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You may have read by now that the month of May was the second worst for equities since 1950. As in 
2008, there was no place to hide, as foreign stocks (EAFE) led the way down, losing -12.1%. Other 
indexes were bunched, with the S&P 500 (large stocks) down -8.0% and the Russell 3000 (broad market) 
down -7.9%. The best of the group, the S&P Midcap 400 (midcap stocks) was down ONLY -7.2%.

Interest rates fell sharply, with the yield on the 10-year Treasury dropping from 3.66% to 3.30% and the 
30-year Treasury Bond from 4.52% to 4.21%. However, the Lipper Intermediate Government Index 
gained just 0.1% for the month. With the weakness in equities, high yield bonds suffered, as the Lipper 
High Yield Fund Index fell -3.5% for the month. In the precious metals sector, the Lipper Gold Fund Index 
fell -3.2%.

The Evidence
The market has been trading heavy for several weeks now, with volume expanding on declining days and 
decreasing on up days. In technical circles, this smacks of distribution. As I have conveyed in April, the 
market peak was not accompanied by the normal signs of a major top, but rather the signs of an 
intermediate peak. Thus far, the decline of about 12-13% fits into that parameter, and it is conceivable 
that stocks could run back up and make new highs over the next several months. That would be the 
“normal” thing to do. But, as we also conveyed, there have been 3 instances since 1930 when a major 
peak was made in stock prices with no warnings or divergences. We won’t know if this is the fourth 
instance until after the fact.

A lot of people want to jump on the wagon and proclaim that we are about to repeat 2008. Most of these 
people have no clue to what they are talking about and lack substantial credibility. There are some 
similarities to 2008 right now, but there are also significant differences. All we can tell you at this point is 
that our risk models have signaled increased risk in the past several weeks, and we have substantially 
reduced exposure to both equities and high yield bonds. This does not mean markets will fall apart from 
here. The 1040 level on the S&P 500 has become a critical level. It has been tested several times, and 
so far has held, and positive divergences are in place in a number of short term indicators. Despite the 
warnings from several of our models, it would not surprise me if stocks turned up, right here. But, our 
work is not making much of a bet in that direction at present, as you’ll see below.

Where We Stand
This past Monday, June 7, we reduced tactical equity allocations to 40%, as presently 3 of our 5 stock 
market risk models are in their negative mode. Overall, equity exposure in our Moderate Allocation 
accounts is about 24%, which includes just over 2% in real estate and about 2.5% in gold stocks via Van 
Eck International Investors. Last week, one of our longer term gold stock models went on a BUY. This 
particular signal is one of the more reliable ones we have seen in our research, though it is not perfect.
Nevertheless, we are looking to increase our exposure on weakness. Our sense from a sentiment 
standpoint is that there is too much belief in gold at this point, and if stocks get whacked here, gold stocks 
will get whacked too, creating a better entry point.



In fixed income, our high yield bond model went negative on May 7, and we cut our positions at that time 
by about 86%. We also cut our position in the Loomis Sayles Bond Fund by 43% when one of our models 
tailored to that fund went negative. Right now, corporate debt markets are on the defensive, and so are 
we.

For some perspective, though the Vanguard Total Stock Index fell -8% in May, and the Vanguard Total 
International Stock Index fell -10.77%, TABR’s Moderate account dropped just -2.58%, and TABR’s 
Conservative account was down -1.64%. These are real examples of our risk management process at 
work. At present, we are only a shade away from our maximum defensive position. But I should also 
point out the market can be very humbling, so if stocks turn tail here and start rising rapidly, we will lag in 
that area and look pretty stupid for a time. The most important thing to take out of this is that we are 
following our discipline, which is designed to protect capital in negative environments and participate 
reasonably well in good environments. As defined by a majority of our models, the environment has been 
turning more negative during the past six weeks. We are prepared for whatever outcome the market 
throws our way.

Best regards,

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. A list of all 
recommendations made by TABR within the immediately preceding one year is available upon request at 
no charge.


