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“Shark Week” 
 
Back in the 1970’s there was a TV series on every Sunday featuring Peter Benchley, the novelist who wrote the bestselling book Jaws.  I remember one Sunday’s show in 
particular.  Benchley and underwater photographers were diving on Australia’s Great Barrier Reef, where they were assured sharks are always present.  They saw and televised 
moray eels, manta rays, and every underwater creature conceivable, but no sharks.  Day after day they continued diving and it was more of the same.  On the fifth day down, 
the underwater life seemed especially plentiful with a vast variety of specimens virtually everywhere, but once again . . . no sharks!  All of a sudden, an eerie stillness fell upon 
the scene.  All marine life seemed to disappear.  Then out of the silence there it came, 20 feet of sheer terror, the Great White Shark!  And, how appropriate to recall that video 
quip as the Discovery Channel celebrates “Shark Week.”  Unfortunately, that same “eerie stillness” can be applied to Wall Street this year begging the question, “Is it safe to get 
back in the water?”  Eerie stillness indeed for the S&P 500 (SPX/2119.21) has “stood still” year-to-date with the narrowest range in the history of the index.  To wit, the SPX has 
not been up or down (on a closing basis) more than 3.5% so far this year.  That’s historic!  In fact, since 1965 there have been only 10 other times when the SPX was not up or 
down by more than roughly 6%.  According to my friends at the Bespoke Investment Group, when this has occurred the average gain for the SPX during the second half of the 
year has been 6.01% (median: +5.63%) with positive returns 62.3% of the time.  The “eerie stillness” syndrome can also be applied to earnings where the “bears” growl, “There 
is no earnings growth and the dollar strength is going to exacerbate that situation.”  I liken all the attention to the U.S. dollar to driving down the road while looking in the 
rearview mirror since the Dollar Index peaked last spring.  Yes, it will have some impact on earnings in 2Q15, but after that it should be non-impactful.   
 

 

As for earnings, the bear boos have been telling us for years that earnings were not going to be up to snuff and they have been 
wrong.  Yes, earnings momentum has slowed, yet we expect it to accelerate going forward; and, it has already started.  Verily, it 
wasn’t too long ago that 2Q15 earnings were expected to be down over 5%.  Now that expectation is for down 3%, but judging 
by the current earnings “beat rate,” 2Q earnings are on track to end up by 3%.  That could make 2015’s S&P 500 earnings 
number $121, which is what we wrote about back in April when we said analysts have cut earnings estimates by too much based 
on weakness in the energy and financial complexes.  If that proves correct, the SPX is trading at 17.5x 2015’s earnings, and if next 
year’s S&P earnings estimate of $132.06 proves correct, the P/E multiple is 16.1x.  Obviously, we continue to believe we are in a 
secular bull market that has years left to run, even though our models are suggesting a very modest pullback over the next few 
weeks.  If correct, that pullback is for buying.  
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Jeffrey Saut 

History Suggests S&P 500 Set Up for Strong Second Half 

The S&P 500 has not been up or down more than 3.5%.  That’s historic.  In fact, since 1965 there have only 
been 10 other times when the S&P was not up/down by more than roughly 6%.  When this has occurred in 
the past, the average gain for the SPX during the second half of the years has been 6.01% 

 

 

Source: Bespoke Investment Group. 
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Jeffrey Saut 

Here is the Record 
 

 
Source: Bespoke Investment Group. 
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Jeffrey Saut 

Dollar Won’t Negatively Impact Earnings 

Yes, the U.S. Dollar Index has strengthened again, and in the process has broken above its downtrend line, 
but we are sticking with our April 2015 “call” that the dollar has peaked on a short- to intermediate-term 
basis and we don’t think it will negatively impact earnings going forward. 

 

Source: Bespoke Investment Group. 
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Jeffrey Saut 

Speaking to earnings, in April’s Gleanings report we wrote, “One well-known strategist 
believes the decline in oil prices will lop $6 off of S&P 500 earnings, but she fails to 
consider the positive effect of low energy price.”  We quoted Fundstrat at the time (as 
written by David Kotok): 

“According to Fundstrat’s estimate, the negative impact on S&P 500 earnings in 2015 will be $4.63.  The positive impact on S&P 500 
earnings will be $10.04.  Thus the net impact is a positive $5.41.  That is, the overall impact of lower energy prices on S&P 500 
earnings in 2015 will be an improvement of $5-plus per S&P 500 share.  Energy prices fall; the Energy sector is hurt; the rest of the 
economy improves; the net effect is positive.  That is the conclusion of Fundstrat.  We agree with them.  . . . Remember that this stock 
market effect is inter-temporal.  There is the immediate down shock and the lag time to the positive outcome is two to three 
quarters.  That is why Barclays is forecasting acceleration of [economic] recovery as the year progresses.  We agree.  Also, how does 
one price this shift of $5 in S&P earnings?  Is it temporary, or is it more permanent?  If temporary, the pricing change is small.  If 
permanent, one could price it at 18-20 times, or a 5% permanent upwards shift in the S&P 500 Index trend baseline.” 

