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“2015” 

Year-end letters are always difficult to write because there is a tendency to discuss the year gone by, or worse, try to predict what is going to happen in the New Year.  I 
mean, really, at this time last year who predicted Russia would invade Crimea, that ISIS would effectively take over a significant portion of Iraq, or the Republicans would 
sweep Congress?  Actually I did get the last one right given my mantra that, “We are going to elect smarter policymakers and therefore get smarter policies.”  Coming 
into 2014, in all of my presentations I noted that, despite the “tapering” announcement, the Fed’s balance sheet was likely going to increase by 10% - 12% and the S&P 
500’s earnings were going to increase by roughly the same amount.  I further opined there has been a fairly tight correlation between those data points and how much 
the S&P 500 gains during the year.  Accordingly, my guess was that the SPX would gain somewhere between 10% and 12%.  As of the beginning of December, that looks 
close enough for government work. 

Going into the New Year does present some headwinds.  My biggest concern lies with Washington, D.C.  If our president 
continues to “dig in his heels,” it could damage the economy.  Setting aside that issue, earnings should continue to grow at a 
high single-digit pace and revenue growth should accelerate.  While the impact of a stronger U.S. dollar, a gradual increase in 
wages, and higher interest rates will also represent headwinds, these should be more than offset by stronger GDP growth, 
better productivity, and continued elevated profit margins.  Moreover, due to strong earnings growth, valuations still look 
reasonable.  Finally, in the U.S., investors are sitting on $11 trillion dollars in cash earning a zero return.  As fears of the 2008 
financial fiasco dissipate, some of this cash is likely going to find its way into stocks.  Given these thoughts, I believe it is 

reasonable for the S&P 500 to achieve a total return in 2015 close to its historical (since 1921) 10.4% per annum return.  The 
bulk of this return should come in the first half of 2015 and then grind higher in the second half as interest rates rise, 
causing P/E ratios to marginally contract.  I think 2015 will be a year that favors cyclical stocks over the defensive names 
as the economy continues to strengthen.  Large-capitalization stocks have clearly outperformed the small-/mid-cap 
complex, but I believe we are at the stage of the secular bull market where everything is going to work.  I also think 
growth stocks look cheaper than value stocks. 

 

 

http://www.media-server.com/m/p/uv4brsan
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Jeffrey Saut 

Good Year for Utilities 

In retrospect one of my worst calls of 2014 was to avoid Utilities because I thought interest rates were going 
to rise.  With over a 25% gain YTD, the D-J Utility Average has been one of the best performing indexes, while 
obviously my interest rate call was equally as poor.  However, I did get most of the other sectors generally 
correct.  
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Jeffrey Saut 

Historical Drawdowns within Context of Secular Bull Market 

At the beginning of 2014 I wrote: The S&P 500 was better by 32.4% last year (2013), and up over 45% from the 
June 2012 low without any meaningful correction.  The median historical drawdown following such a rally 
called for between a 5% and 7% decline in the first three months of this year and between a 10% and 12% 
pullback sometime during the year.  But, such a drawdown/pullback should be viewed within the context of a 
secular bull market.  We got a 6% pullback in January/February and a 9.84% decline in September/October, 
which were close enough for government work.  We actually recommended raising some cash in July/August 
in anticipation of a 10% - 12% pullback. 
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Jeffrey Saut 

How Bottoms are Made 

On October 15, 2014 my colleague Andrew Adams and I did a special conference call on behalf of the 
Raymond James Investment Strategy Committee.  Their concern was, “Should we sell stocks?”  Our advice was 
a resounding NO!  We stated the time to sell stocks, and raise some cash, was back in July and August, not 
after a nearly 10% decline that had left the equity markets as oversold as they have been since October 2011.  
In fact, we espoused that this is how bottoms are made; and while the bottoming process was not textbook, 
hereto it was close enough for government work.  Verily, there were the most “selling climaxes” (read: very 
oversold) at the October 15th low than we have seen since the “valuation low” of October 4, 2011. 
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Jeffrey Saut 

Cash Should Find its Way Back to Equities 

Clearly, the S&P 500 has done very well for 2014, yet from many financial advisors I get the question, “Would you 
please explain in one of your letters why our portfolios are underperforming the S&P 500?”  The answer to said 
question is pretty easy.  You probably have too much cash and have too big a position in international investments.  I 
would suggest advisors tell their clients just what their benchmark is.  Additionally, if you are underperforming, but 
doing so with half of the S&P 500’s “risk” (beta), then you are a “risk-adjusted” financial advisor and have nothing to 
apologize for to your clients.  While it is believed individual investors have $11 trillion on the sidelines, professional 
investors also have too much cash.  In 2015 this cash should begin to find its way back into the equity markets. 

