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"Be Water, My Friend!"

“Empty your mind; be formless, shapeless — like water. Now you can put water into a cup, it becomes the cup, you can put water
into a bottle, it becomes the bottle, you can put water into a teapot, and it becomes the teapot. Water can flow or it can crash. Be
water, my friend.”

...Bruce Lee

While Bruce Lee’s quote obviously pertains to the martial arts, it is also appropriate for the financial markets. To be sure, in the
markets investors need to be adaptable and have the ability to adjust to the environment. You must be flexible; or, as the old
sailor’s axiom states — you can’t change the direction of the wind, but you can adjust the sails. And clearly the stock market’s
“winds” have been in a downdraft with the month of May going into the record books as the worst May for the S&P 500
(SPX/1089.41) since 1962. Granted, the May Melt could have been worse if the SPX had stayed at last Tuesday’s low of 1040.78, but
as stated in that morning’s strategy comments — most of my oversold indicators are about as compressed as they ever get. My
friends at the invaluable Bespoke Investment Group put it this way, “The S&P 500 and all ten sectors are in extremely oversold
territory. We recommend getting long here regardless of your long-term view of the market.”

Subsequently, the SPX experienced a ~6% rally that took it back to its still upward sloping 200-day moving average (DMA). Most
technical analysts would note the 200-DMA is a natural place to expect some sort of consolidation and/or pullback, and that’s
exactly what we got last Friday. The media’s causa proxima for Friday’s Fade was Fitch’s downgrade of Spain’s sovereign debt.
When | was asked about that on CNBC last Friday | opined the markets should not be all that surprised by said downgrade; and, |
really don’t understand why anybody pays much attention to the rating agencies given their abysmal track record. CNBC's always
insightful Bob Pisani “called” me on that comment and suggested that while he tended to agree, participants should pay attention to
the rating agencies. Still, in my opinion, Fitch’s downgrade was a joke because everybody knows going down only one notch on
Spain’s rating, from AAA rating to AA+, is not sufficient. Here’s the text from Fitch’s own website as to what an AA rating means:

“AA ratings denote expectations of very low default risk. They indicate very strong capacity for payment of financial commitments.
This capacity is not significantly vulnerable to foreseeable events.”

Observe that an “AA” rating isn’t as good as an “AA+” rating. Also observe the statement “very strong capacity for payment of
financial commitments.” And if you don’t believe me, watch this: http://www.abc.net.au/news/video/2010/05/20/2905304.htm

This week, however, the markets will have to deal with another disappointment as BP’s (BP/$42.95/Market Perform) top-kill
operation failed to stop the tragedy in the Gulf. While horrific, | continue to think this tragedy assures the viability of Alberta’s
Athabasca oil sands deposit. Canada is a stable country and the oil sands require no drilling. Indeed, the Athabasca deposit is
54,000 square miles of oil-soaked earth believed to contain roughly 1.7 trillion barrels of oil. Even without the Gulf catastrophe, the
oilsand metrics were improving with higher oil prices, lower natural gas prices, and low light-to-heavy crude oil differentials all
contributing to a more constructive environment. While our Canadian-based energy analyst (Justin Bouchard) follows numerous oil
sands companies, my favorite in his coverage list continues to be 3%-yielding Cenovus (CVE/$26.94/Outperform). Cenovus should
provide more information on its development plans at this month’s Investor Day on June 17th. As well, | continue to like North
American Energy Partners (NOA/$9.75), which is also followed by our Canadian analysts with a Strong Buy rating.

As for the Bruce Lee quote — “Be water, my friend” — one of my long-standing themes has been water. Indeed, for decades | have
argued that water is the ultimate resource. Currently, water usage is rising at twice the rate of worldwide population growth.
Moreover, a third of the Earth’s population lives in water-stressed countries. Given urbanization, agriculture, industrialization, and
the growing population, demand for clean water going forward should grow at an alarming rate. Yet, the supply of clean water
remains relatively static. | was reminded of the current water situation by Minyanville’s must-have “Buzz and Banter” again last
week. The blog was posted by Professor Ryan Krueger. To wit, “I've said for the past several years that water is the most
uninvestable sure thing of my career. There is nothing I’'m more convinced of as a natural resource whose value is higher than we
currently price it. But that does not mean it is easy to find stocks to benefit from that theme.” And with that statement, | take
exception because over the years investors in water stocks have made huge amounts of money. In fact, | wrote a 100-page industry
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report on water in 1989 that contained 20 individual stock recommendations. Most of those companies have been acquired by the
GE’s of the world.

