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How High is High? (To Whom?)
I have a number of friends who succeeded as investors in the late 1960’s, and they are succeeding now. The key to their
success more than 20 years ago was that they managed to get out with most of their capital when the market turned
down. Most investors were not so astute. The name of the game most investors play is momentum and relative
strength: Buy the strongest stocks and sell them after they have topped. Occasionally I will ask of my friends, “How can
a rational person pay 60 times earnings and 10 times book value for a growth company with dubious long-term
prospects?” The reply: “How high is high? If a stock can sell at 60 times earnings, it can sell at 80 times or 100 times. I
don’t prejudge anything. I don’t look at so-called values, I look at price action. If they are going up, I buy them. And if
they turn down, I sell them.” It sounds simple and it is. The only difficulty is that the game has caught on and is being
played by an unwieldy number of individuals and institutions. An individual with a few thousand shares in each crazily
valued position can get out, but an institution with hundreds of thousands of shares in each position will not be so
fortunate. As fast as stock markets go up, they always go down faster. And despite the many trading innovations that
have recently been developed, it nevertheless remains difficult to push the proverbial elephant through a keyhole –
when everyone wants to sell and there aren’t many buyers.
. . . Frederick E. “Shad” Rowe of Greenbrier Partners (FORBES – September 1991)
Indeed, the current mantra reigning on the Street of Dreams is – “I don’t look at so-called values, I look at price action; if they are
going up I buy them and if they turn down I sell them” – it sounds simple, and it is. The only difficulty is that game has caught on and
is being played among an increasing community of professional players. This mindset can be seen by looking at the number of
resources-based stocks ending with the letters “LF” making the Most Active and New High lists. However, such issues are typically
“thin” (lacking volume), reminding me of a story I heard 40 years ago when I first arrived on Wall Street. The story was about a
customer who called his broker with a hot stock tip. The customer proceeded to buy several thousand shares of the low-priced
stock and saw it move up. The broker explained that the market was “thin” and consequently orders were hard to execute. Still, the
customer persisted, ordering his broker to buy more and more stock, even as the price rose. Pleased that the stock was acting so
well, the customer went “long” the shares with the last of his money, though with some difficulty because his bidding pushed the
stock price even higher. Several days later the stock drifted down on light volume, traveling below the customer’s last purchase and
threatened to break below his average cost basis. In a panic, the customer called up and commanded, “Sell!” “To whom?” the
broker asked. “Your buying has been the main factor in pushing the stock higher. There are not enough bids to get you out without
breaking the stock substantially below your very first purchase!” So maybe the better title for this strategy report should read not
“How High is High?” – but “To Whom?”
Ladies and gentlemen, there are a lot of people who think they can outperform the stock market, but only a small percentage who
can actually do it. As Charles Ellis wrote, “Given the concept of a loser’s game there are two ways in which you can do some good
for yourself. One is to be smarter than the other guys, or work harder. The other is to not get caught up in excitements and
depressions. Compose a long-term investment policy that is right for the market (and right for you), settle into it, and stay there
forever.”
To be sure, not getting caught up in excitements and depressions is key in this business. That said, it is a very difficult feat to
accomplish. For example, it was October 10, 2008 when, after being pretty cautious coming into that year, I became bullish given
that 93% of the stocks traded on the NYSE made new annual lows (on said date) for a new-low ratio not seen since “The Crash of
1987.” Further, on March 2, 2009 I opined on numerous media venues that, “The bottoming process, which began in October 2008,
is complete and we are ALL IN.” At the time many investors thought I was a lunatic; however, from those March 2009 “lows” I have
been consistently constructive, albeit at times with a modicum of cautionary comments for the ensuing short/intermediate-term
corrections that have occurred along the way. Most recently, I turned cautious as we entered 2011, worried about a repeat of 2010.
Recall, last year the major averages rallied 3.2% to start the year, right into their January 19th high, just before succumbing to nearly
a 10% pullback. Moreover, there are a great number of similarities between the current stock market and the environment
preceding the April 2010 market top.
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Of course, such comments illicit the question, “Hey Jeff, do you think we will get another 17% decline like we saw last May – June?”
“Not really,” has been my response because since 1940 there has never been more than one 10% (or more) correction in an ongoing
bull market. And yes Virginia, according to Dow Theory this is a bull market. A fair question, however, would be “Is this a tactical, or