 
Source: Gavekal Capital. 
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Jeffrey Saut 

Themes for 2015 

Going into the New Year does present some headwinds.  My biggest concern lies with Washington, D.C.  If our president 
continues to “dig in his heels,” it could damage the economy.  Setting aside that issue, earnings should continue to grow at a 
high single-digit pace and revenue growth should accelerate.  While the impact of a stronger U.S. dollar, a gradual increase in 
wages, and higher interest rates will also represent headwinds, these should be more than offset by stronger GDP growth, 
better productivity, and continued elevated profit margins.  Moreover, due to strong earnings growth, valuations still look 
reasonable.  Finally, in the U.S. investors are sitting on $11 trillion dollars in cash earning a zero return.  As fears of the 2008 
financial fiasco dissipate, some of this cash is likely going to find its way into stocks.  Given these thoughts, I believe it is 
reasonable for the S&P 500 to achieve a total return in 2015 close to its historical (since 1921) 10.4% per annum return.  The 
bulk of this return should come in the first half of 2015 and then grind higher in the second half as interest rates rise, causing 
P/E ratios to marginally contract.  I think 2015 will be a year that favors cyclical stocks over the defensive names as the 
economy continues to strengthen.  Large-capitalization stocks have clearly outperformed the small-/mid-cap complex, but 
I believe we are at the stage of the secular bull market where everything is going to work.  I also think growth stocks look 
cheaper than value stocks. While I have many macro themes (the digitization of society, waste, water, robotics, education, 
etc.) in the New Year I think investors would do well to keep these themes foremost in their minds: 
 
Lower Fuel Prices: This extended period of lower fuel costs should benefit companies that are dependent upon fuel as an 
input, such as the airlines, trucking, cruise lines, railroads, shippers, etc.  Additionally, consumers are paying less at the pump 
and the hope is that those savings will now flow into other areas of the economy, like the Consumer Discretionary sector. 

Smarter Policymakers: One of my major themes has been that we will elect smarter government policymakers and 
subsequently get smarter policies.  With the mid-term elections over, we shall now see if these newly elected officials can 
help enact more business-friendly policies to further boost the economy and create jobs. 

Interest Rate Increases: The Federal Reserve is expected to begin raising short-term interest rates in the second half of 2015.  
Will the market begin to anticipate this move and buck the trend of lower rates that we have seen in 2014? We believe so, 
with higher rates more likely in the second half of 2015 because the economy is strengthening. 

Immigration Reform: President Obama issued an executive order last month that may allow approximately 5 million 
immigrants to legally work (and pay taxes) here in the United States.  This action should benefit certain companies and 
industries, while providing additional tax revenue for the country.  
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Jeffrey Saut 

As a way into the technical analysis portion of Gleanings, I want to share this quip 
from Ryan Lewenza, Private Client Strategist and Portfolio Manager, of our Canadian 
affiliate Raymond James Ltd. 

I'm bang in line here with Jeff as far as my expectation for returns next year.  I'm at 8% to 10% 
for total returns.  But I would add two things, one from a cycle perspective.  So, going through 
the different market cycles, the presidential cycle is very bullish for Year 3, which we're just 
about to hit.  On average, Year 3 posts a 16% rate of return versus 6% for all other years.  The 
second bullish cycle, I looked at US mid-term elections, how that sets up for the next year.  Since 
1945, the S&P 500 has returned 17% in the subsequent 12 months following U.S. mid-term 
elections, with not one down year.  I thought that was a pretty interesting stat. Looking at the 
decennial cycle, the 10-year cycle, normally fifth year is very bullish for stock returns.  And then 
finally from the four-year business cycle, the four-year business cycle hits this year, 2014.  That 
probably explains the recent weakness we had in October.  So, that would set us up for a non-hit 
next year. 
 