There are a number of funds that play to the water theme. Three of them are First Trust ISE Water Index Fund (FIW/$18.65),
Claymore S&P Global Water Index ETF (CGW/$16.66), and PowerShares Water Resources Portfolio (PHO/$16.27). According to
“Seeking Alpha”:

“All three funds provide diversified exposure to the water industry, but with important differences. The most
obvious is geography: the First Trust (FIW) and PowerShares (PHO) funds are U.S.-focused funds, while the
Claymore (CGW) fund has a major global tilt: the U.S. may have the largest single country weight in the index
(28%), but it’s followed closely by France (20%), Japan (16%) and the UK (14%). The rest of the fund is divided
among 11 other countries.”

There is, however, another PowerShares ETF that is water centric. PowerShares Global Water Portfolio (PIO/$16.57) is based on the
Palisades Global Water Index and its modified equal-weighted portfolio is re-balanced and reconstituted quarterly. For individual
water stock ideas all one needs to do is look at the stocks in the portfolios of these funds.

The call for this week: Bruce Lee also remarked, “Notice that the stiffest tree is most easily cracked, while the bamboo, or willow,
survives by bending with the wind.” Clearly, we “bent with the wind” during the May Mauling by recommending selling the
downside hedge positions that were layered into portfolios during April’s stock market rise. The question now becomes — will the
Dow Theory “sell signal,” registered in that mauling, be reversed? By my pencil that would require a closing price by the D-J
Industrials above 11205.03 with a confirmation from the Transports above 4806.01. This week should be key in starting to answer
that question since a move above the DJIA’s 200-DMA (10282.07) implies the recent bounce off of the key support levels suggests a
sustainable “low” might be in place. However, if those February 8th lows of 9908.39 (DJIA), and 3792.89 (Transports) are broken, it
would reinforce the Dow Theory “sell signal” of May 20th. Accordingly, | am cautious on the major averages, bullish on crude oil and
natural gas, and bearish on Treasury bonds/notes. Yet, | am short-term bullish on the euro around the 120 level, as well as bullish
on the Canadian Dollar. Unfortunately, | will not be around to see how things turn out since | am leaving the country for the next
two weeks. In my absence | counsel for caution, believing the best strategy is now defense (rather than offense) until the “sell
signal” is reversed. Be careful out there. ..
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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
4561 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 798 rated stocks in the Raymond James coverage universe, 54% have Strong Buy or Outperform ratings (Buy), 40% are
rated Market Perform (Hold) and 6% are rated Underperform (Sell). Within those rating categories, 21% 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; 13% of the
Market Perform (Hold) rated companies are or have been clients and 14% 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.

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, 6" 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.
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Small-cap stocks generally involve greater risks. Dividends are not guaranteed and will fluctuate. Past performance may not be indicative
of future results.

Investors should consider the investment objectives, risks, and charges and expenses of mutual funds carefully before investing. The
prospectus contains this and other information about mutual funds. The prospectus is available from your financial advisor and should
be read carefully before investing.

For clients in the United Kingdom:

For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. (RJFI): This report is for distribution
only to persons who fall within Articles 19 or Article 49(2) of the Financial Services and Markets Act (Financial Promotion) Order 2000 as
investment professionals and may not be distributed to, or relied upon, by any other person.

For clients of Raymond James Investment Services, Ltd.: This report is intended only for clients in receipt of Raymond James Investment
Services, Ltd.’s Terms of Business or others to whom it may be lawfully submitted.

For purposes of the Financial Services Authority requirements, this research report is classified as objective with respect to conflict of
interest management. RJA, Raymond James Financial International, Ltd., and Raymond James Investment Services, Ltd. are authorized
and regulated in the U.K. by the Financial Services Authority.

For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:

This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be
submitted.

For Canadian clients:

Review of Material Operations: The Analyst and/or Associate is required to conduct due diligence on, and where deemed appropriate
visit, the material operations of a subject company before initiating research coverage. The scope of the review may vary depending on
the complexity of the subject company’s business operations.

This report is not prepared subject to Canadian disclosure requirements.

Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows:

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by
Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate or
commercially exploit the information contained in this report, in printed, electronic or any other form, in any manner, without the prior
express written consent of Raymond James. You also agree not to use the information provided in this report for any unlawful purpose.

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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