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"Shrugging Off Bad News!"
Most traders, and investors, seem to become convinced of the genuineness of a movement in either direction only
when it approaches a culmination. . . . One reliable indication of the start of an upward swing is afforded when, after a
period of declining prices or, less frequently, dullness, the market advances or refuses to go down following the receipt
of bad news. News can seldom be utilized by the public for market purposes, even when its authenticity is beyond
question. For instance, if tomorrow morning’s newspapers should announce the death of the President or the failure
of a great ‘corner house,’ or the complete destruction of Gary, Indiana, it is more likely that stocks sold on the news
would bring the lowest prices of the day, for the very good reason that each seller would be competing with thousands
of other sellers who would have learned the news at the same time.
. . . One-Way Pockets, by Don Guyon; 1917
One of my early mentors in this business was Lucien Hooper; strategist, analyst, economist, stock market historian, the longest
contributing columnist to Forbes, and my friend. I can hear his sage words like it was yesterday. The year was 1971, and we had just
walked across the floor of the American Stock Exchange. As we headed down the attendant staircase for lunch at “Harry at the
Amex” Lucien said, “Jeffrey, when markets ignore bad news, that’s good news!” Said statement has stuck with me ever since; and, it
is just as true today as it was 41 years ago. Fast forward, over the past few weeks the equity markets have had to endure a plethora
of bad news – China’s slowing economy, rising interest rates, $4.00 per gallon gasoline, a dysfunctional government, Iran, etc., yet
the equity markets have refused to surrender much ground. Last week was no exception, for despite the negative news backdrop
the senior index (INDU/13212.04) gained 1%. Such action remains consistent with my mantra for this year, “You can get cautious,
but DO NOT get bearish.” However, many investors are either bearish, or frozen like a deer in the headlights of a car, having been
stung in last year’s June – August angst because they didn’t manage the risk when they should have.
Recall, it was in March/April of last year that I recommended raising cash. At the time the major “push back” from accounts was,
“The stock market is going up, why should I raise cash?” And that was the exact reason you should have been raising cash and
rebalancing portfolios. Most did not heed that strategy and subsequently suffered through a ~20% decline only to liquidate their
portfolios around August 8th when the equity markets were in the process of bottoming. At the time I was actually recommending
putting cash back to work based on the fact that we were experiencing a climactic capitulation of historic proportions. Indeed, at
the August 8th “low” less than 2% of all stocks traded were “up” on the day. As written, “You have to go back to May 13, 1940 to
find another session whereby less than 2% of all stocks traded were ‘green’ on the day. Interestingly, on 5/13/40 the German army
punched a 60-mile wide hole in the Maginot Line and invaded France, leaving everyone thinking, “It’s the end of the world as we
know it!”
Luckily, at those August lows, I began using the analogy of the declines that occurred in October 1978 and October 1979 (see the
charts on page 3). Those late-1970s October declines came out of the blue, and were equally as debilitating as the June – August
2011 affair. They also ended with a selling climax like that seen on August 8, 2011. As written at the time, post the selling-climax
the subsequent trading patterns of October 1978 and 1979 saw a bottoming sequence that left the senior index bobbing and
weaving for seven to eight weeks followed by an “undercut low” (a low below the selling-climax low) that was for buying. Studying
the attendant charts shows the correlation between the October 1978 and 1979 bottoming sequences and last year’s bottoming
sequence, which is what gave me the conviction to recommend buying the October 4, 2011 “undercut low.” Since then, I have been
pretty bullish, save my caution of the past number of weeks. Indeed, for the past month I have averred that the overbought
condition of the indices could be corrected in one of two ways. They could either correct with the perfunctory 5-8% pullback, or
they could trade sideways while the stock market’s overbought condition was corrected, and the market’s internal energy was
rebuilt. Obviously, at least so far, it has been a sideways affair, which brings us to the start of the new quarter.
So, what’s in store going forward? I believe the Federal Reserve wants Wall Street to inflate; and, with the Presidential elections
looming, President Obama will likely do everything in his power to keep the stock market ebullient. Thus, investors should be