When you look at the four or five different market cycles, all of those are very bullish.  And then 
a final point here from a technical perspective, the S&P is above its rising 40-week moving 
average.  The advance decline line just made a new high.  As Jeff always likes to point out, we 
just had another Dow Theory buy signal in November.  So, we've got an improving economy that 
bodes well for stronger earnings.  Cycles are bullish.  Technicals are currently bullish.  I'm still 
bulled up for next year.   
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Andrew Adams 

Technical Help 

The fall in the price of crude oil has, so far, ignored several seemingly important technical levels on the way 
down, as the negative sentiment and fundamentals have taken hold of the market. Nothing really leads me to 
believe that this dynamic will change here, but we are nearing an area on the chart that could perhaps finally 
force the commodity to stabilize. The $53.85-$55 zone has proved important in 2006 and 2009 and also 
contains the 76.4% Fibonacci Retracement of the 2008 – 2011 move.  Additionally, oil is now more oversold 
based on the weekly Relative Strength Index than it was back during the 2008-2009 sell-off. 
 

 
Source: ThomsonReuters. 
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Andrew Adams 

Oil Volatility 

The Volatility Index (VIX) is often used to measure the supposed “fear” in the stock market, but below is 
actually the Volatility Index for crude oil. As you can see, the drop in oil prices has been accompanied by a 
sharp rise in implied volatility and now the oil VIX is significantly above the two standard deviation point 
denoted by the Bollinger Band lines. That’s getting a little technical, but the main idea is that the implied 
volatility in the market has reached levels that almost never occur and these types of moves usually do burn 
out and revert back to more normal levels. We are also seeing some negative divergence with the Relative 
Strength Index, as the VIX makes new highs while the lower indicator does not. This signals that the move may 
be nearing an end. 
 

 
Source: Stockcharts.com 
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Andrew Adams 

Dollar Resistance…For Real This Time 

Just as oil has neglected important technical levels during its fall, the U.S. Dollar Index has behaved similarly 
amidst its parabolic move up over the past few months. However, this time may finally be different, as the 
89.62 high that coincided with the March 2009 bottom in stocks is now in play and knocked the greenback 
down last week. At the same time, we are seeing some negative divergence on the chart, with the Relative 
Strength Index failing to make new highs even as the index itself has. This represents a slowing in the strength 
of the trend, and any weakness in the dollar should help take some pressure off of commodities that have 
been beaten down recently. 
 

 
Source: ThomsonReuters. 
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Andrew Adams 

China About to Cool Off? 

Back in the summer I pointed out in one of these Gleanings reports that the Shanghai Index was breaking out 
from a multi-year triangle pattern and that China could see higher stock prices. The subsequent move 
exceeded even my bullish expectations and has now brought the index to resistance from the highs back in 
2011. If anyone did purchase exchange-traded products that track China’s market or even individual 
companies, now may be a good time to take some gains and get some risk off of the table. These multi-year 
trends can certainly last a long time, but the action last week leads me to be believe that the easy money may 
have been made for now. 
 

 
Source: ThomsonReuters. 
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Andrew Adams 

Will Interest Rates Derail Stocks in 2015? 

While the Federal Reserve’s decision to raise the target federal funds rate will remain dependent on the 
economic data, many experts expect the first raise to come sometime in the second half of next year. A rising 
interest rate environment is typically thought to be a negative for stocks, but the last time the Fed raised rates 
(2004-2006) the S&P 500 (solid green line) continued to appreciate despite the tightening. Also of note, the 
benchmark 10-year U.S. Treasury Rate (dotted red line) actually began to climb months before the Fed first 
took action and continued to vacillate up and down throughout the entire 2004-2006 period. 
 

 
Source: Stockcharts.com 
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Andrew Adams 

Top of the Channel? 

The 10-year U.S. Treasury yield fell more last week on a closing basis than at any point since June of 2012 and 
is now back down at the lower end of the downward-sloping channel that has held most of its movements 
during 2014. If the pattern continues, then I would expect rates to bounce back up over the next few weeks to 
near the top line of the channel, giving a preliminary target of around 2.3%. 
 

