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"Fortune's Formula"

| reflected on mathematics, probabilities, and odds over the weekend after again reading the book “Fortune’s Formula: The
Untold Story of the Scientific Betting System That Beat the Casinos and Wall Street,” by William Poundstone. The book
centers on Claude Shannon, who in the late 1940s had the idea computers should compute using the now familiar binary
digits Os and 1s such that 1 means “on” and 0 means “off.” Shannon’s information theory is what lies behind computers, the
Internet, and all digital media. As the book notes — when asked to characterize Shannon’s achievement, USC’s Solomon
Golomb said, “It’s like saying how much influence the inventor of the alphabet has had on literature.” In 1956 Claude
Shannon and John L. Kelly turned their skills to how to mathematically “win” at the casinos and eventually on how to “win” in
the stock market. Those mathematical insights were subsequently employed by the phenomenally successful hedge fund
Princeton-Newport Partners. While there were many formulas for their success (edge/odds; Gmax = R; etc.), the manner in
which Shannon rebalanced portfolios was elegantly simple. To reprise some lines from the book:

Consider a stock whose price jitters up and down randomly, with no overall upward or downward trend. Put half of
your capital into the stock and half into a ‘cash’ account. Each day, the price of the stock changes. At noon each day,
you “rebalance” the portfolio. ... To make this clear: Imagine you start with $1000, $500 in stock and $500 in cash.
Suppose the stock halves in price the first day. This gives you a $750 portfolio with $250 in stock and $500 in cash.
That is now lopsided in favor of cash. You rebalance by withdrawing $125 from the cash account to buy stock. This
leaves you with a newly balanced mix of $375 in stock and $375 in cash. The next day, let’s say the stock doubles in
price. The $375 in stock jumps to $750. With the $375 in the cash account, you have $1,125. Look at what
Shannon’s scheme has achieved so far. After a dramatic plunge, the stock’s price is back to where it began. A buy-
and-hold investor would have no profit at all. Shannon’s investor has made $125.

I have often written about portfolio rebalancing as one of the keys to successful investing. And, while Shannon’s simplistic
example is too short-term oriented for me, | am intrigued with it. For example, say you put $100,000 into a cash account and
similar $100,000 into Raymond James’ “Analysts’ Best Picks” (ABPs) and then rebalanced the portfolio every other month, or
at the end each quarter, using Shannon’s methodology. The results might just be eye-popping. As a sidebar, Shannon’s
rebalancing methodology could likewise be employed with this scale-in buying approach. | think these types of strategies can
improve the odds of success for most investors. And, for much of this year | have suggested another investment strategy for
those investors that are . . . well, not invested. The strategy was first proffered by my friends at the Riverfront organization,
but has been repeatedly scribed in these missives. To wit:

First, identify the quantity of cash to be put to work — example: 20%. Second, break the trade into digestible chunks
—example: break it into four parts, 5% each. Third, implement the first trade today — example: invest 5% into
equities today. Fourth, set a date for implementing the second trade — example: two months from today invest the
second 5%. Fifth, implement third and fourth segments if market pullbacks occur — example: invest the remaining
10% of the cash on market pullbacks. And six, after the date of the second trade occurs, return to step one with the
remaining cash — example: two months from today, if the market never provides the opportunity to buy on a
pullback, break the remaining 10% up into 3-4 parts and follow a strategy similar to the one utilized for investing the
first 10%.

Hereto, | think this approach can improve the odds of success for most investors. Speaking of odds, what are the current
“odds” for the stock market? Last week | gave 10 presentations to groups of 100 to 400 individual investors and found it
surprising that most believed this current rally is artificially induced and will lead to a market “crash.” While it is true the
Federal Reserve has flooded the system with money, which is clearly part of the equation for higher stocks, it should not be
overlooked that earnings for the S&P 500 (SPX/1588.85) have doubled over the past four years. Also not to be overlooked is
that the Fed is likely to continue its quantitative easing for the foreseeable future and therefore stocks can continue to
elevate. And, that’s just what the SPX did again last week, sporting a 2.29% gain as it traded to a new all-time intraday high of
1593.37 before falling back on Friday to close at 1588.85. The early morning Friday Fade was triggered by weak revenue-
growth numbers from some of the large cap banks, worse than expected retail sales, and surprisingly poor consumer
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sentiment data. Also surprising was Thursday’s release of the sentiment survey by the American Association of Individual
Investors, which showed a 45% drop (35.5% down to 19.3%), despite the fact the SPX was making new all-time highs (see
chart on page 3).

