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"I’m Back"
I’m back; back from what my analysts refer to as the “death march” through Europe. Why a “death march?” It’s because you see
portfolio managers (PMs) all day in one city and then jet off to do the same thing in another city the next day. For example, last
Tuesday I saw three different accounts in Zurich in the morning (an hour meeting each), spoke to about 40 PMs over lunch, saw two
more accounts in the afternoon, and then flew to Vienna to speak at a dinner for 12 PMs. The next day I did the same thing in
Geneva before flying that evening to Milano, but I digress. My sojourn began two weeks ago with an opening salvo in London. After
doing CNBC Europe, and seeing accounts, I hosted a dinner for 15 PMs. It was an interesting exchange of ideas and after copious
amounts of wine I stopped the various conversations and asked each attendee what their biggest fear was. The responses went like
this: 1) fund managers that only use mutual funds and exchange trade funds (ETFs); 2) investing is practiced in a too complicated a
fashion when it should be easy; 3) a military coup in Greece; 4) inflation goes down instead of up; 5) China sells half of its Treasury
Bonds; 6) Europe and the U.K. don’t tackle their pension problems; 7) there is blood in the street, but the markets trade higher; 8)
most of the unemployed are un-hirable; 9) the EU doesn’t stay together; 10) water; 11) I used to worry about Ireland, but I don’t
anymore (now that’s funny); 12) over regulation; 13) if the EU breaks up, what happens to the boom in German exports; 14) the fact
that only 11 residents in Greece declared annual incomes of one million Euros or more; and the best – everyone is so negative that
when the blue skies arrive they will be ignored.
Indeed, I visited 10 European cities over the last two weeks, and spoke with roughly 200 PMs, most of which were bearish and/or
very bearish on U.S. equities. Their fears centered on our country’s debt situation, the dollar, and most importantly, the debt
ceiling. It seems there is a genuine belief in Europe that the U.S. debt ceiling won’t be increased, leading to a default with an
attendant rating downgrade. The Europeans don’t understand the political gamesmanship currently being played that will be
resolved with a debt ceiling increase at the “last minute.” Nor do they understand the political consequences of social security
checks stopping and public services shutting down. This becomes even more glaring 15 months before a Presidential election.
I tried to explain that Americans are pretty upset with all politicians, which is why the watershed mid-term elections showed a trend
toward not electing professional politicians. Verily, I think the trend going forward is going to be electing people that have actually
been in the private sector and know how to run a business. The era, in my opinion, of “the government is here to help you” is over.
That view was reinforced recently by a Rasmussen Survey that showed 72% of Americans favor the free market economy over one
managed by the government. Accordingly, I think the constituency of Congress is going to change, with seven lawyers for every
MBA in the House and eight lawyers for every MBA in the Senate, the time has come for practical people instead of professional
arguers; maybe that is what the stock market is sensing.
The real surprise of the trip was a weekend in Warsaw, where I spoke to 18 pension fund managers. Poland’s economy, equity
markets, and currency are booming. Said boom was fostered by some really good decisions from their practical government leaders
years ago that have taken root. Cheryl and I took a four-hour private tour on Saturday with a gentleman that grew up under the
Communist regime. He noted that he had to wait years to be able to buy a Yugo car. Now you see Volvos, Mercedes, and BMWs
roaming the streets. The food at Warsaw’s best restaurants was terrific, with a typical meal costing $40 per person including wine. I
wish we had time to make it to Krakow, hopefully on another trip. The people were fantastic; friendly, happy, willing to bend over
backwards to help, and why not given the “boom” they are experiencing. In fact, the Warsaw experience makes me want to look at
some of their banks for investment. To be sure, we were VERY impressed with Warsaw and can’t wait to go back.
The funniest experience of the trip came when we returned to London last Friday. I was again slated to spend the day seeing
accounts; and sure enough, I spent the whole day doing just that. In the last meeting of the day, the PM said, as we adjourned the
meeting, “I have read your missives for 11 years and always find them not only insightful, but entertaining, which is pretty rare on
Wall Street. However, I REALLY like a man that is so self confident he can wear two different styles of shoe on each foot!” With that
I looked down only to find I had spent the entire day walking around London with two differently styled black shoes and began to
laugh. Apparently when I rose Friday morning, not wanting to awaken Cheryl, I dressed in the dark and put on one black English
Brogue Wingtip and a black Ecco walking shoe. Alas, in this business it pays to be different, or rather “out of the box” (no pun
intended).
Please read domestic and foreign disclosure/risk information beginning on page 4 and Analyst Certification on page 4.
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Speaking of “out of the box,” the equity markets had been in a “out of the box” rally for the past few weeks, until Friday’s