 

And again, as written by me: 

Boy, if that sounds familiar it should because I have argued that according to Ben Graham’s P/E formula, or the Rule of 20’s 
formula, price/earnings ratios (P/Es) should be higher than where we trade currently.  In fact, according to those two metrics, 
the S&P 500’s (SPX/2119.21) P/E should be somewhere between 18x and 20.5x, suggesting price targets for the SPX, even 
given (IMO) the overly reduced S&P estimate ($121), approaching 2178 and 2480. 
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Jeffrey Saut 

Markets Ignoring Estimate Revisions 

Clearly analysts’ earnings estimates have come down, but so far the equity markets have ignored that fact, 
suggesting the markets are “seeing” something the analysts are not.  Indeed, a few weeks ago the S&P’s 500 
earnings for 2Q15 were anticipated to be down by 5%.  Now the expectation is for -3%, but judging by the 
current earnings “beat rate,” 2Q’s earnings could be up 3%  

 

Source: Bespoke Investment Group. 
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Jeffrey Saut 

S&P 500 Targets 

If that +3% growth in earnings for 2Q15 plays out, it implies the S&P 500 could earn $121 in 2015, and if next 
year’s estimate of $132.06 is right, it means the S&P is trading at a P/E of 17.5x this year’s earnings and at 
16.1x next year’s S&P bottom-up, operating earnings estimate.  Moreover as stated, we think the P/E ratio 
should be somewhere between 18x and 20.5x, rendering upside targets of 2178 and 2480.  

 

  

Based on this year’s approximate $121 
potential earnings: (18 x $121 = 2178 or 
20.5 x $121 = 2480) 

 

Based on next year’s approximate $132 
potential earnings (18 x $132 = 2376 or 20.5 
x $132 = 2706)  
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Jeffrey Saut 

Bull Market Alive and Well 

Obviously, we continue to believe the secular bull market is alive and well with years left to run, even though 
on a very short-term basis our models suggest a shallow pullback that is for buying 

 

 

Source: Raymond James Research. 
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Jeffrey Saut 

Secular Bull Market  

Whatever the near-term machinations, over the longer term, investors should keep in mind secular bull 
markets tend to last 14-15 years and return, on average, gains of about 16% per year.  Since we are nearly six 
and a half years into this one, we believe it is reasonable to expect another eight to nine years for the “bull 
run.”  Notice that every time the S&P 500 has emerged from a range-bound environment (1900 – 1924; 1937 
– 1948; 1966 – 1974) the S&P 500 has always morphed into a secular bull market.  I don’t think it is different 
this time.  Unfortunately, investors continue to fret about all the negatives du jour because they fail to 
understand that the equity markets do not care about the absolutes “good and bad,” the only thing markets 
care about is if things are getting better, or are things getting worse.”  I think things are getting BETTER!  

 

Source: J.P. Morgan Asset Management. 



Raymond James Gleanings 

© 2015 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved.  

International Headquarters:  The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863 11 

Andrew Adams 

The Technical Picture 

I have mentioned in the past that one reason I believe we are getting this prolonged sideways period is that the 
market may have reached its technical peak late last year. The top trend line in the S&P 500 chart below has 
capped prices going back to early 2010, and since we last hit that line in December of 2014 stocks have done 
nothing but meander without trend. However, one favorable consequence of this consolidation is that it has 
given the top line time to extend higher, and at this point we are now about 5% away from it and that is 
increasing every week. So, if we can get back up over that lower line, which should also now be acting as 
resistance, we could have about 5%-6% of potential upside. 

 

Source: TC2000. 
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Andrew Adams 

VIX Explodes, Then Collapses 

While anyone paying attention to the markets this year would likely agree that we have seen some crazy 
volatility, up until a few weeks ago, the most common measure of volatility, the VIX, had actually been about as 
low as it gets. That quickly changed with all of the Greece and China noise, as the VIX shot up about 70% to 
threaten the 20 level that many traders watch very closely. However, just as quickly as volatility spiked, it has 
collapsed back down to the lows as the global landscape has settled down. So while we may continue to see 
stocks trade all over the place, there just doesn’t seem to be much fear out there.  