prepared for further policies designed to stimulate the economy, which should allow stocks to travel higher even if they do pause, or
stumble, in the near-term on concerns the fundamentals are turning squirrelly. Nevertheless, what many investors don’t
understand is that in the short/intermediate-term there is not a linear relationship between the fundamentals and the stock
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market’s directionality. Manifestly, it is the dilution of our currency, with a concurrent decline in its value due to a massive increase
in the money supply, which is causing money to flow into assets of all kinds, including stocks. And that, ladies and gentlemen, is the
natural reaction to the flood of liquidity injected into the system by the world’s central banks. I don’t think it will end anytime soon.
Meanwhile, the overbought condition, as reflected by the NYSE McClellan Oscillator, that got us worried following the end of the
“buying stampede” at the end of January, has been corrected; and the stock market’s internal energy is being rebuilt. Verily, our
daily internal energy indicator has lifted from a “totally used up” 30 reading on March 19th to 50 as of last Friday. For a full charge
of energy that indicator needs to be above 55. The weekly energy indicator, however, is still around the 30 level. Hereto, for a full
charge of energy the weekly needs to be above 55. Accordingly, my sense is that the equity markets need another few weeks of
convalescing, probably in a range between 1385 and 1420 basis the S&P 500 (SPX/1408.47), before they are ready to re-rally. The
big test for this week should be Friday’s employment report, which is anticipated to be bad. Still, as long as the SPX resides above
1385 the bullish case remains intact.
Speaking to the economy, while last week’s +3% GDP report was in the forefront, less noticed was the GDI report. Surprisingly, the
Gross Domestic Income report rose a larger than expected 4.4%. This is not an unimportant observation because the GDI measures
all the wages and profits in the economy while the GDP measures only spending. Theoretically, the GDP and GDI reports should be
the same. To me, this is just further evidence that the economy is not sinking back into recession. Another boost for the equity
markets last week seemed to be the tone of the questioning by the Supremes suggesting Obamacare may be in more trouble than
expected. Such news continues to be a nightmare for the underinvested crowd; and the world remains profoundly underinvested in
U.S. equities.
The call for this week: March came in like a bear, but went out like a bull, capping the best first quarter since 1998. For the quarter
the SPX gained 11.99% for its 10th best start of the year ever. For me it was almost like déjà vu as I recalled the best first quarter of
my lifetime, which was 1975’s surge of 21.59%. Why déjà vu? Well, it is because I began writing strategy In November of 1974 with
the line, “I believe now is the time to accumulate stocks.” At the time the Dow was trading below 600, having fallen from its March
high of 891 for a 34% decline. Similarly, on October 3, 2011, in a report titled ”Undercut Low” I recommended buying stocks
following the Dow’s decline of ~20%. As stated at the time, “I have been adamant since March 2009 that like the ‘nominal’ price low
of December 1974 this wide-swinging trading range market saw its nominal price in March 2009. Last October I suggested what we
could currently be experiencing is similar to the “valuation” low of August 1982 because the SPX was trading below 10x forward
earnings estimates with an earnings yield of over 10%, rendering an equity risk premium of more than 8% for valuation metrics not
seen in decades. I still believe that is the case.
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October 1978 and 1979 Mini-Crashes and Subsequent Bottoming Process

Selling Climax
Undercut Low
Same Sequence

July – August 2011 Mini-Crash and Subsequent Bottoming Process

Déjà vu

Source: Thomson Reuters.
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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 Euro Equities, SAS, 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 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

RJA

RJL

RJ LatAm

RJA

RJL

RJ LatAm

Strong Buy and Outperform (Buy)

56%

68%

37%

14%

40%

14%

Market Perform (Hold)

37%

31%

53%

6%

27%

0%

Underperform (Sell)

7%

1%

10%

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 (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 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).
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
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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.
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