When the equity markets are in a “bull move” one thing investors watch is the Advance/Decline numbers to see if the rally
has good participation, or if it is being driven by merely a few key stocks like it was in late 1999 and early 2000. As can be
seen in the chart on page 3, after being range-bound for much of 2012 the S&P 500 Cumulative A/D Line has broken out on
the upside and is at a new rally high. Also confirming that the markets have more room on the upside is the Selling Pressure
Index that resides at new multi-month lows. However, the Buying Power Index is lagging, suggesting last week’s rally was
more about a lack of sellers rather than earnest buying. Speaking to sectors, Healthcare (+3.29%), Consumer Services
(+3.14%), Consumer Goods (+2.72%), and Telecommunications (+2.29%) were the best performers and 8 of the 10 macro
sectors are trading in overbought territory. Along that same line, the SPX is still pretty stretched on a short-term basis,
trading roughly 10% above its 200-day moving average. Meanwhile, the market’s daily internal energy level was somewhat
depleted by last week’s rally, and the weekly internal energy indicator is only halfway charged up. Putting it all together
suggests that while the equity markets may pause/pullback, there is nothing in the “tea leaves” suggesting a repeat of the
double-digit declines that began in the spring of the last three years.

While the equity markets have treated us pretty well this year, the commodity markets have not, punctuated by Friday’s
massive breakdown in gold. Many attribute Gold’s Gotcha to the Goldman Sachs’ “sell gold short” missive, but | think Shahab
Jalinoos has a better guess:

Draghi made clear today that he wrote a letter to Cyprus president Anastasiades making ‘very, very clear’ that EU
treaties establish that the decision on how to use the proceeds of any Cyprus CB (Central Bank) gold sales must be
made by the CB itself, not the government. He added ‘What’s important, however, is that what is being transferred
to the government budget out of the profits made out of the sales of gold should cover first and foremost any
potential loss that the central bank might have from its ELA.” Net result: people are viewing this as establishing a
precedent that ELA losses can/should be covered by gold sales, which is important given that other risky countries
like Portugal have large gold reserves. The ELA is the Emergency Lending Assistance: it's when national central banks
in Europe lend money to banks against collateral too weak for the ECB itself to accept, but with permission from the
ECB the credit risk taken by the national CB and by extension the national government.

A number of weeks ago | thought gold was into a bottoming formation and recommended purchase. Obviously that was a
mistake. While the bullish fundamentals remain in place for gold, the price action is terrible and | would cut those losing gold
positions in half. Why only half? Because the last time the Gold Miners Bullish Percent Index hit zero was in late 2008, right
before the gold miners embarked on a decent rally.

The call for this week: The “buying stampede” is at a legendary 70 sessions and quite frankly | have never seen anything like
this in 42 years in this business and more than 50 years of watching the markets. As they say, “Markets can do anything,” and
this one certainly is! Indeed, it has now been more than 100 sessions without so much as a pullback of 5% or more, the third
longest stint since 2002. This morning, however, China’s growth risks are in focus as Q1 economic data falls short, leaving the
preopening SPX futures down about 8 points. So maybe we will finally see a pullback, but it should not be all that much.
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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. (RJL), Suite 2100, 925 West Georgia
Street, Vancouver, BC V6C 3L2, (604) 659-8200; In Latin America, Raymond James Latin America (RJLatAm), Ruta 8, km 17, 500, 91600
Montevideo, Uruguay, 00598 2 518 2033; In Europe, Raymond James Euro Equities, SAS (RJEE), 40, rue La Boetie, 75008, Paris, France,
+33 14561 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.

