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I Should Have! 

 
“Oscar Wilde said he could resist anything but temptation.  But doing something you know you shouldn’t is 
easier if you can convince yourself that this will be the last time you indulge, that you won’t do it again.  So we 
convince ourselves that since we’ll be strong in the future, we can still indulge today.  Whether it’s smoking, 
eating too much or going to the pub instead of the gym, we delude ourselves into thinking that we will take the 
more difficult path next time.  A few years ago, two economists actually looked at the issue using gym 
membership data.  They found that in a club in which non-members could pay a no-strings fee of $10 per visit, 
people preferred to pay the $70 per month for unlimited access.  And since members only attended 4.3 times a 
month on average, they ended up paying an average $17 per visit.  The authors concluded this to be clear 
evidence of ‘overconfidence about future self control.’  Investors understand the affliction all too well: a stock 
trades at $10 and we tell ourselves that we’re buyers at $8.  But how many of us buy when it gets to $8?  Some 
of us do, but most of us don’t.  Most of us (I can’t be the only one!) convince ourselves that it’s going lower still: 
‘I’ll buy at $7’ becomes ‘I’ll buy at $6’ and by the time it’s back at $8 we’re ‘waiting for a pullback.’ Each investor 
has their own way of circumventing this problem.  But at root, such poor decision-making is a consequence of 
our fundamental underestimation today of the discipline and even courage we will require in the future.” 

. . . Dylan Grice, Société Générale  

“I should have bought Walter Energy (WLT/$79.70/Outperform) at $67, or North American Energy Partners (NOA/$10.03/Strong 
Buy) at $8, or (insert the stock of your choice), a week or so ago” . . . was the cry on the Street of Dreams last week as the “selling 
stampede” seems to have bottomed in the typical 17- to 25-session timeframe.  Indeed, the climatic action of February 4th and 5th, 
whereby the DJIA lost 268 points on the 4th followed by another Dow Dive early the next day that reversed to upside leaving the 
senior index up 10 points, appears to have been the “low” we have been anticipating.  That sense was reinforced last Tuesday when 
the NYSE experienced a 90% Upside Day, meaning that over 90% of the volume came on the upside with an attendant 170-point 
Dow Wow.  It was the first 90% Upside Day since November 9, 2009 and was accompanied by a breadth reading of 5 advancing 
stocks for every 1 declining issue.  The result elicited a strong expansion in Lowry’s “Buying Power Index” (read: demand) with an 
even more pronounced contraction in their “Selling Pressure Indicator” (read: supply).  Moreover, the DJIA has now strung together 
more than three consecutive sessions on the upside, which also suggests that the “selling stampede” is over.  Recall that stampedes 
tend to last 17 to 25 sessions, with only one- to three-session counter-trend attempts before exhausting themselves, and Tuesday 
was session 19 in the downside skein.  Accordingly, the four-day positive “pop” should be viewed as a reversal of the nearly four-
week “wilt.”  

Setting the stage for the stock market’s reversal has been relatively constructive economic data implying that the first revisions of 
4Q09 GDP (due 2/26) are unlikely to be major, a Greek Gotcha that appears to be on simmer, a Chinese New Year that has closed 
their financial markets, also putting on simmer near-term worries of further monetary tightening, and a host of other Street-friendly 
figures.  Meanwhile, momentum traders, speculators, and model-driven players have been buying U.S. dollars, which suggests 
another change in the trend since stocks rallied right in the face of a stronger dollar.  Even more surprising was crude oil’s spurt, as 
well as gold’s weekly climb, given the “buck’s bounce.”  Indeed, counter intuitive as it seems given the greenback’s strength, the 
strongest sector last week was Basic Materials, which gained an eye-popping 5.02%. 

Also of interest, at least to us since we are “long,” is that Japan’s economy expanded at a faster than expected 1.1% in 4Q09.  
Despite all of the negative nabobs, we continue to like Japan for a multiplicity of reasons.  Apparently, so does Byron Wien, vice 
chairman of Blackrock Advisory Services and former chief market strategist of Pequot Capital and Morgan Stanley.  According to 
Byron, “Japanese stocks will be the best investment among the world’s biggest markets.”  He goes on to note, “Everybody who could 
sell Japan has sold Japan.  Everyone is on one side of the boat.  My view is that we have a pretty good chance of having this one be 
the best of the major industrial markets.  It’s not a boom, but things are getting better.”  Obviously we agree and have been 
recommending tranching into the Japan Equity Fund (JEQ/$5.33) and Japan Smaller Capitalization Fund (JOF/$7.78).  As the savvy 
folks at the GaveKal organization opine, if China can change its business model from one of “labor productivity” to one of “capital 
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productivity” (to gain more efficiencies on capital), it is hugely bullish for Japan because Japan does more business with China than it 
does with the United States. 