 
Source: ThomsonReuters. 
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Andrew Adams 

Time for a Break 

It’s not a complete surprise that the stock market ran into some trouble last week. The rise over the last 
couple of months had brought the S&P 500 back up to the upper trendline that has provided resistance on 
several occasions going back to 2010. Additionally, while the market has continued to make new highs, it has 
done so with less momentum when judged by the Relative Strength Index, which has not exceeded its 
previous highs. And while the lower trendline was violated during the October sell-off, the S&P 500 has since 
risen back above that line, leading me to believe it was a false breakdown and not a sign of more extensive 
losses to come. 
 

 
Source: ThomsonReuters. 
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Andrew Adams 

Thanks Energy! 

It is no secret that Energy stocks have played the role of laggard over the past few months, but their relative 
performance to the other S&P 500 sectors is really astounding. The next worst-performing sector, Materials, 
has still outperformed Energy by over 20% since July 1st of this year. The fact that the overall market 
continued to make new highs while one of its sectors performed so poorly can be seen as a sign of underlying 
strength. 
 

 
Source: Stockcharts.com 
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Scott Brown 

2015 Economic Outlook – Key Themes 

The Rest of the World 

 Geopolitical tensions 

 Slow global growth (and the impact on the U.S.) 

 Central bank policies 

 

A Sustained Decline in Oil Prices 

 Negative impact on oil exploration & production 

 Positive benefit to U.S. consumers and businesses 

 Mixed impact on the rest of the world 

 

Federal Reserve Policy 

 Normalization: when to begin raising short-term interest rates 

 Managing market expectations 

 

Washington, D.C. 

 Possible showdown over the federal budget (no longer an issue) 

 Possible showdown over the debt ceiling 

 

Domestic Fundamentals 

 Continued recovery from recession/improving fundamentals 
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Scott Brown 

2015 Economic Outlook – The Rest of the World 

Geopolitical Tensions 

 Ukraine/Russia, Islamic State, etc. 

 Still simmering on the back burner, could boil over in 2015 

 

Slow Global Growth and the Impact on the U.S. 

 Weaker foreign earnings, lower dollar-value of those earnings 

 A problem for many U.S. firms 

 Stronger dollar/Lower commodity prices 

 Sustained decline in oil prices 

 Increased capital inflows 

 Downward pressures on U.S. long-term interest rates 

 

Central Bank Policies (positive reaction in U.S. financial markets) 

 More effort from the Bank of Japan (late October 2014) 

 Credit easing from the People’s Bank of China 

 European Central Bank moving toward quantitative easing 

 

In recent weeks, U.S. equity markets have reacted negatively to signs of economic weakness abroad, 
but positively to increased efforts from the BOJ, PBOJ, ECB 
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Scott Brown 

In the Short Term, Central Bank Policy Plays a Major Role in Exchange Rates 
(Tighter Fed, Easier BOJ, PBOC, ECB) 
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Scott Brown 

2015 Economic Outlook – Low Oil Prices 

Negative Impact on U.S. Exploration & Production 

 Cause: increased supply, decreased demand 

 OPEC attempting to pressure fracking 

 Low prices likely to be sustained 

 Rapid growth in recent years, but still a small part of U.S. economy 

 E&P payrolls are 0.15% of total jobs (tiny even if you add twice that in support jobs) 

 Accounts for about 6.8% of business fixed investment (or 0.9% of GDP) 

 

Positive Benefits of Lower Oil Prices 

 Impact depends on how low and for how long, but shows up with a lag 

 For consumers: $1 drop in gasoline price => $100 billion/year in spending 

 That’s nearly 0.8% of consumer spending, about 0.6% of GDP 

 Spending less on gasoline, consumers have more to spend elsewhere 

 Biggest plus for the middle class (where gasoline is a bigger part of the budget) 

 For businesses: lower transportation costs, lower input costs 

 

Mixed Impact Outside the U.S. 

 Very difficult for oil producers (Venezuela, Mexico, etc.) 