 

Source: Stockcharts.com. 



Raymond James Gleanings 

© 2015 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved.  

International Headquarters:  The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863 13 

Andrew Adams 

Breadth Still Disappointing 

Even though the S&P 500 appears to be breaking out (smaller chart at bottom), the NYSE Common Stock Only 
Advance/Decline Line, my preferred measure of market breadth, is still far from making new highs and is even 
struggling to get back into an uptrend. This means that we’re still not seeing the broad participation that 
generally accompanies a healthy market. That does not mean that the averages cannot still do well, but if 
you’re picking individual stocks, you do have to be more selective and it becomes harder to make consistent 
returns. 

 

Source: Stockcharts.com. 
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Andrew Adams 

Top-Heavy Market 

Since many of the major market averages investors follow are weighted by market capitalization, the larger 
companies are having greater and greater influence as they become bigger and bigger. For instance, as of June 
30, 2015, Apple, Microsoft, Amazon, Facebook, and Google made up 35.9% of the NASDAQ 100 Index (source: 
NASDAQ), meaning that their performance has a disproportionate impact on the overall index. As you can see 
in the chart below, the normal, market-cap-weighted version of the NASDAQ 100 (blue) is making new highs, 
while the equal-weighted version (orange), is not. This shows how much of an impact a handful of stocks can 
have.  

 

Source: Stockcharts.com. 
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Andrew Adams 

Raymond James Research Review 

• Only 53% of stocks in Raymond James’ U.S. coverage universe are up so 
far in 2015 

 

• While the S&P 500 was down 1.68% from its 52-week high on June 25, 
2015, the average Raymond James stock was down 17.26% 

 

 

• Average P/E ratio for RJ companies based on 2015E is 22x – not cheap 
but consistent with smaller market cap companies in a bull market 
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Andrew Adams 

A Tale of Two Markets 

There are just over 1000 companies in the Raymond James U.S. Equity Research coverage universe. That means 
we can break it down into deciles of roughly 100 stocks and try to detect some patterns based on the data. For 
example, we sorted all of the stocks by how far each is to its 52-week high, and the results really show the 
dichotomy of the market right now. The stocks that have done well are very near their yearly highs (the top 
300 stocks are within 6% of their highs) and the stocks that have underperformed have done REALLY poorly 

(the “500
th

” stock is down almost 13%). This goes to show that the market is very reliant on those stocks doing 
well to prop up the major averages and that we’re still seeing very narrow breadth. 

Decile Maximum Percent Below 52-Week 
High 

1 -1.41% 

2 -3.00% 

3 -5.67% 

4 -8.96% 

5 -12.55% 

6 -16.93% 

7 -24.08% 

8 -34.75% 

9 -60.15% 

10 -95.74% 

 
 

Source: Raymond James Equity Research 
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Andrew Adams 

Negative Sentiment Retreats 

One indicator I monitor closely is the Equity Put/Call ratio. Generally, when traders are feeling optimistic about 
the near-term outlook, they will buy calls in anticipation of higher prices, and, conversely, when they begin to 
panic they will buy more puts, making this indicator spike to the upside. Coming into last week, the Put/Call 
ratio had hit extreme levels rarely seen, which was a major reason why I thought we would get a bounce. 
However, now that the bounce has come, sentiment has settled back down to the long-term average. 

 

Source: IndexIndicators.com 

http://www.indexindicators.com/
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Andrew Adams 

Stocks are Still Oversold 

Another indicator I regularly follow is the percentage of stocks above their 50-day moving average. In a healthy 
market, you want to see broad participation across stocks, but it’s quite common to see the market swing too 
far in one direction and give us overbought and oversold readings. Over the last three years, for instance, the 
market has averaged almost 57% of stocks being above the key 50-day moving average, but even with the 
recent bounce we’re still only seeing current readings of roughly 40%, meaning the market is still oversold 
when compared to the three-year average.  

 

Source: IndexIndicators.com 

http://www.indexindicators.com/
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Andrew Adams 

Negative Expectations = A Positive 

Wall Street analysts have long been known for being too enthusiastic when it comes to cutting their estimates, 
creating an environment that allows companies to beat expectations once earnings season comes. Bespoke 
Investment Group has managed to quantify this effect, however, and it does indeed appear that when analysts 
come into an earnings season having mostly revised their estimates downward, it typically leads to positive 
gains for stocks. For example, over the last six years there have been 18 instances when the net four-week 
earnings revision spread was negative coming into earnings season and 15 of those cases (83%) resulted in 
higher stock prices. And I bring this up, of course, because analysts have been mostly negative coming into this 
season. 

