Dave Fulkerson December 19, 2007 — Is the Bull Market Ending?
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Talk about the million dollar question! Investors around the world have been searching for the answer
to this — the Holy Grail of investing - since the 1% stock market existed. How to tell when a bull market
ends and a bear market begins. Now don’t get all excited that Fulkerson Capital Management has the
answer and is going to release it worldwide in this newsletter. To be clear, we have not discovered it
but we do believe we recognize when a bull market may be getting a little “long-in-the-tooth” and the
growling from the cave is the big Grizzly rolling over after a long winter in hibernation.

The best bull market in US stock history climaxed with an amazing run in the second half of the 1990’s.
Back then, just about all stocks did well. You may remember watching investment shows and
monkey’s throwing darts at a board of stocks often outperformed the best investors on Wall Street.
Virtually everything went up in the 90’s...but this changed in 2000.

Stock prices go up and down based on Economics 101 — good ole supply and demand. When there are
more buyers than sellers it shows demand for stock and prices go up. When there are more sellers than
buyers — it shows supply of stock for sale with fewer buyers and prices go down.
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The strength of the 90’s market can be seen in the chart by the series of blue arrows marking higher
lows - a signal of underlying demand for stock. Each time there was a significant pullback in price, the
buyers stepped in and bought stock - pushing prices higher. The sign of a healthy stock market.

In October, 2000, a structural change took place in the S&P 500. The series of higher lows was broken at
point A - alower low. For the 1¢ time there were more sellers than buyers. The series of lower lows
continued through point E, the bottom of the bear market in late 2002.

A higher low was made in March, 2003, marked by point F. This was one of the 1st signs the bear
market may have been over...which we know today to be true. Since then, the S&P 500 has made a
series of higher lows (green arrows) signaling demand for stock and a healthy market.

In November, point N, this almost changed as the August and Nov. lows are identical. The Russell
2000, an index of small company stocks, did make a lower low in Nov. If the S&P 500 does not hold its
Nov. low and breaks down, it is a major sign of a possible structural change in the stock market. Grrrr!!
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