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"Not Afraid" 

 
Around the turn of the century a bandit rode in from Mexico, robbed a small Texas bank, and fled back across the border.  A 
Texas Ranger picked up his trail and nabbed him in a Mexican village.  The bandit spoke no English and the ranger no Spanish, 
so another villager was asked to interpret. 

“Ask him his name,” said the ranger. 

“He says his name is Jose,” said the interpreter. 

“Ask him if he admits robbing the bank.” 

“Yes, he admits it.” 

“Ask him where he hid the money.” 

“He won’t tell me.” 

Leveling his pistol at Jose’s head the ranger said, “Now ask him again where he hid the money.” 

Jose quickly blurted out in Spanish, “The money is hidden in the well in the village square.” 

“What did he say?” demanded the ranger. 

The interpreter replied, “Jose says he is not afraid to die!” 

The translation and interpretation of the news can play a crucial role on Wall Street.  This is especially true when it comes to 
public perception; and the media plays a dominant role when it comes to shaping the public’s perception.  And their modus 
operandi is clear.  For instance, everyone has heard of the classic, “Is the glass half full or half empty?”  Well, when it comes 
to media translation and interpretation it’s almost always half empty.  Bad news sells newspapers, gets more TV and radio 
time . . . good news doesn’t.  I mean think about it, only a few weeks ago the media said that a Trump presidency would be 
devastating for the stock market and the economy.  Now, because stocks have rallied, pundits see a boom.  As the erudite 
King Report notes, “Wall Street is not rational; it is rationalizing.” 

Keeping the translation and interpretation theme in mind, come with us now in the Mr. Peabody “WayBack” machine 
(WayBack).  The time was May of 2015 and the S&P 500 (SPX/2213.35) had peaked around 2135.  Subsequently, the index 
“back and filled” between that level and roughly 1800, on increasingly wrong-footed negative media news, until July of 2016 
when it broke out to the upside and tagged ~2194.  We counseled that upside breakout was significant and advised increased 
equity exposure.  Silly us, because the SPX declined back to its 2080 – 2100 support zone shortly thereafter.  Undeterred, we 
continued to recommend the accumulation of equities, believing another new upside “leg” for this secular bull was in the 
offing.  So let’s examine what has happened. 

In the final analysis what has happened is that the D-J Industrial Average broke out to the upside in the charts from a 14-
month consolidation in July of 2016.  In the process it registered a Dow Theory “buy signal.”  Dow Theory is the 
interrelationship between the D-J Industrial and the D-J Transportation Average.  We are one of the last practitioners of Dow 
Theory after the passing of our friend Richard Russell (Dow Theory Letters) last year.  Dow Theory is not always right, and it is 
subject to interpretation, but it is right a lot more than it is wrong.  There was a Dow Theory “sell signal” on September 23, 
1999, a “buy signal” in June of 2003, another “sell signal” on November 21, 2007, followed by numerous “buy signals” since 
the March 2009 lows.  Dow Theory says that the primary trend of the equity market is “up” despite all the alleged 
uncertainty.  Of course with most of the indices trading out to new all-time highs, it belies the old stock market “saw,” “The 
markets don’t like uncertainty.”  In point of fact, “uncertainty” is the friend of the well prepared investor! 

As for the short-term, there was this from an astute, Canada-based portfolio manager, namely Craig White: 

I came across the following chart in my morning readings.  I believe you had talked about a Bollinger Band (BB) squeeze 
in recent months, noting that we were at a multi-year compressed reading.  I do admit I am no expert on BB’s, but a 
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‘squeeze’ is a consolidation period of price, after which the price then breaks out in a particular direction if my past 
readings are correct.  Looking at the chart (see chart 1 on page 3) highlighting the BB width, we can see that only 3 
times since 1982 had we reached these recent ‘squeeze’ levels.  The subsequent performance for equity markets was 
indeed favourable.  I think it is no different this time. 

Also waxing bullishly was Renaissance Macro’s Jeff deGraaf in last Wednesday’s MarketWatch article, as quoted by William 
Watts.  To wit: 

“The S&P 500 was up 3.4% in November through November 21.  [deGraaf] found that when the S&P 500 is up 3.3% or more 
for the month through November 21, returns from that point through the end of the year average 200 basis points.  When 
returns are less than 3.3%, the average is closer to 70 basis points.” 