 A positive for oil importers (Japan, China) 
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Scott Brown 

Oil and Gas Prices Have Fallen Sharply 
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Scott Brown 

Some Impact in 4Q14, More Expected into 2015 
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Scott Brown 

2015 Economic Outlook – Fed Policy 

Policy Normalization 

 Expect to start raising short-term interest rates in 2015, but gradually 

 Decision to begin raising short-term rates will be data-dependent 

 Labor market outlook to play the major role 

 How much slack, how much wage pressure / ability to pass higher labor costs 
along? 

 Should be a natural consequence of an improving economic outlook 

 Lower long-term inflation expectations could delay the initial rate hike 

Managing Market Expectations 

 Less complicated than tapering QE3 

 Choice of language will be very important 

 Possibility that markets will overreact or move in the wrong way 

 2013’s taper tantrum: long-term interest rates rose for no good reason 

 2014’s tapering in QE: long-term interest rates fell 

 Fed will respond to financial market reaction (things could get choppy) 

 

Initial hike seen likely in June, July, or September (but it depends).  Pay attention to the language of the 
December 17 Fed policy statement and the revised “dot chart” on the federal funds rates 
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Scott Brown 

Inflation Remains Below the Fed’s 2% Target 
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Scott Brown 

Long-Term Inflation Expectations have Declined 
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Scott Brown 

Labor Market Slack is Gradually Being Taken Up 
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Scott Brown 

September 17 Plot Showed No Consensus on Timing; December 17 Plot Should Show a 
Consensus Forming 
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Scott Brown 

Fed Tools (to Normalize Monetary Policy) 

 

 The Federal Funds Target Rate – the overnight lending rate that banks charge each other to 
borrow overnight 

 The Discount Rate (alternatively, “the primary credit rate”) – the rate the Fed charges banks 
to borrow short term 

 The Interest on Excess Reserves (IOER) – the rate that the Fed pays to banks on excess 
reserves held at the Fed 

 Portfolio Reinvestment  – the Fed currently adds new securities to its portfolio to offset 
mortgage principal payments and maturing long-term Treasuries/when it stops, the size of 
the balance sheet will decrease naturally over time 

 Reverse Repos (ON RRP) – the Fed sells, on a short-term basis (usually overnight), securities 
out of its portfolio (taking reserves out of the banking system) 

 Time Deposits to Depository Institutions – the Fed issues short-term CDs to banks (taking 
reserves out of the system) 

 The Fed will announce a range for the federal funds rate target, with IOER at the top 
of the range–portfolio reinvestment is expected to end sometime after the first rate 
hike. 
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Scott Brown 

2015 Economic Outlook – Washington, D.C. 

Republican-Led Senate in 2015 

 Interparty divisions – Tea Party vs. Establishment 

 Not a 60-seat super-majority (Democrats can still bog things down) 

 No two-third majority needed in both chambers to override Obama veto 

 

Budget deficit down substantially 

 Less than 3% of GDP 

 Mostly reflects the economic recovery 

 

A Possible Showdown on the Budget 

 Solved (agreement to fund government to September nearly in hand) 

 

A Possible Showdown on the Debt Ceiling 

 Debt ceiling will be back in effect on March 18 

 Treasury can take extraordinary measures to fund the government 

 Most likely to late summer or early autumn 

 Some change of a manufactured debt crisis, but not likely 
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Scott Brown 

The Federal Budget Deficit is Down to Less than 3% of GDP 
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Scott Brown 

The Rise in Revenue Reflects the Economic Recovery 
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Scott Brown 

2015 Economic Outlook – Domestic Fundamentals 

Improving Consumer Fundamentals 

 Low gasoline prices add to purchasing power (mostly in 1H15) 

 Job growth to remain strong 

 Wage growth should pick up in 2H15 

 Bank credit gradually getting easier 

 Replacement needs continue to drive vehicle sales 

 But the pace of improvement likely to slow 

 

Better Outlook for Small and Medium-Sized Businesses 

 Bank credit still relatively tight, but gradually getting easier 

 Should account for most of the growth in jobs 

 

Housing 

 Affordability has improved 

 Less speculative buying/fewer distressed sales 

 

Government 

 Federal government less of a drag on overall growth 

 State and local government budget situations improving 
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Scott Brown 

The Pace of Vehicle Sales May Level Off in 2015 
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Scott Brown 

Housing: Still a Long Way Back to Normal 
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Scott Brown 

Economic Indicators 
 

Economic 
Indicator 

Status Comments 

Growth  
GDP growth is expected to be slower in 4Q14.  A wider trade deficit should reduce 
GDP growth in 2015, but underlying domestic demand should be strong.   

