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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’s 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.  Importantly, the financial media plays a dominant role when it comes to shaping the investing public’s 
perception; and, for the most part their modus operandi is clear.  For instance, everyone has heard the classic – is the glass 
half full or half empty?  Well, much of the time when it comes to media translation and interpretation of the news it’s often 
“half empty” because bad news sells more newspapers and gets more radio/TV time, while good news doesn’t.  It’s 
reminiscent of the famous newspaper mantra, “If it bleeds it leads!”  So let’s reflect back on the “glass is half empty” news 
about the President since the election.  Indeed, according to CBS News, “Majority of Americans think the press has been too 
critical of President Trump,” according to a new poll.  In fact, only 3% of NBC and CBS reports depicted President Trump 
positively.  Moreover, a lot of the negative press has had to have been leaked by the Deep State and the intelligence 
community.  However, that could be coming to an end since last week one of my contacts on “The Hill” hinted that the FBI has 
the names of the “leakers.” 

Over the weekend there was another allegation by the President in that he tweeted the previous administration had “tapped” 
his phones at Trump Tower.  I too have heard that rumor over the past few weeks, but I am challenged to believe it.  As for 
the “Russian Connection,” last week House Intel Committee Chair Devin Nunes (R-CA) said, “We have not seen any evidence” 
of contacts between the Trump campaign and Russia.  Whether true or not the stock market does not seem to care as the D-J 
Industrial Average (INDU/21005.71) gained another nearly 184 points.  Similarly, the S&P 500 (SPX/2383.12) was lifted by 
0.67%.  Those results caused many pundits to trumpet that as we approach the eighth birthday of the bull market on March 9, 
2017, we are moving in on the second longest bull market in history.  Of course readers of these reports know that is patently 
untrue because said pundits are using the wrong measuring stick.  They tend to cut the 1982 to 2000 secular bull market off in 
1987 and the 1949 to 1966 secular bull market off in 1956.  Yet as anyone can see (chart 1 on page 3) those end-points did 
NOT end the secular bull market.  Then there is the Shiller Cyclically-Adjusted PE (CAPE) that the “bears” always point to.  Last 
week it crossed above 30x for only the third time.  The first time was in 1929 and led to a crash and the Depression.  The 
second time was in 1997, however, and the market ran another 80%+.  In past missives I have stated why I believe the CAPE is 
a flawed indicator, but suffice it to say the CAPE would have kept you out of the market for the past seven years.  I don’t have 
much use for an indicator that would have kept me out of a rally by the SPX from 1000 to 2400! 

While the bears focused on the CAPE, the real event of last week was President Trump’s address.  As CBS News noted, “It was 
a very different speech for President Trump.  He repeatedly reached across the aisle to the Democrats.”  CNN’s Van Jones 
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even went one better when he said, “He became President of the United States in that moment, period!”  Obviously the stock 
market liked the address as the senior index tacked on some 300 points.  In fact, stocks actually ignored the hawkish Federal 
Reserve comments and the heightened probability of a rate hike in March.  That further reinforces our observation that DJT is 
driving the equity markets and not the Fed, which is a distinct change from the past 10 years. 

Other “sound bites” from last week include: 1) China’s factory activity expanded faster than expected; 2) China’s Congress is 
kicking off.  Remember, China’s Congress elects the Central Committee, who elects the Politburo that elects the all-important 
Standing Committee; 3) Chinese wages are now higher than Brazil, Argentina, and Mexico; 4) Real Personal Income in the U.S. 
declined by the most since 2009 (-0.3% m/m); 5) Our president called for a “merit-based” immigration system; 6) the EU 
escalated the “visa wars” with Americans set to lose visa-free travel to Europe; 7) IRS, FDIC, and Commerce Department 
agents are involved in the Caterpillar investigation; 8) Construction Spending declined 1.0% in January; 9) 1Q17 GDP estimates 
were cut; 10) Macron is on course to beat Le Pen in the French presidential election; 11) U.S. pending home sales in January 
tumbled 2.8% to a 12-month low; 12) Wendy’s to install ordering kiosks in 1,000 stores this year in a brewing minimum wage 
disaster; 13) Russian diplomats keep dying unexpectedly. I guess I will stop at a “baker’s dozen.” 

The call for this week: Andrew and I are at the 38th Annual Raymond James Institutional Investors Conference in Orlando, 
where there will be some 1,000 portfolio managers and approximately 300 presenting companies.  We will be seeing 
companies’ CEOs, CFOs, COOs, etc.  Interestingly, such corporate insiders sold $7.8 billion of their companies’ stock in 
February, which was the most in roughly six years.  What do they know that we don’t know?  Maybe they know that the Daily 
Sentiment Survey of Futures Traders shows a 92% Bulls reading.  In the three times the reading has been that high since 2011 
it has led to declines of 7% (2/11), 8% (5/13), and 3% (11/13).  Also of note is that late last week the number of stocks making 
new 52-week highs on the NYSE collapsed by some 80%.  Then there are the bullish sentiment figures that are at danger levels 
(chart 2 on page 3).  All of this continues to leave us in a cautionary stance despite the fact that stance has been wrong for 
three weeks.  An important point to watch, however, is the upside gap in the charts created by last Wednesday’s “Moon 
Shot.”  Usually such gaps are filled within three sessions, which would be today.  That single-point number to watch is 2363.64 
on the SPX.  That “gap” was not filled on Friday.  This morning the SPX preopening futures are off 7 points at 5:00 a.m. as 
North Korea launches four missiles, one of which is capable of reaching the U.S., and DJT’s escalating war on the Deep State, 
the intelligence community, and now BHO.  We think the equity markets are at an inflection point.  The next few sessions 
should tell if this is the case.     
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Chart 1 

 

 

Chart 2 
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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. 

 

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 resear ch 

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. No copyright claimed in incorporated U.S. government works. 

 

 