The call for this week: Interestingly, two of the longest secular bull markets chronicled in our notes began following 
Republican “revolutions.”  The 1953 to 1973 bull market sprung from Eisenhower’s election (1952) and the subsequent 
infrastructure spending.  The 1982 to 2000 secular bull market commenced with Ronald Reagan’s election (1980) and was 
initially driven by his administration’s tax cut and de-regulation policies.  Yet Reagan’s secular bull market had a slow start, 
which is eerily being tracked currently.  When Reagan was elected the D-J Industrials rallied from ~925 to 1017 (+9.9%).  Then 
in early December the Dow pulled back to 900 from where the fabled Santa Rally began.  That rally took the Industrials back 
above 1000 by year’s end only to see stocks decline into February where on February 5, 1981 President Reagan stated, “We 
have inherited the worst economic mess since the Great Depression.”  Of course with that kind of statement stocks 
bottomed, carrying the Dow back to 1024, which is when Fed Chairman Paul Volcker jammed the prime interest rate to 
21½%.  From there stocks stumbled, registering a Dow Theory “sell signal” that would leave the Dow at 776.92 in August of 
1982, which happened to be the “valuation low,” and the 1982 to 2000 secular bull market began.  This is not an unimportant 
point, for the Dow made its “nominal” price low of 577.60 on December 6, 1974 (the lowest it would go in terms of price), but 
its “valuation low” (the cheapest it would get) came eight years later (8/12/82).  So fast forward, the Dow’s “nominal” price 
low came on March 6, 2009, but the “valuation” low didn’t occur until October 3, 2011.  Now consider this, NOBODY 
measures the 1982 – 2000 secular bull market from its “nominal” price low (1974), but rather from its “valuation” low of 
August 12, 1982.  If that’s the case currently, this bull market is not as old as everyone thinks.  Indeed, this secular bull may 
not even have gray hair!  Look for a short-term trading peak in this overbought market that sets the stage for the fabled Santa 
Claus rally. 
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Chart 1 

 

Source: Stockcharts.com 
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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 Latin America, Raymond James Argentina S.A., San Martin 344, 22nd Floor, Buenos 
Aires, C10004AAH, Argentina, +54 11 4850 2500; 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. 

https://urldefense.proofpoint.com/v2/url?u=https-3A__investoraccess.rjf.com_&d=CwMFAg&c=Od00qP2XTg0tXf_H69-T2w&r=rNefLiWFkSilhqVDo70w43i53TsltTjCWk3T7beArK4&m=PC3IXwh9yes797fhP8lxVmKOzaJCoi7yXoDL8EwSFBo&s=y3WQdEai7OJL0j0ejHq1auUdg8kPQfDCBMkmD2HMOkE&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.rjcapitalmarkets.com_Logon_Index&d=CwMFAg&c=Od00qP2XTg0tXf_H69-T2w&r=rNefLiWFkSilhqVDo70w43i53TsltTjCWk3T7beArK4&m=PC3IXwh9yes797fhP8lxVmKOzaJCoi7yXoDL8EwSFBo&s=mLGRTdxZ5EwPQ9maeBsF0fvXad1Tt0SL_21LNPN2LVA&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__investoraccess.rjf.com_&d=CwMFAg&c=Od00qP2XTg0tXf_H69-T2w&r=rNefLiWFkSilhqVDo70w43i53TsltTjCWk3T7beArK4&m=PC3IXwh9yes797fhP8lxVmKOzaJCoi7yXoDL8EwSFBo&s=y3WQdEai7OJL0j0ejHq1auUdg8kPQfDCBMkmD2HMOkE&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.rjcapitalmarkets.com_Logon_Index&d=CwMFAg&c=Od00qP2XTg0tXf_H69-T2w&r=rNefLiWFkSilhqVDo70w43i53TsltTjCWk3T7beArK4&m=PC3IXwh9yes797fhP8lxVmKOzaJCoi7yXoDL8EwSFBo&s=mLGRTdxZ5EwPQ9maeBsF0fvXad1Tt0SL_21LNPN2LVA&e=
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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. 
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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. 

 

 