Employment  
Job destruction remains low, but seasonal layoffs may be a lot higher in January.  
Nonfarm payrolls should rise at a moderately strong pace in 2015. 

Consumer 
Spending  

Weak wage growth has been a restraining factor for consumer spending growth, but 
lower gasoline prices will add to purchasing power in 1H15. 

Business 
Investment  

Profits and cash flows remain supportive, but orders and shipments of capital goods 
were weak into 4Q14 (perhaps reflecting worries about the rest of the world). 

Manufacturing  
Mixed across industries.  Softer global growth may restrain exports, but domestic 
demand is expected to strength further into 2015. 

Housing and 
Construction  

Supply constraints and reduced affordability hurt in 2014, but housing fundamentals 
are improving.  Gradual improvement is anticipated for 2015. 

Inflation  
The PCE Price Index rose 1.4% over the 12 months ending in October (+1.6% ex-food 
& energy). There’s no pressure from commodities, production constraints, or labor.  

Monetary Policy  
The Fed is unlikely to begin raising short-term interest rates until around the middle 
of 2015 (and then only gradually), but the timing will be data-dependent. 

Long-Term 
Interest Rates  

Long-term interest rates should trend gradually higher as the economy improves and 
the Fed gets closer to raising short-term interest rates (expect a bigger impact in the 
middle of the curve).  However, long-term rates are likely to remain relatively low by 
historical standards. 

Fiscal Policy  
No longer a drag on GDP growth, but not a big plus.  We could see a showdown over 
the debt ceiling in the late summer or early autumn of 2015. 

The Dollar  
Easing central banks (ECB, BOJ) and a tightening Fed puts upward pressure on the 
dollar and increased capital inflows should further strengthen the greenback. 

Rest of the 
World  

Geopolitical tensions and concerns about global growth in general are likely to 
remain important factors for U.S. investors over the next several months.  Global 
growth is expected to be subpar into 2015. 
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Scott Brown 

Key Calendar Dates 

 December 17 – Consumer Price Index (November), Fed Policy Decision, Revised 
Fed Projections, Yellen press conference 

 December 23 – Durable Goods (Nov), GDP (3Q14, 3rd est.) 

 December 25 – Christmas Holiday (markets closed) 

 December 30 – Consumer Confidence (December) 

 January 1 – New Year’s Holiday (markets closed) 

 January 2 – ISM Manufacturing Index (December) 

 January 9 – Employment Report (December) 

 January 22 – European Central Bank Policy Meeting 

 January 28 – Fed Policy Decision, no press conference 

 March 18 – Fed Policy Decision, Yellen press conference 

 April 29 – Fed Policy Decision, no press conference 

 June 17 – Fed Policy Decision, Yellen press conference 
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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 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. 

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 purchase 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   
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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. 
 
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. 
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Rating Distributions 

 Coverage Universe Rating Distribution Investment Banking Distribution 

 RJA RJL RJ LatAm RJEE RJA RJL RJ LatAm RJEE 

Strong Buy and Outperform (Buy) 56% 66% 50% 45% 25% 36% 0% 0% 

Market Perform (Hold) 41% 33% 50% 43% 8% 26% 0% 0% 

Underperform (Sell) 4% 1% 0% 12% 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. 

 

Valuation Methodologies 

Valuation Methodology:  The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and quantitative 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 (MO2) have target prices and 
thus valuation methodologies.   

 

 

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 (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. 

http://www.rjcapitalmarkets.com/Disclosures/index
http://www.raymondjames.com/
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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 and exchange-traded funds carefully before investing. The prospectus contains 
this and other information about mutual funds and exchange –traded 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 FCA 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 Conduct 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 Conduct Authority in  the United Kingdom. 

For clients in France: 

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 Règlement Général de l’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 contrôle prudentiel et de résolution in France and regulated by the Autorité de contrôle 
prudentiel et de résolution 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 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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