employment numbers. As our economist Scott Brown wrote:
“Not good, and the markets were caught leaning the wrong way following Thursday’s better-than-expected ADP
number (not the first time the market’s been faked out by the ADP report). There are no positive signs anywhere in
this report. This report is a major disappointment (a negative for stocks and a plus for bonds), but it doesn’t really tell
us much about what to expect in the second half of the year. The economy is likely to improve in the second half, but
the pace may not be especially strong.”
I actually like the fact the numbers were disappointing since they are backward looking and because it will give us a chance to see
how much downside traction the sellers will be able to muster. My guess is it won’t be much. This is confirmed by the astute
Lowry’s organization, which writes:
“Lowry’s primary measure of investor Demand, the Buying Power Index, has decisively broken a downtrend dating to
the February market high. In addition, the Short Term Index has broken a downtrend dating to late December ’10,
while on a very short term basis, the 30-day moving average of Net Upside Volume has broken a downtrend [line]
dating to mid January. These signs all suggest a change in pattern, that is, from weakening to strengthening Demand.
At the same time, Supply continues to contract, with the Selling Pressure Index recently at a new low for the bull
market and at its lowest level since November ’04.”
My sense, therefore, is that the S&P 500 (SPX/1343.80) spends the next five to seven sessions vacillating between 1320 and 1350
until the equity markets’ internal energy is rebuilt for a move higher. Last week I suggested the SPX was extremely overbought
based on a number of finger to wallet ratios and the 1340 – 1346 might contain the rally for awhile. Thursday’s perky ADP numbers
allowed the SPX to better that level with a close of ~1353. However, Friday’s figures erased the Thursday thrust, as well as partially
correcting some of the overbought condition. Consistent with these thoughts, I would continue to accumulate favorably rated
stocks, many of which have been mentioned in these reports.
The call for this week: After three 90% Downside Days in June, July 1st registered a 90% Upside Day. That Upside Day was
accompanied by a surge in Demand, as well as the steady increase in Demand that preceded it. Additionally, the New York
Composite Advance/Decline Line is at a new rally high, implying the advance has been broad based. Then there is the D-J
Transportation Average (TRAN/5548.66) that has traded to new all-time highs, registering one half of a Dow Theory “buy signal.” If
the D-J Industrials (INDU/12657.20) march to a new reaction high above 12810.54 a full signal will be registered. All of this provides
evidence that another rally leg appears to have begun. Clearly, I think the recent soft economic numbers are driven by one-off
events like the weird weather, a 44% increase in gasoline prices, and the tragedy in Japan. Expanding on this, our friends at Bespoke
offer the attendant charts comparing the 1995 Kobe earthquake with Fukushima. So, my sense is that the SPX will spend a few
sessions oscillating between 1320 and 1350 until the equity markets’ internal energy is rebuilt for a move higher.
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Source: Bespoke Investment Group.
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Important Investor Disclosures
Raymond James is the global brand name for Raymond James & Associates (RJA) and its non-US affiliates worldwide. Raymond James &
Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL 33716, (727) 567-1000. Affiliates include
the following entities, which are responsible for the distribution of research in their respective areas. In Canada, Raymond James Ltd., Suite
2200, 925 West Georgia Street, Vancouver, BC V6C 3L2, (604) 659-8200. In Latin America, Raymond James Latin America, Ruta 8, km 17,500,
91600 Montevideo, Uruguay, 00598 2 518 2033. In Europe, Raymond James European Equities, 40 rue La Boetie, 75008, Paris, France, +33 1
45 61 64 90.
This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in
any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation. The securities discussed in this document may not be eligible for sale in some jurisdictions. This research is not an offer to sell
or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital
may occur. Investors should consider this report as only a single factor in making their investment decision.
Investing in securities of issuers organized outside of the U.S., including ADRs, may entail certain risks. The securities of non-U.S. issuers may
not be registered with, nor be subject to the reporting requirements of, the U.S. Securities and Exchange Commission. There may be limited
information available on such securities. Investors who have received this report may be prohibited in certain states or other jurisdictions
from purchasing the securities mentioned in this report. Please ask your Financial Advisor for additional details.
The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell
any security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such
information is accurate or complete. Persons within the Raymond James family of companies may have information that is not available
to the contributors of the information contained in this publication. Raymond James, including affiliates and employees, may execute
transactions in the securities listed in this publication that may not be consistent with the ratings appearing in this publication.
Additional information is available on request.

