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“The Oath” 

 
Here is the oath that House and Senate Members take: 

I do solemnly swear (or affirm) that I will support and defend the Constitution of the United States against all enemies, foreign and 
domestic; that I will bear true faith and allegiance to the same; that I take this obligation freely, without any mental reservation or 
purpose of evasion; and that I will well and faithfully discharge the duties of the office on which I am about to enter: So help me God.  

Dereliction of duty is a specific offense under United States Code Title 10 § 892, Article 92, which applies to all branches of the U.S. 
military.  A service member who is derelict has willfully refused to perform his duties (or follow a given order) or has incapacitated 
himself in such a way that he cannot perform his duties. 

Last week, certain members of Congress were guilty of dereliction of duty when they “willfully refused to perform their duties” by 
failing to cut government spending.  While the focal point was the “dirty dozen” (aka the Super Committee), by our count there are 
some 68 members of Congress that also qualify for dereliction of duty.  No wonder a recent New York Times poll found that more 
Americans approve of polygamy than they do of Congress.  Indeed, with a 9% approval rating Congress has the lowest rating ever!  
And, while we can’t vote them out quite yet, the D-J Industrial Average (INDU/11231.65) has certainly voted with the worst 
Thanksgiving week decline (-4.78%) since 1932.  Last week’s wilt brought the “selling stampede” to session 19, and punctuated the 
now ~8.2% decline by the senior index since the Industrials’ closing reaction high of October 28, 2011 (12231.11).  Recall that such 
stampedes typically last 17-25 sessions with only one- to three-session pauses, or rally attempts, before they exhaust themselves.  In 
addition, the S&P 500 (SPX/1158.67) has experienced seven consecutive sessions on the downside, and markets rarely go that many 
days in a row in one direction.  Moreover, as of last Friday the selling skein left the McClellan Oscillator as oversold as it was at the 
August 8-9, 2011 “lows.”  Therefore, the stage was set for some sort of tradable bottom; last week certainly felt like capitulation to 
me. 

Quite frankly, when I wrote the strategy report titled “Crescendo” on October 31, 2011 where I suggested a trading top was “in,” I 
really didn’t think the ensuing decline would violate my long-standing pivot point of 1217 on the SPX, nor did I think some of our 
core investment positions such as EV Energy Partners (EVEP/$63.22/Strong Buy) and LINE Energy (LINE/$35.19/Strong Buy) would 
decline by the amount they have.  Still, we like the MLPs and think 2012 will have some interesting twists for the group.  As our 
energy analyst Kevin Smith writes: 

“Recently there have been several high-profile takeouts of C-corps with pipeline assets by master limited partnerships 
(MLPs), with at least one transaction sparking a bidding war.  You are probably thinking: E&P companies don’t have 
pipeline assets – this won’t affect our E&P investments.  Don’t be so sure.  The gates have been opened and the sharks 
have been let loose in your pool too.  While Upstream MLP acquisition activity has picked up, the partnerships have 
generally lacked the need, the financial firepower, or desire to significantly ramp up C-corp acquisitions.  That is 
changing.  We believe the question should not be if, but when will the flood of C-corp acquisitions by MLPs manifest 
itself?” 

Interestingly, most MLPs trade at 8-9x EBITDA, while E&P C-corps trade at 4-5x EBITDA.  The implication is that an MLP could acquire 
a C-corp and the acquisition would be earnings accretive.  Though neither the company nor our covering analyst have given any 
indication that a tie-up is in the picture, if this line of reasoning proves correct, one potential acquisition candidate would be Berry 
Petroleum (BRY/$36.93/Outperform) given its valuation metrics and our analyst’s positive view of the company’s fundamental 
outlook. 

Another theme applicable for this time of year is the correlation between a decent stock market and good Christmas sales.  Up until 
the past few sessions we have experienced a pretty good stock market.  Said correlation is about 89%, so our sense is that this 
Christmas selling season is going to be good.  Speaking to this, our softline retail analyst, Samantha Panella, said that Black Friday 
looks like it is going to be better than last year but that it is extremely promotional with heavy price discounting.  Sam’s observations 
at the Roosevelt Field Mall on Friday caused her to suggest the clear “winner” is Express Inc. (EXPR/$20.14/Outperform), while the 
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clear loser is Gap Stores (GPS/$17.62/Market Perform).  Yet, there is another player that has come to the fore over the past 15 
years. 

