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“The Great White Hurricane” 

 
 

“Unseasonably mild and clearing,” was the weather forecast going into the Ides of March back in the year of 1888.  And it was 
true, as temperatures hovered in the 40s and 50s along the East Coast.  However, torrential rains began falling, and on March 
12th the rain changed to heavy snow, temperatures plunged and sustained winds of more than 50 miles per hour blew.  The 
“Great White Hurricane” had begun!  In the next 36 hours some 50 inches of snow would blanket New York City and the 
winds would whip that snow into 40- to 50-foot snowdrifts.  Telegraph and telephone lines were snapped, fire stations were 
immobilized, New Yorkers could not get out of their homes, 200 ships were blown aground, and before the storm was over 
400 people would die.  The resulting transportation crisis led to the construction of New York's subway system. 

We revisit the Great Blizzard of 1888 this morning because of the weather that has crippled the Northeast corridor beginning 
last Thursday.  Actually, I guess it was on Wednesday the storm hit because my friend and VE Capital portfolio manager Eric 
Kaufman’s plane was canceled early Thursday morning on his way to Orlando to speak at the Money Show and then spend 
some time with us here in Saint Petersburg.  I didn’t see the final tally, but NYC was expecting a foot of snow and Boston was 
slated to get even more.  Fortunately, communities are more capable of dealing with such storms today than they were more 
than a century ago. 

I remember the big snow storm that “stopped” NYC in February 1978 when Central Park saw an accumulation of some 18 
inches and the trading on the NYSE was impacted.  This time trading was not nearly as impacted as the S&P 500 
(SPX/2316.10) traded decent volume and rose from Wednesday’s closing price of roughly 2289 to Friday’s close of ~2316, 
trading to a new upside break-out high (Chart 1).  Plainly this flies in the face of what our short/intermediate-term models 
were suggesting since they “looked” for a downside window of vulnerability in late January, or early February.  The catalyst du 
jour for the nearly +1.2% two day two-step once again appeared to be vibes emanating from the D.C. beltway and the White 
House.  To wit, DJT told airline executives, “Lowering the overall tax burden on American business is big league . . . that's 
coming along very well.  We're way ahead of schedule, I believe.  And we're going to announce something I would say over 
the next two or three weeks that will be phenomenal in terms of tax.”  That announcement reversed worries that President 
Trump’s tax agenda was going to get lost in the “Washington Shuffle.” To reiterate, as Andrew and I have stated repeatedly, 
“DJT’s bark is worse than his bite.”  We have written about this many times in that his background is in real estate.  For 
example, say you put your house on the market for $1,000,000 and someone offers you $800,000.  Your response would likely 
be, “Okay, how about $950,000” – the counter offer might be $850,000 – as the two of you negotiate toward the “middle.”  
That, dear readers, is DJT business model.   Just think back to President Trump’s terse rhetoric regarding Japan a few months 
ago.  Now the Trumps, and Japan’s Abes, are best friends enjoying life at the Florida White House.  Indeed, DJT’s “bark is 
worse than his bite!” 

So what does all of this mean?  Well, earnings continue to come in on the brighter side (as we expected) with 65% of 
reporting companies beating consensus estimates.  Meanwhile, revenues are besting estimates by 57% reinforcing our belief 
the equity markets are transitioning from an interest rate, to an earnings driven, secular bull market.  According to Thomson, 
“Fourth quarter earnings are expected to increase 8.4% from Q4 2015.  Excluding the Energy sector, the earnings growth 
estimate improves to +8.6%.”  As for sectors beating both earnings and revenue estimates, they are fairly consistent with 
those sectors emphasized in these reports.  To that point our friends at the Bespoke organization write: 

Technology and Financials — the two largest sectors of the market — have the strongest earnings beat rates, and 
they’re the only two sectors with stronger readings than the overall beat rate of 65%.  Consumer Discretionary and 
Materials are the two cyclical sectors with the weakest earnings beat rates.  In terms of revenues, Technology has the 
highest beat rate, while Consumer Staples and Utilities have the lowest.   

That is consistent with our strategy over the past six months in that we have liked Technology and the Financials and have 
believed the “low volatility/defensive sectors” were overvalued (see Chart 2). 
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If you do not want to adopt our more cautionary near-term trading stance, we would point you to the “triple plays” 
(companies that beat earnings/revenue estimates, raised guidance, screen well on our models, and are favorably rated by our 
fundamental analysts) that have been featured in recent missives.  Also for your consideration should be the Financial sector, 
which looks to have broken out to the upside (Chart 3).   