 

Source: Bespoke Investment Group 
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Andrew Adams 

Gold Digging a New Hole 

They say that there are good and bad trades and that there are winning trades and losing trades, but it is 
possible for a good trade to lose money and for a bad trade to make money. I thought gold was a good trade 
earlier this year when it appeared to be breaking out of its downtrend after a prolonged bottoming phase, but 
that turned out to be a false breakout and the metal has since struggled to gain any sort of momentum on the 
upside. The SPDR Gold Trust (GLD/$105.37) can be used as a proxy for the futures contract and appears to be 
breaking down further. There may be some support around $100, but at this point I believe the risk of it falling 
down more outweighs the probability of it turning around here. The global inflation fears are just not there to 
propel gold higher right now. 

 

Source: TC2000. 
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Scott Brown 

Economic Outlook – Key Themes 
 

Domestic Fundamentals 

 Moderate 2Q15 economic reports (real GDP growth seen at 2.0-2.5%) 

o Up from -0.2% in third estimate for 1Q15 

 Adverse weather, West Coast port delays 

 Impact of strong dollar, correction in oil & gas drilling (sharp drop in business structures) 

o Advance estimate for 2Q15 + annual benchmark revisions due July 30 

 GDP growth poised to pick up in the second half of 2015 

o Consumer: strong job growth, real wage gains y/y 

o Housing: better, but still far from a full recovery 

o Business fixed investment: hoping for a pickup 

Federal Reserve 

 Still on track for an initial rate hike later this year 

o September 17, most likely, but it depends… 

o Drivers: labor market, inflation outlook, financial stability 

o Risks (of moving too soon or too late) not symmetric 

o No need to hit the brakes, but need to take the foot off the accelerator at some point 

 Path of future Fed rate increases expected to be gradual 

o Monetary policy will still be accommodative after the first couple of rate hikes 

Rest of the World 

 Greece, China 
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Scott Brown 

Job Growth: Slower, but Still Strong in 1H15 
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Scott Brown 

Labor Market Slack is Being Gradually Reduced, but a Lot of Slack Remains (toward 
normal in late 2016) 
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Scott Brown 

The Underlying Trend in Inflation is Below the Fed’s 2% Goal 
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Scott Brown 

Fed Policy 
 

Fed’s Revised Summary of Economic Projections: 

 At every other policy meeting (four times per year), senior Fed officials (the governors and the 12 
district bank presidents) submit forecasts of GDP growth, unemployment, and inflation. 

2015 2016 2017 longer run 

Real GDP (4Q/4Q) 1.8% to 2.0% 2.4% to 2.7% 2.1% to 2.5% 2.0% to 2.3% 

Mar Projections 2.3% to 2.7% 2.3% to 2.6% 2.0% to 2.4% 2.0% to 2.3%

Unemployment Rate (4Q) 5.2% to 5.3% 4.9% to 5.1% 4.9% to 5.1% 5.0% to 5.2%

Mar Projections 5.0% to 5.2% 4.9% to 5.1% 4.8% to 5.1% 5.0% to 5.2%

PCE Price Inflation (4Q/4Q) 0.6% to 0.8% 1.6% to 1.9% 1.9% to 2.0% 2.0%

Mar Projections 0.6% to 0.8% 1.7% to 1.9% 1.9% to 2.0% 2.0%

Core PCE Price Inflation (4Q/4Q) 1.3% to 1.4% 1.6% to 1.9% 1.9% to 2.0%

Mar Projections 1.3% to 1.4% 1.5% to 1.9% 1.8% to 2.0%
 

(These are central tendency forecasts, which exclude the three lowest and three highest forecasts of 
the Fed governors and 12 district bank presidents) 

 

Fed officials also forecast the appropriate level of the federal funds target rate… 
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Scott Brown 

Most Fed Officials Expect that it will be Appropriate to Begin Raising Short-Term 
Interest Rates This Year 
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Scott Brown 

Long-Term Interest Rates Ought to Drift Gradually Higher 
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Scott Brown 

The Dollar has been Strengthening Again 
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Scott Brown 

Risks from Abroad 

Greece 

 New Bailout agreement 

o Approved by Greek Parliament 

o Approved by European finance ministers 

o Some details still need to be worked out 

 IMF: no hope for Greece without significant debt forgiveness 

 German finance minister: there will be no debt forgiveness 

o Schäuble: exit from monetary union “could perhaps be a better way” for Greece 

 Greece still not solved – situation will boil over again 

China 

 Stock market correction unlikely to crash the economy 

o However, decline in share prices may coincide with a broader slowing in the economy 

 Fed Chair Yellen: “China continues to grapple with the challenges posed by high debt, weak property 
markets, and volatile financial conditions” 

Possible bad reaction in emerging economies to initial Fed hike 

 As in the 2013 “taper tantrum” 

 IMF has urged Fed to wait 
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Scott Brown 

Economic Indicators 
 

Economic 
Indicator 

Status Comments 

Growth  
Real GDP growth was restrained in the first half of the year by a number of transitory factors.  The pace should 
pick up in the second half of the year. 

