
 Investment Strategy
Published by Raymond James & Associates 

 

Please read domestic and foreign disclosure/risk information beginning on page 3 and Analyst Certification on page 3. 
 

© 2012 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved. 

International Headquarters: 
The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863  

Jeffrey D. Saut, (727) 567-2644, Jeffrey.Saut@RaymondJames.com January 23, 2012
Investment Strategy __________________________________________________________________________________________  
 
Everybody's Unhappy!? 
 

“Money managers are unhappy because 70% of them are lagging the S&P 500.  Economists are unhappy because they do 
not know what to believe: this month’s forecast of a strong economy or last month’s forecast of a weak economy.  
Technicians are unhappy because the market refuses to correct and gets more and more extended.  Foreigners are unhappy 
because due to their underinvested status in the U.S. they have missed a big double play: a big currency move plus a big 
stock market move.  The public is unhappy because they just plain missed out on the party after being scared into cash.  It 
almost seems ungrateful for so many to be unhappy about a market that has done so well.  Unhappy people would prefer 
the market to correct to allow them to buy and feel happy, which is just the reason for a further rise?  Frustrating the 
majority is the market’s primary goal.” 

. . . Bob Farrell, Merrill Lynch; September 1989 

The bears are unhappy since the Santa rally, which began last Thanksgiving, has given the short-sellers no comfortable place to cover 
their shorts.  Last week the bears suffered even more angst as most of the indices I follow tagged new reaction highs.  The upside 
skein from the December 19th “low” has left the senior index better by ~8.1%, and up an eye-popping 13.3% since Thanksgiving.  
Counting the trading days from that mid-December “low” shows the rally has now encompassed 21 sessions with no more than a 1 – 
3 session pause and/or correction.  That makes this a fairly long of tooth “buying stampede.”  Recall, buying-stampedes typically last 
17 – 25 sessions, with only 1-3 session pauses/corrections along the way, before they exhaust themselves on the upside.  It just 
seems to be the rhythm of the “thing” in that it takes that long to get participants bullish enough to throw in the towel and “buy 
‘em” right before the markets peak and have a downside correction.  Moreover, during the current stampede just about everything 
has been “run,” including all the sectors punctuated by the Banks +11.6% performance YTD.  Accordingly, the only thing missing for a 
short-term “top” is a final burst to the upside driven by short-covering.  My sense is this will occur into tomorrow night’s State of the 
Union address, which should be followed by a post address letdown for the stock market. 

To be sure, the recent rally has not been accompanied by a noticeable increase in Buying Demand as measured by Lowry’s Buying 
Power Index.  Rather the rally has occurred more from a reduction in Selling, which is reflected in Lowry’s Selling Pressure Index.  
Then too, the percentage of stocks above their respective 10-day moving averages (DMAs) has failed to confirm the upside and the 
New High list is not expanding.  In fact, 40% of my short-term indicators are now bearish and none are bullish.  Meanwhile, the NYSE 
McClellan Oscillator is overbought, the stock market does not have much internal energy left for a big rally, the S&P 500 
(SPX/1315.38) is three standard deviations above its 20-DMA, the Volatility Index (VIX/18.28) is telegraphing too much complacency, 
and we have negative seasonality for the next few weeks.  Nevertheless, I continue to think it is a mistake to get too bearish because 
I believe any pullback in the various indices will be contained. 

My bullishness was reinforced last week during a conversation with Frederick “Shad” Rowe, the sagacious general partner of Dallas-
based Greenbrier Partners.  Summing the conversation, we decided the world is becoming richer faster than debt is expanding.  This 
is not an unimportant point since everyone seems to be focusing on the “debt bomb,” which likely means it is the wrong question.  
Clearly, some folks are living above their means, some below, but many are living within their means, which can be seen in the 
Household Debt Service Ratio chart that is plumbing generational lows.  Manifestly, the world is getting more prosperous and is 
producing more for less driven by technology.  Truly, it is “one world” and we should start thinking of the U.S. as a state within that 
“one world.”  This view is plainly stated in Federal Express’ annual report.  To wit: 

“We’ve reached a tipping point in how the world works.  The largest economy in the world is no longer the economy of any one 
country – it’s the economy of global trade of goods and services.  Value: $18.3 trillion in 2010.  At FedEx, our job is to facilitate 
these transactions, the heart of commerce, by providing access – moving goods across the global supply chain.” 

Or, how about this from Google’s annual report: 



Raymond James  Investment Strategy 

© 2012 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved. 2 

International Headquarters: 
The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863  

“Google is a global technology leader focused on improving the ways people connect with information.  We aspire to build products 
that improve the lives of billions of people globally.  Our Mission is to organize the world’s information and make it universally 
accessible and useful.” 

One world indeed and there are actually a lot of good things happening.  While the world is still a violent place, it is becoming less so 
as the wars we have been fighting come to an end.  Additionally, the U.S. finally appears to be heading down the road of energy self-
sufficiency, which should increase employment, and the U.S. dollar is currently the least unattractive currency in the world.  
Furthermore, as scribed in previous reports, there is a huge hidden layer of the U.S. economy that is becoming the engine of growth 
and wealth creation; and, this hidden layer is misrepresented in corporate financial reports.  Surprisingly, the equity markets appear 
to value this hidden layer at approximately zero suggesting huge opportunity for investors to profit.  The hidden layer referenced is 
Organizational Capital and Knowledge Capital, both of which reside under the macro moniker – Intangible Capital – so often 
mentioned in these missives.  As the astute GaveKal organization writes: 

“When we account for intangibles the picture of the U.S. economy changes.  It is revealed that we are saving more and 
investing more than we thought.  This means our economy is much more dynamic than we thought.  This result is relevant 
in view of the perception of a low rate of saving in the U.S. economy, particularly because existing measures exclude much 
of the investment in knowledge capital that is a defining feature of the modern U.S. economy.  . . . Validating intangibles is 
the key to eliminating the guesswork in valuing a company correctly.  Indeed, this ‘new view’ of intangibles suggests they 
are the missing link between financial accounting and financial valuation.” 