Analyst Information
Registration of Non-U.S. Analysts: The analysts listed on the front of this report who are not employees of Raymond James & Associates,
Inc., are not registered/qualified as research analysts under FINRA rules, are not associated persons of Raymond James & Associates, Inc.,
and are not subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public companies,
and trading securities held by a research analyst account.
Analyst Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on a salary and bonus
system. Several factors enter into the bonus determination including quality and performance of research product, the analyst's success
in rating stocks versus an industry index, and support effectiveness to trading and the retail and institutional sales forces. Other factors
may include but are not limited to: overall ratings from internal (other than investment banking) or external parties and the general
productivity and revenue generated in covered stocks.

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject securities. No part
of said person's compensation was, is, or will be directly or indirectly related to the specific recommendations or views
contained in this research report. In addition, said analyst has not received compensation from any subject company in the last
12 months.

Ratings and Definitions
Raymond James & Associates (U.S.) definitions
Strong Buy (SB1) Expected to appreciate, produce a total return of at least 15%, and outperform the S&P 500 over the next six to 12 months.
For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least 15% is expected to be realized
over the next 12 months.
Outperform (MO2) Expected to appreciate and outperform the S&P 500 over the next 12-18 months. For higher yielding and more
conservative equities, such as REITs and certain MLPs, an Outperform rating is used for securities where we are comfortable with the relative
safety of the dividend and expect a total return modestly exceeding the dividend yield over the next 12-18 months.
Market Perform (MP3) Expected to perform generally in line with the S&P 500 over the next 12 months.
Underperform (MU4) Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold.
Suspended (S) The rating and price target have been suspended temporarily. This action may be due to market events that made coverage
impracticable, or to comply with applicable regulations or firm policies in certain circumstances, including when Raymond James may be
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providing investment banking services to the company. The previous rating and price target are no longer in effect for this security and should
not be relied upon.
Raymond James Ltd. (Canada) definitions
Strong Buy (SB1) The stock is expected to appreciate and produce a total return of at least 15% and outperform the S&P/TSX Composite Index
over the next six months.
Outperform (MO2) The stock is expected to appreciate and outperform the S&P/TSX Composite Index over the next twelve months.
Market Perform (MP3) The stock is expected to perform generally in line with the S&P/TSX Composite Index over the next twelve months and
is potentially a source of funds for more highly rated securities.
Underperform (MU4) The stock is expected to underperform the S&P/TSX Composite Index or its sector over the next six to twelve months
and should be sold.
Raymond James Latin American rating definitions
Strong Buy (SB1) Expected to appreciate and produce a total return of at least 25.0% over the next twelve months.
Outperform (MO2) Expected to appreciate and produce a total return of between 15.0% and 25.0% over the next twelve months.
Market Perform (MP3) Expected to perform in line with the underlying country index.
Underperform (MU4) Expected to underperform the underlying country index.
Suspended (S) The rating and price target have been suspended temporarily. This action may be due to market events that made coverage
impracticable, or to comply with applicable regulations or firm policies in certain circumstances, including when Raymond James may be
providing investment banking services to the company. The previous rating and price target are no longer in effect for this security and should
not be relied upon.
Raymond James European Equities rating definitions
Strong Buy (1) Absolute return expected to be at least 10% over the next 12 months and perceived best performer in the sector universe.
Buy (2) Absolute return expected to be at least 10% over the next 12 months.
Fair Value (3) Stock currently trades around its fair price and should perform in the range of -10% to +10% over the next 12 months.
Sell (4) Expected absolute drop in the share price of more than 10% in next 12 months.
In transacting in any security, investors should be aware that other securities in the Raymond James research coverage universe might carry a
higher or lower rating. Investors should feel free to contact their Financial Advisor to discuss the merits of other available investments.
Rating Distributions
Coverage Universe Rating Distribution