Employment  
Job growth, while slower than in 2014,  has remained relatively strong.  Job destruction remains low.  New hiring 
is strong, led by small and, medium-sized firms. 

Consumer 
Spending  

Strong job growth and lower gasoline prices are supportive.   The pace of consumer spending growth should pick 
up.  Spending results appear uneven across consumer sectors. 

Business 
Investment  

Capital orders and shipments have been weak, possibly reflecting the impact of the strong dollar on corporate 
profits (a key driver of business investment and new hiring). 

Manufacturing  
Mixed across industries.  Good year-over-year growth in auto production, but generally soft otherwise.  The 
strong dollar has hit exports. 

Housing and 
Construction  

Activity has picked up in late spring and early summer, but affordability issues and tight credit remain constraints 
at the entry level of the market. 

Inflation  
The PCE Price Index rose 0.2% over the 12 months ending in May (+1.2% ex-food & energy).  There is no inflation 
pressure from commodities, production constraints, or the labor market.   Inflation expectations remain low. 

Monetary 
Policy  

The Fed is still on course to begin raising short-term interest rates later this year (most likely September, but the 
timing decision will be data-dependent).  More importantly, the pace of rate hikes (beyond that initial hike) is 
expected to be very gradual. 

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).  U.S. bond yields will also 
depend on overseas developments and we could see an over-reaction to the Fed’s initial move. 

Fiscal Policy  

Federal fiscal policy is no longer a drag on GDP growth, but not a big plus either.  We are likely to see a 
showdown over the debt ceiling in the early autumn.  State and local government spending is picking up 
modestly as budget positions improve. 

The Dollar  
The U.S. dollar is expected to be range bound in the near term, with a key focus on Federal Reserve actions and 
foreign central bank policies. 

Rest of the 
World  

Accommodative monetary policy and low oil prices should help the rest of the world recover, but there are 
significant downside risks.  Greece is likely to remain a recurring headline issue for the financial markets through 
the autumn. 
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Scott Brown 

Key Calendar Dates 

 July 27 – Durable Goods Orders (June 

 July 28 – Consumer Price Index (May) 

 July 29 – Fed Policy Decision, no press conference 

 July 30 – Real GDP (2Q15 advance + benchmark revisions) 

 July 31 – Employment Cost Index (2Q15) 

 August 1 – Personal Income, Spending (June, +benchmark rev.) 

 ISM Manufacturing Index (July) 

 Motor Vehicle Sales (July) 

 August 7 – Employment Report (July) 

 August 13 – Retail Sales (July) 

 September 7 – Labor Day Holiday (markets closed) 

 September 17 – Fed Policy Decision, Yellen press conference 

 October 28 – Fed Policy Decision, no press conference  

 December 16 – 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 that are responsible for the creation and distribution of research in their respective areas: in Canada, Raymond James Ltd., Suite 2100, 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 (also trading as Raymond James International), 40, rue La Boetie, 75008, Paris, France, +33 1 45 64 0500, and Raymond James Financial International Ltd., Broadwalk 
House, 5 Appold Street, London, England EC2A 2AG, +44 203 798 5600. 

 

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. 
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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. 
 
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 Europe (Raymond Euro Equities SAS & Raymond James Financial International Limited) 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. 
 
 

 

 

 



Raymond James Gleanings 

© 2015 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved.  

International Headquarters:  The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863 34 

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 RJ Europe RJA RJL RJ LatAm RJ Europe 

Strong Buy and Outperform (Buy) 56% 66% 64% 42% 22% 45% 0% 0% 

Market Perform (Hold) 40% 32% 36% 36% 9% 23% 0% 0% 

Underperform (Sell) 5% 2% 0% 22% 2% 0% 0% 0% 

* Columns may not add to 100% due to rounding. 

 

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, 6

th
 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 clients of Raymond James Euro Equities: Raymond James Euro Equities is authorised and regulated by the Autorité de Contrôle Prudentiel et de Résolution and the Autorité des 
Marchés Financiers. 

 

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:  

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 relea sable 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. No copyright claimed in incorporated U.S. government works. 

 