Indeed, according to www.ftportfolios.com: 

“A survey from Shop.org found that over 50% of all workers plan to do some of their holiday shopping online on Cyber 
Monday (November 28), according to CNNMoney.com.  Eight out of 10 online retailers plan to offer special promotions 
on that day.  Some 75.9 million workers in the U.S. have access to the Internet.  Sales are expected to set a record at 
$1.2 billion, according to comScore.  Internet stocks have performed quite well since the market bottomed on March 9, 
2009.  From 3/9/09-11/21/11, the Dow Jones Internet Composite Index posted a cumulative total return of 149.8%, 
compared to gains of 106.0% for the S&P Information Technology Index and 86.5% for the S&P 500.” 

As our Internet analyst Aaron Kessler writes, “Through the first three weeks of the 2011 holiday season, e-commerce sales remained 
robust as indicated by ChannelAdvisor (same-store sales up 28% y/y) and the Chase Holiday Pulse Index (31% y/y).  While still early 
in the holiday period (first three weeks represented 22% of the 2010 holiday season), the strong initial data increases our confidence 
in the 2011 e-commerce holiday season outlook.”  In addition, while I think it is a stretch to call it an e-commerce company, 
Shutterfly (SFLY/$31.28/Outperform) is one of Aaron’s favorites. 

The call for this week:  The week before Thanksgiving has been “up” eight of the past nine years . . . that is up until last week.  While 
many pundits cited the failed German Bund auction, China’s slowing PMI Index, another bank “stress test,” a downwardly revised 
GDP report, Euroquake, etc.; my hunch is the real reason for the recent swoon is our own dysfunctional government.  To be sure, 
the breakdown of the Super Committee has clarified the differences between the two parties.  Hence, it is pretty clear that 
Americans must now decide to accept either serious reductions in their healthcare and pension programs, or substantially higher 
taxes, and probably both.  Whatever the reason, my sense is that the November weakness has burned itself out and consequently I 
look for a continuation of the traditional year-end rally that began on our “buy ‘em” call of October 4th.  That belief is based on the 
fact that trading volume has contracted so sharply it reveals the public is g-o-n-e from the investing scene (read: bullishly), the 
economy is NOT slipping into recession (our recession indicator has the odds down to 11% from 35% in September), Euroquake will 
be resolved, earnings will continue to surprise on the upside (like they did in the 3Q10), that last week’s reduction in real GDP was 
because of inventory adjustments that should actually boost growth in 4Q11, that Domestic Final Sales accelerated to 3.1% in the 
third quarter (versus 1.4% and 0.4% in the previous two quarters), and the “bull list” goes on despite all of the negative nabobs 
rants.  And this morning Germany and France are rumored to be exploring “radical” methods to solve Euroquake, which has the 
preopening futures up more than 30 points. 

P.S.  I am in New York City all week; these will be the only strategy comments of the week. 
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Important Investor Disclosures 
Raymond James is the global brand name for Raymond James & Associates (RJA) and its non-US affiliates worldwide.  Raymond James & 
Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL  33716, (727) 567-1000. Affiliates include 
the following entities, which are responsible for the distribution of research in their respective areas.  In Canada, Raymond James Ltd., Suite 
2200, 925 West Georgia Street, Vancouver, BC  V6C 3L2, (604) 659-8200.  In Latin America, Raymond James Latin America, Ruta 8, km 17,500, 
91600 Montevideo, Uruguay, 00598 2 518 2033.  In Europe, Raymond James European Equities, 40 rue La Boetie, 75008, Paris, France, +33 1 
45 61 64 90. 
This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in 
any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation.  The securities discussed in this document may not be eligible for sale in some jurisdictions.  This research is not an offer to sell 
or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It does not 
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients.  Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital 
may occur.  Investors should consider this report as only a single factor in making their investment decision. 
Investing in securities of issuers organized outside of the U.S., including ADRs, may entail certain risks.  The securities of non-U.S. issuers may 
not be registered with, nor be subject to the reporting requirements of, the U.S. Securities and Exchange Commission.  There may be limited 
information available on such securities.  Investors who have received this report may be prohibited in certain states or other jurisdictions 
from purchasing the securities mentioned in this report.  Please ask your Financial Advisor for additional details.  
The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell 
any security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such 
information is accurate or complete. Persons within the Raymond James family of companies may have information that is not available 
to the contributors of the information contained in this publication. Raymond James, including affiliates and employees, may execute 
transactions in the securities listed in this publication that may not be consistent with the ratings appearing in this publication.   
Additional information is available on request. 