These observations, taken in concert amid the backdrop of a world that is profoundly underinvested in U.S. equities, continues to 
leave me walking on the “sunny side” of Wall Street even though in the very short term I am looking for a trading peak.  During the 
envisioned decline investors should consider companies playing to the Intangible Capital theme.  While participants should study all 
investment situations for themselves, some names for your consideration from our research universe playing to the Intangible 
Capital theme, and favorably rated by our fundamental analysts, include: Micron (MU/$7.76/Strong Buy), Analog Devices 
(ADI/$39.78/Strong Buy), Maxim Integrated Products (MXIM/27.83/Outperform), Texas Instruments (TXN/$33.64/Outperform), 
Xilinx (XLNX/$35.77/Outperform), Nuance (NUAN/$29.08/Strong Buy), Google (GOOG/$585.99/Outperform), Delta Air 
(DAL/$9.41/Outperform), and Urban Outfitters (URBN/$25.40/Outperform).  Of course there is a way to purchase all of these 
companies that are accumulators of Intangible Capital (and more) via the GaveKal Platform Company Fund (GAVIX/$11.18). 

The call for this week: Last Thanksgiving I suggested the Santa rally was beginning.  I stuck with that “call” into the new year.  On 
January 3, 2012 I stated that session felt like an “emotional peak” and that January 10, 2012 felt like the “price peak.”  Subsequently 
I wrote, “The only question in my mind is if the markets are going to have a pullback into the 1230 – 1240 support zone, or go 
sideways to correct their overbought condition and allow the internal energy to be rebuilt.”  So far, it has been a sideways 
consolidation until last week’s upside breakout causing one old Wall Street wag to exclaim, “Breakout or fake-out?!”  On a short-
term basis I think it is a fake-out believing a trading top is due this week . . .   
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Important Investor Disclosures 
Raymond James & Associates (RJA) is a FINRA member firm and is responsible for the preparation and distribution of research created in 
the United States. Raymond James & Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, 
FL 33716, (727) 567-1000. Non-U.S. affiliates, which are not FINRA member firms, include the following entities which are responsible for 
the creation and 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 
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. 
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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)  Expected to appreciate, produce a total return of at least 15%, and outperform the Stoxx 600 over the next 6 to 12 months. 
Outperform (2)  Expected to appreciate and outperform the Stoxx 600 over the next 12 months. 
Market Perform (3)  Expected to perform generally in line with the Stoxx 600 over the next 12 months. 
Underperform (4)  Expected to underperform the Stoxx 600 or its sector over the next 6 to 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 RJ LatAm RJA RJL RJ LatAm 

Strong Buy and Outperform (Buy) 58% 72% 42% 13% 45% 17% 

Market Perform (Hold) 36% 28% 51% 5% 26% 3% 

Underperform (Sell) 6% 1% 7% 6% 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. 
 

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. 

Company Name Disclosure 
Delta Air Lines, Inc. Raymond James & Associates received non-investment banking securities-related 

compensation from DAL within the past 12 months. 
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Company Name Disclosure 
Google Inc. Raymond James & Associates makes a NASDAQ market in shares of GOOG. 
Maxim Integrated 
Products, Inc. 

Raymond James & Associates makes a NASDAQ market in shares of MXIM. 

Micron Technology, 
Inc. 

Raymond James & Associates makes a NASDAQ market in shares of MU. 

Nuance 
Communications, Inc. 

Raymond James & Associates makes a NASDAQ market in shares of NUAN. 

Urban Outfitters, Inc. Raymond James & Associates makes a NASDAQ market in shares of URBN. 
Xilinx, Inc. Raymond James & Associates makes a NASDAQ market in shares of XLNX. 

 

Risk Factors 
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. 
 
For Latin American clients: 

Registration of Brazil-based Analysts: In accordance with Regulation #483 issued by the Brazil Securities and Exchange Commission (CVM) in 
October 2010, all lead Brazil-based Research Analysts writing and distributing research are CNPI certified as required by Art. 1 of APIMEC’s 
Code of Conduct (www.apimec.com.br/supervisao/codigodeconduta). They abide by the practices and procedures of this regulation as well as 
internal procedures in place at Raymond James Brasil S.A. A list of research analysts accredited with the APIMEC can be found on the webpage 
(www.apimec.com.br/ certificacao/Profissionais Certificados). 

http://www.rjcapitalmarkets.com/SearchForDisclosures_main.asp
http://www.raymondjames.com/
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Non-Brazil-based analysts writing Brazil research and or making sales efforts with the same are released from these APIMEC requirements as 
stated in Art. 20 of CVM Instruction #483, but abide by recognized Codes of Conduct, Ethics and Practices that comply with Articles 17, 18, and 
19 of CVM Instruction #483. 
 
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. This is RJA client 

releasable research 
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. 
 

 