Since world currencies, and sovereign defaults, worries are swirling around the world’s financial markets, we thought we would 
conclude this morning’s missive with an excerpt from John Mauldin’s always insightful market strategy letter, especial since he and 
Kerri spent the weekend with us.  The excerpt begins with an exchange between two other market mavens, namely David Kotok and 
Dennis Gartman.  To wit: 

Dennis,  

Most of the time you and I are simpatico in view.  But this time we are on totally opposite sides.  You predict the 
EUR is toast.  I think it emerges from this stronger than ever and that the weaker system is now the deficit-ridden 
US.  I have organized and chaired conferences and seminars in Europe for the last decade as program chair of the 
GIC.  The next one is in June in Paris and Prague, to which I am inviting you with this email.  In the course of this 
decade those meetings have ranged in location from south (Italy) to Baltic (Estonia) to west (Ireland).  All of these 
meetings were multinational.  None of them had language or cultural barriers.  All of these various hosts were 
gracious and hospitable and welcoming.  All of them had goodwill among nationals of the various European 
countries.  None of them had internal antagonism.  Come with me in June and see this with your own eyes.  
Europe wants a hard currency and better economics and knows how to get it.  The Greeks will end up better off 
and the politics will force it.  I am a euro bull.  All the best.  By the way, I still want you to come fishing with me.  

David [Kotok] 

Dennis answered: 

David, 

I'm writing from Calgary this morning.  Nice town, and not all that cold.  Nice people out here in Canada's west.  I 
always feel better about the world when I get to the Canadian west.  We do indeed disagree on the EUR, David, 
and I hope you are right, but I fear you are wrong.  These cultural differences are simply too great to be 
overcome.  I have always been a EUR skeptic, and have been surprised that the whole experiment has lasted this 
long, but the Germans are not going to allow any of their money to be shipped to Athens to defend Greeks who 
have no pride in their own country [and are] tax-paying scofflaws.  The Germans felt put-upon by the rest of 
Europe when they paid for the cost of reunification entirely, and they have no intention of now paying for Greeks 
who thumb their noses at law and fiscal responsibility.  Right now, the market's sayin' I'm right, and for now I'm 
going to press the issue until the market tells me I'm wrong, David.  It's all I know to do.  Expecting Papandreaou 
to change his fiscal spots is simply not wise.  He has been a profligate all his life; so too his father.  It is genetic 
and it ain’t gonna change.  Be well, my friend.  We can disagree and still be impressed by one another's work.  I 
know I am. 

Dennis Gartman 

John Mauldin concludes: 

“Who's right?  In an odd way, both of them.  Let's look at what I think is the difference between my two friends.  
If you read European papers and briefings by serious economists and euro politicians, the idea of the euro zone 
breaking up is simply unthinkable to them.  So much time and effort was put into creating the euro to begin with 
that there is a lot of vested interest in keeping it.  (And by the way, let me be clear that the world is better off 
with a viable euro.)  When David goes to Europe, as he often does, he meets with the top tier of business, 
investment banking, and central banking circles.  And they assure him they will figure this out.  These are the 
thought leaders who brought the euro together in the first place.  Dennis listens to the trading floors and people 
in the streets.  He was a man born in the trading pits.  He rightly looks at the politics of Greece and Germany and 
says that is a "dog that won't hunt."  In the short term, a Greek default will put significant pressure on the 
European banking system and through that the euro.  But it is not the end of the world for the euro.  Ultimately, 
in the grand scheme of things, the value of the euro, within limits, is not significant.  If it falls to dollar parity 
there are winners and losers, of course.  European exporters will be delighted.  So will be their farmers.  If you 
are a consumer buying goods outside the euro zone, you will not be as happy.  But the valuation of the euro is 
not in and of itself a reason for the euro to disappear.  At one time it was $0.82.  Then over $1.60.  All currencies 
fluctuate, some more than others.  What destroys them is political malfeasance.  What would put the euro at 
risk of a bad political decision?  A Greek bailout without serious conditions would be the one thing that could be 
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a very bad start to a downward spiral.  If Greece is bailed out, then why not Portugal or Spain or Ireland?  What 
about the emergency room crisis that is Austrian banks? 

The line has to be drawn, and it has to be a hard line.  And basically, what David is saying is that the serious 
leaders with whom he is in contact get it.  But it is not certain how things will play out.  Will Greek politicians and 
unions blink when faced with reality?  Polls show that a majority of Greeks now favor making serious budget 
cuts.  And the reality is that they will lose access to the credit markets if they do not make major spending cuts 
and get some kind of pan-European guarantee for their new debt.  Losing access to the credit markets will mean 
even more (and immediate!) drastic cuts.  The real choice for the Greeks is whether to stay in the monetary 
union.  Of course, leaving and defaulting on their debt also cuts them off from the credit markets.  It is a sad 
reality they face.” 

Well said John! 

The call for this week:  John Mauldin and I discussed the “state of the state” as we cruised around the Gulf of Mexico in my boat 
yesterday while wearing our Minyanville hats.  John is more worried about deflation, while I remain worried about inflation.  This 
morning, however, the equity markets don’t seem to be worried about either as gold, and crude oil, are relatively flat and the pre-
opening S&P 500 futures are better by some 4 points.  We think the trading lows are “in” and have tilted accounts accordingly. 
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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 and produce a total return of at least 15% and outperform the S&P 500 over the next six 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 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 months. 

Market Perform (MP3)  Expected to perform generally in line with the S&P 500 over the next 12 months and is potentially a source of funds for 
more highly rated securities. 

Underperform (MU4)  Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. 
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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 793 rated stocks in the Raymond James coverage universe, 51% have Strong Buy or Outperform ratings (Buy), 42% 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; 14% of the 
Market Perform (Hold) rated companies are or have been clients and 13% 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 

Walter Energy Inc. Raymond James & Associates received non-investment banking securities-related 
compensation from WLT within the past 12 months. 

Raymond James & Associates co-managed a follow-on offering of WLT shares in June 2008. 
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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. 
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