, followed by the S&P Midcap 400, up 4.4%. Both the S&P 500 (large stocks) and the
Russell 3000 (broad market) were up 3.6%, while the Russell 2000 (small stocks), lagged,
gaining 2.9%.

Interest rates continued lower, with the yield on the 10-year Treasury Note falling from 3.5 to
3.4%, and the 30-year Treasury Bond dropping from 4.31% to 4.18%. For the month, the Lipper
Intermediate Government Index gained 1%, while high yield bonds continued strong, with the
Lipper High Yield Fund Index up 1.5%.

Precious Metals were quiet, as the Lipper Gold Fund Index lost -0.1%.

The Evidence

The biggest pullback from any peak in price since the March 9 bottom has been just over 7%,
which took place from early June to early July. The stock market is overbought by many
measures and in need of further consolidation, but thus far, all pullbacks have been quite mild.
That could change as we enter what is normally a poor seasonal period in September and
October, but it does not have to.

Virtually all trend type components continue in a positive mode, including the NY Bullish Percent,
which stands at 75.3% after reaching a peak at 78%. The peak in new highs has been 177 on
August 3 with the NY Composite at 6565, while the NY Summation Index peaked at 5280 on
August 13 with the NY Composite at 6604. The NY Composite has made a slightly higher high at
6722 on August 27, so there are very minor divergences in place. In addition, sentiment has
gone from raging pessimism in March to near-excessive optimism at present.

Bottom line--a correction of 7-10% may be in the cards the next couple of months, but the
probabilities suggest higher price highs are ahead of us. It would be quite rare for an important
market top to be forming without MAJOR divergences in the NY Bullish Percent, advance/decline
line, stocks hitting new highs and the NY Summation Index first forming. And, a quick reminder
why one cannot use seasonality alone as an investment tool---remember all the media hype
about SELL in May and Go Away?

This study shows that if you are only in the market from November 1 to April 30 and out from May
1 to October 31, since 1950, you would capture virtually all market gains with 50% less risk.
Guess what--since April 30, the S&P 500 Index is up 16.4%. The point is--using seasonality
without consideration of the current risk environment is a recipe for foolhardiness.

Where We Stand
Since early August, equity allocations have been nearly fully invested for the first time in several
years. In addition, we've established an approximate 2% position in Moderate Risk and




other portfolios in real estate, using the IYR (Dow Jones Real Estate Index ETF) in larger
accounts, and the Alpine Select Real Estate Income Fund in smaller accounts. And, last week on
the sudden extreme strength in precious metals shares, we reduced positions in Van Eck by
50%, as this position has more than doubled since early November. We now have two different
real estate risk models in use, along with two different precious metals models.

Fixed income positions continue fully invested in Loomis Sayles Bond, PIMCO GNMA and the
respective over-weight positions in high yield corporate bond funds since mid-March. These
areas continue to make new highs for the year, which is a positive sign.

That's it for now. School has pretty much started everywhere in the country, or will on Tuesday
for those such as my son, Adam, who begins his freshman year at the brand new Yorba Linda
High School. For those of you who've already been through the high school years with your kids,
you may be on my short call list! And, if I'm fortunate enough to be here 10 years from now, I'l
get to do it again with our 4 1/2 year old Caroline, who has started Pre-K. This will all make me
52 in November, going on whatever. Please know that Steve, Mary, Sylvia and myself really
enjoy serving you and hope we'll be here a long, long time.

Best wishes,

Bty Fegere’

Bob Kargenian, CMT
President

TABR Capital Management
Phone 714-704-9180
website: www.tabr.net

TABR Capital Management, LLC ("TABR") is an SEC registered investment advisor with its
principal place of business in the state of California. TABR and its representatives are in
compliance with the current registration and notice filing requirements imposed upon registered
investment advisors by those states in which TABR maintains clients. TABR may only transact
business in those states in which it is notice filed, or qualifies for an exemption or exclusion from
notice filing requirements.

This newsletter is limited to the dissemination of general information pertaining to our investment
advisory/management services. Any subsequent, direct communication by TABR with a
prospective client shall be conducted by a representative that is either registered or qualifies for
an exemption or exclusion from registration in the state where the prospective client resides. For
information 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 contact information 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 client accounts and
include the reinvestment of dividends and other earnings. 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 volatility 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 specific individual client 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 specific
investment will be profitable.

This newsletter contains general information that is not suitable for everyone. The information
contained herein should not be construed as personalized investment advice. There is no
guarantee that the views and opinions expressed in this newsletter will come to pass. Investing
in the stock market involves gains and losses and may not be suitable for all investors.
Information presented herein is subject to change without notice and should not be considered as
a solicitation to buy or sell any security.

The information contained in this electronic communication is confidential and may be protected
by attorney-client privilege. It is intended only for the use of the named recipient. If the reader of
this message is not the named recipient, he or she may not distribute or copy any of this
communication, including its attachments. If you have received this communication in error,
please notify the sender by return email and delete the original message and any copy of it from
your computer systems.

In compliance with IRS regulations, any tax advice contained or attached to this communication
was not intended or written to be used, and cannot be used, for the purpose of (i) avoiding
penalties under the Internal Revenue Code or (ii) promoting, marketing or recommending to
another party any matters addressed in this communication.

Thank you.