For clients in the United States: Any foreign securities discussed in this report are generally not eligible for sale in the U.S. unless they are
listed on a U.S. exchange. This report is being provided to you for informational purposes only and does not represent a solicitation for the
purchase or sale of a security in any state where such a solicitation would be illegal. 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 and to determine if a particular security is eligible for solicitation in your state.

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.
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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 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 Euro Equities, SAS 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.

Suspended (S) The rating and target price 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 target price are no longer in effect for this security and should
not be relied upon.

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

RIA RIL RJ LatAm RIEE RIA RIL RJ LatAm RIJEE
Strong Buy and Outperform (Buy) 51% 66% 28% 47% 21% 33% 0% 0%
Market Perform (Hold) 43% 33% 66% 33% 10% 27% 0% 0%
Underperform (Sell) 6% 1% 6% 20% 0% 0% 0% 0%

Suitability Categories (SR)
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, at least 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 expects to receive or intends to seek compensation for investment banking services from the subject companies in the
next three months.

Stock Charts, Target Prices, and Valuation Methodologies

Valuation Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and
guantitative factors including an assessment of industry size, structure, business trends and overall attractiveness; management effectiveness;
competition; visibility; financial condition, and expected total return, among other factors. These factors are subject to change depending on
overall economic conditions or industry- or company-specific occurrences. Only stocks rated Strong Buy (SB1) or Outperform (M0O2) have
target prices and thus valuation methodologies.

Target Prices: The information below indicates target price and rating changes for the subject companies included in this research.

Risk Factors

General Risk Factors: Following are some general risk factors that pertain to the projected target prices included on Raymond James research:
(1) Industry fundamentals with respect to customer demand or product / service pricing could change and adversely impact expected
revenues and earnings; (2) Issues relating to major competitors or market shares or new product expectations could change investor attitudes
toward the sector or this stock; (3) Unforeseen developments with respect to the management, financial condition or accounting policies or
practices could alter the prospective valuation; or (4) External factors that affect the U.S. economy, interest rates, the U.S. dollar or major
segments of the economy could alter investor confidence and investment prospects. International investments involve additional risks such as
currency fluctuations, differing financial accounting standards, and possible political and economic instability.

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability
categories, is available at rjcapitalmarkets.com/Disclosures/index. 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 (pl 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, 6" 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 (London Branch) and Raymond James Financial International Limited (RJFI): This document
and any investment to which this document relates is intended for the sole use of the persons to whom it is addressed, being persons
who are Eligible Counterparties or Professional Clients as described in the FSA rules or persons described in Articles 19(5) (Investment
professionals) or 49(2) (High net worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (as amended) or any other person to whom this promotion may lawfully be directed. It is not intended
to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon by such persons and is
therefore not intended for private individuals or those who would be classified as Retail Clients.

For clients of Raymond James Investment Services, Ltd.: This report is for the use of professional investment advisers and managers and
is not intended for use by clients.

For purposes of the Financial Services Authority requirements, this research report is classified as independent with respect to conflict of
interest management. RJA, RJFI, and Raymond James Investment Services, Ltd. are authorised and regulated by the Financial Services
Authority in the United Kingdom.

For clients in France:
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This document and any investment to which this document relates is intended for the sole use of the persons to whom it is addressed,
being persons who are Eligible Counterparties or Professional Clients as described in “Code Monétaire et Financier” and Réglement
Général de I’Autorité des Marchés Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of
persons and may not be relied upon by such persons and is therefore not intended for private individuals or those who would be
classified as Retail Clients.

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.

Raymond James International and Raymond James Euro Equities are authorized by the Autorité de Contrdle Prudentiel in France and
regulated by the Autorité de Contrdle Prudentiel and the Autorité des Marchés Financiers.

For Canadian clients:

This report is not prepared subject to Canadian disclosure requirements, unless a Canadian analyst has contributed to the content of the
report. In the case where there is Canadian analyst contribution, the report meets all applicable IIROC 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.

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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