While our models have not been correct recently, we have not given up on them since they have been generally correct for a 
long time.  In point of fact, our short-term model is suggesting a trading top is currently occurring.  Meanwhile, last week’s 
market move happened as Andrew and I received numerous emails from financial advisors telling us the equity markets are 
involved in a “melt up.”  Ladies and gentlemen, that has historically been a worrisome sign.  If our models prove to be wrong, 
we will adjust.  However, we continue to adhere to those models and the market mantra, “The first objective of investing is to 
do no harm!” 

The call for this week: There were a lot of positive things that came together last week in addition to the president’s 
“phenomenal in terms of tax [policy]” statement.  The Fed’s Bullard said interest rates can remain low through 2017, oil prices 
rebounded on stronger consumer and labor numbers, and China praised our president for wanting a “constructive 
relationship.”  This week’s attentions will probably focus on the comments from a plethora of Fed speakers including two trips 
to Capitol Hill by Janet Yellen.  Those comments could cause some market consternations, as could some of these 
observations about last week’s action: the FANGs did not leap, Friday saw the first hour of trading to the upside and the last 
hour to the downside from the session’s highs, Syria’s Assad told news sources that some refugees are definitely terrorists, 
Pat Buchanan told the president that he needs to break judicial power calling for Congress to start using Article III, Section 2 
(https://www.law.cornell.edu/constitution/articleiii), and then there was this from the always insightful Jason Goepfert 
(SentimenTrader): 

The rally's meek underpinnings.  Stocks have rallied strongly over the past three months, but there have been few 
breadth thrusts.  The S&P 500 has enjoyed a 65-day, 10% gain to new highs, but there have been only two days during 
that stretch that would qualify as a thrust.  That's the weakest such rally since 1999. 

Our models continue to suggest that it is unlikely this is going to be the beginning of a whole new up leg for the S&P 500.  In 
fact, our models telegraph that the maximum upside from here for the SPX is 2330.  That said, they also suggest no big 
downside collapse either. 

PS: From The King Report, “In the current environment, it is dangerous to forecast beyond a few hours because a DJT tweet or 
pronouncement can occur at any moment.  However, barring the appearance of new dynamics in the interim, the grand 
unveiling of DJT’s tax plan should generate some type of stock market peak. 

 

 

Chart 1 

 

Source: Bespoke Investment Group. 
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Chart 2 

 

Source: Bespoke Investment Group. 

 

 

 

 

 

Chart 3 

 

Source: Bespoke Investment Group. 
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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. (RJL), Suite 2100, 925 West Georgia 
Street, Vancouver, BC V6C 3L2, (604) 659-8200; 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.   

Raymond James (“RJ”) research reports are disseminated and available to RJ’s retail and institutional clients simultaneously via electronic 
publication to RJ's internal proprietary websites (RJ Investor Access & RJ Capital Markets). Not all research reports are directly distributed 
to clients or third-party aggregators. Certain research reports may only be disseminated on RJ's internal proprietary websites; however 
such research reports will not contain estimates or changes to earnings forecasts, target price, valuation, or investment or suitability 
rating. Individual Research Analysts may also opt to circulate published research to one or more clients electronically. This electronic 
communication distribution is discretionary and is done only after the research has been publically disseminated via RJ’s internal 
proprietary websites. The level and types of communications provided by Research Analysts to clients may vary depending on various 
factors including, but not limited to, the client’s individual preference as to the frequency and manner of receiving communications from 
Research Analysts. For research reports, models, or other data available on a particular security, please contact your RJ Sales 
Representative or visit RJ Investor Access or RJ Capital Markets. 

Additional information is available on request. 

 

 

Simple Moving Average (SMA) - A simple, or arithmetic, moving average is calculated by adding the closing price of the security for a number 
of time periods and then dividing this total by the number of time periods. 
Exponential Moving Average (EMA) - A type of moving average that is similar to a simple moving average, except that more weight is given to 
the latest data. 
Relative Strength Index (RSI) - The Relative Strength Index is a technical momentum indicator that compares the magnitude of recent gains to 
recent losses in an attempt to determine overbought and oversold conditions of an asset. 
 

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. 
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For clients in the United Kingdom: 

For clients of 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. 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. 
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