a secular, bull market?” Personally I think it is tactical within the context of the broad trading range we have been experiencing
since the turn of the century, but that’s a discussion for another time. As the Lowry’s organization writes:
“In summary, just as at the April high, there are currently no indications a major top is forming. As to the extent of any
short-term pullback, investors should monitor measures of short-term Supply for signs of a sharp increase. Also, the
April top was quickly followed by a pair of 90% Downside Days. Similar intense selling after any near term market high
would again suggest a deeper correction is possible, potentially the 5% - 7% range rather than a milder 3% - 5%.
However, the probabilities argue strongly against anything approaching the April – August decline.”
Therefore, I remain cautious in the short-term, but believe any pullback is for buying, begging the question, “Okay, so what do we
buy?” Well given my mantra that 2011 may be the year of the banks, select bank stocks seem appropriate. Three names I have
been using are: IBERIABANK Corp. (IBKC/$60.37); Peoples United Financial (PBCT/$14.42); and Huntington Bancshares Inc.
(HBAN/$7.25). All three are currently rated Strong Buy by one of our Banking analysts here at Raymond James; please see their
fundamental research for more details. I also think Technology is undervalued, as can be seen in the chart on page 3 from the good
folks at Bespoke Investment Group. I have liked Technology since the 2009 stock market lows. Tech is also a second derivative play
on emerging and frontier markets. Further, one of my tech themes has been efficiency, aka to make employees more productive via
upgrading IT and management systems. As the brainy folks at GaveKal observe:
“Overall, we think the consensus outlook on the enterprise refresh cycle is too conservative. There is no doubt the
cycle disappointed last year. But this was partly due to product strategy uncertainty – some enterprises were uncertain
whether to upgrade as part of an adoption of Windows 7, or switch to other systems, such as a looming cloud strategy.
Moreover, last year’s delays in planned upgrades corresponded with widespread fears that the recovery was
unraveling; further confirmation that the economy is on track should increase corporate budgets. Despite the recent
rally in markets, tech is currently trading at affordable prices. Tech PEs are at a discount to the five-year average PE
across the broad – whether software, hardware, services, semiconductors, etc. Tech is also trading at a discount to the
broad market despite strong cash management and profitability ratios.”
The call for this week: The current buying stampede is legend with the DJIA experiencing no more than three consecutive days on
the downside over the past 93 sessions. This, combined with numerous other negative indicators, continues to leave me cautious in
the short-term on both stocks and commodities, but not bearish. As for buy ideas, as stated I do like Tech. Accordingly, tech names
for your consideration on any pullback would include: CA Inc. (CA/$25.24/Strong Buy); Hewlett-Packard (HPQ/$46.25/Strong Buy);
and NII Holdings (NIHD/$42.20/Strong Buy). And don’t look now, but the iShares Muni Bond Fund ETF (MUB/$96.26) broke down in
the charts last week to a new 52-week low (see the attendant chart on page 3), bolstering my feeling that you should be very careful
about what fixed income vehicles you own.
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Source: Bespoke Investment Group.

iShares S&P National Municipal Bond Fund

Source: Thomson Reuters.
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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.
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.
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.
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.
Rating Distributions
Out of approximately 818 rated stocks in the Raymond James coverage universe, 53% have Strong Buy or Outperform ratings (Buy), 40% are
rated Market Perform (Hold) and 7% are rated Underperform (Sell). Within those rating categories, 23% of the Strong Buy- or Outperform
(Buy) rated companies either currently are or have been Raymond James Investment Banking clients within the past three years; 12% of the
Market Perform (Hold) rated companies are or have been clients and 17% of the Underperform (Sell) rated companies are or have been
clients.
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

CA Technologies

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

Hewlett-Packard

Raymond James & Associates received non-investment banking securities-related
compensation from HPQ within the past 12 months.
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Company Name

Disclosure

Huntington
Bancshares Inc.

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

IBERIABANK
Corporation

IBERIABANK Corporation has a joint marketing agreement with Raymond James Financial
Services, a subsidiary of Raymond James Financial, Inc.
Raymond James & Associates co-managed a follow-on offering of 6.0 million IBKC shares at
$57.75 per share in March 2010.

NII Holdings, Inc.

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

People`s United
Financial

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

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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