 

Analyst Information 
Registration of Non-U.S. Analysts:  The analysts listed on the front of this report who are not employees of Raymond James & Associates, 
Inc., are not registered/qualified as research analysts under FINRA rules, are not associated persons of Raymond James & Associates, Inc., 
and are not subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public companies, 
and trading securities held by a research analyst account. 
Analyst Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on a salary and bonus 
system. Several factors enter into the bonus determination including quality and performance of research product, the analyst's success 
in rating stocks versus an industry index, and support effectiveness to trading and the retail and institutional sales forces. Other factors 
may include but are not limited to: overall ratings from internal (other than investment banking) or external parties and the general 
productivity and revenue generated in covered stocks.  

 

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject securities. No part 
of said person's compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
contained in this research report. In addition, said analyst has not received compensation from any subject company in the last 
12 months. 

 

Ratings and Definitions 
Raymond James & Associates (U.S.) definitions   
Strong Buy (SB1)  Expected to appreciate, produce a total return of at least 15%, and outperform the S&P 500 over the next six to 12 months. 
For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least 15% is expected to be realized 
over the next 12 months. 
Outperform (MO2)  Expected to appreciate and outperform the S&P 500 over the next 12-18 months. For higher yielding and more 
conservative equities, such as REITs and certain MLPs, an Outperform rating is used for securities where we are comfortable with the relative 
safety of the dividend and expect a total return modestly exceeding the dividend yield over the next 12-18 months. 
Market Perform (MP3)  Expected to perform generally in line with the S&P 500 over the next 12 months. 
Underperform (MU4)  Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. 
Suspended (S)  The rating and price target have been suspended temporarily.  This action may be due to market events that made coverage 
impracticable, or to comply with applicable regulations or firm policies in certain circumstances, including when Raymond James may be 
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. 
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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. 
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 European Equities 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. 
 
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 RJA RJL RJ LatAm 

Strong Buy and Outperform (Buy) 58% 73% 39% 14% 52% 27% 

Market Perform (Hold) 36% 26% 55% 5% 25% 3% 

Underperform (Sell) 6% 1% 6% 6% 33% 0% 
 
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. 
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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 
EV Energy Partners 
L.P. 

Raymond James & Associates lead-managed a follow-on offering of EVEP shares in March 
2011. 
Raymond James & Associates makes a NASDAQ market in shares of EVEP. 
Raymond James & Associates received non-investment banking securities-related 
compensation from EVEP within the past 12 months. 

LINN Energy, LLC Raymond James & Associates lead-managed a follow-on offering of LINE shares in December 
2010 and co-managed a follow-on offering of LINE shares in March 2011. 
Raymond James & Associates makes a NASDAQ market in shares of LINE. 

Shutterfly, Inc. Raymond James & Associates makes a NASDAQ market in shares of SFLY. 

 
 

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. 
 
For Latin American clients: 

Registration of Brazil-based Analysts: In accordance with Regulation #483 issued by the Brazil Securities and Exchange Commission (CVM) in 
October 2010, all lead Brazil-based Research Analysts writing and distributing research are CNPI certified as required by Art. 1 of APIMEC’s 
Code of Conduct (www.apimec.com.br/supervisao/codigodeconduta). They abide by the practices and procedures of this regulation as well as 
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internal procedures in place at Raymond James Brasil S.A. A list of research analysts accredited with the APIMEC can be found on the webpage 
(www.apimec.com.br/ certificacao/Profissionais Certificados). 
Non-Brazil-based analysts writing Brazil research and or making sales efforts with the same are released from these APIMEC requirements as 
stated in Art. 20 of CVM Instruction #483, but abide by recognized Codes of Conduct, Ethics and Practices that comply with Articles 17, 18, and 
19 of CVM Instruction #483. 
 
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. 
 

 