Investment Banking Distribution

RJA

RJL

RJA

RJL

Strong Buy and Outperform (Buy)

55%

75%

16%

61%

Market Perform (Hold)

39%

23%

5%

39%

Underperform (Sell)

6%

2%

0%

0%

Suitability Categories (SR)
For stocks rated by Raymond James & Associates only, the following Suitability Categories provide an assessment of potential risk factors for
investors. Suitability ratings are not assigned to stocks rated Underperform (Sell). Projected 12-month price targets are assigned only to
stocks rated Strong Buy or Outperform.
Total Return (TR) Lower risk equities possessing dividend yields above that of the S&P 500 and greater stability of principal.
Growth (G) Low to average risk equities with sound financials, more consistent earnings growth, possibly a small dividend, and the potential
for long-term price appreciation.
Aggressive Growth (AG) Medium or higher risk equities of companies in fast growing and competitive industries, with less predictable earnings
and acceptable, but possibly more leveraged balance sheets.
High Risk (HR) Companies with less predictable earnings (or losses), rapidly changing market dynamics, financial and competitive issues,
higher price volatility (beta), and risk of principal.
Venture Risk (VR) Companies with a short or unprofitable operating history, limited or less predictable revenues, very high risk associated
with success, and a substantial risk of principal.
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Raymond James Relationship Disclosures
Raymond James expects to receive or intends to seek compensation for investment banking services from the subject companies in the
next three months.
Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability
categories, is available at rjcapitalmarkets.com/SearchForDisclosures_main.asp. Copies of research or Raymond James’ summary
policies relating to research analyst independence can be obtained by contacting any Raymond James & Associates or Raymond James
Financial Services office (please see raymondjames.com for office locations) or by calling 727-567-1000, toll free 800-237-5643 or
sending a written request to the Equity Research Library, Raymond James & Associates, Inc., Tower 3, 6th Floor, 880 Carillon Parkway,
St. Petersburg, FL 33716.
International securities involve additional risks such as currency fluctuations, differing financial accounting standards, and possible
political and economic instability. These risks are greater in emerging markets.
Small-cap stocks generally involve greater risks. Dividends are not guaranteed and will fluctuate. Past performance may not be indicative
of future results.
Investors should consider the investment objectives, risks, and charges and expenses of mutual funds carefully before investing. The
prospectus contains this and other information about mutual funds. The prospectus is available from your financial advisor and should
be read carefully before investing.
For clients in the United Kingdom:
For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. (RJFI): This report is for distribution
only to persons who fall within Articles 19 or Article 49(2) of the Financial Services and Markets Act (Financial Promotion) Order 2000 as
investment professionals and may not be distributed to, or relied upon, by any other person.
For clients of Raymond James Investment Services, Ltd.: This report is intended only for clients in receipt of Raymond James Investment
Services, Ltd.’s Terms of Business or others to whom it may be lawfully submitted.
For purposes of the Financial Services Authority requirements, this research report is classified as objective with respect to conflict of
interest management. RJA, Raymond James Financial International, Ltd., and Raymond James Investment Services, Ltd. are authorized
and regulated in the U.K. by the Financial Services Authority.
For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:
This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be
submitted.
For Canadian clients:
Review of Material Operations: The Analyst and/or Associate is required to conduct due diligence on, and where deemed appropriate
visit, the material operations of a subject company before initiating research coverage. The scope of the review may vary depending on
the complexity of the subject company’s business operations.
This report is not prepared subject to Canadian disclosure requirements.
Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows:
This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by
Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate or
commercially exploit the information contained in this report, in printed, electronic or any other form, in any manner, without the prior
express written consent of Raymond James. You also agree not to use the information provided in this report for any unlawful purpose.
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This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other
intellectual property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq, provides for civil and
criminal penalties for copyright infringement.
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