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"That Was the Week That Was" 

 
So, last week was interesting, huh? If nothing else, it was definitely a far cry from two or three months ago when investors 
could check in on the markets only every few days and not really miss much of anything. But after Donald Trump shocked the 
world on Tuesday night and the news networks first began reporting that the Dow Jones Industrial Average futures were 
down 500 points (then 600 points…then 800 points), Jeff Saut and I, like most market participants, came in Wednesday 
morning expecting stock market carnage. In our view, the most likely reaction was going to be “Brexit: The Sequel,” where 
stocks sold off on the uncertainty before finding a bottom in the subsequent days. So, accordingly, our advice Wednesday 
morning prior to the market opening was to stay calm, take a breath, and get ready to buy the anticipated dip.  

But then a funny thing happened and market sentiment seemed to almost immediately flip just as we published our 
comments, as if a “Buy” switch had been thrown somewhere between Washington and Wall Street. Despite all indications 
prior to the election that the market favored a Hillary Clinton victory, investors, when finally forced to consider what a Trump 
presidency may actually mean, did not exactly hate the possibilities. The complete 180° turn is perfectly summarized by this 
email from a loyal follower that Jeff and I received just prior to the market opening on Wednesday: 

...SELL EVERYTHING! THE END IS HERE!! SELL!! SELL!! SELL!! Well...except Biotech because the risk of price 
controls is over! Sell EVERYTHING but Biotech stocks!! Oh, and Financial stocks! Financial stocks will do very well 
with less regulation!! Sell everything but Biotechs and Financials! Of course there's Energy stocks, yeah they will 
do better with Republicans for sure. OK, we are selling everything EXCEPT Energy, Financials and Biotechs!! I 
can't sell [the big Tech companies] though because they will bring all that cash back from overseas now [and 
maybe invest more of it into their businesses]…Heck, if these stocks go up, it will drag ALL tech stocks higher. 
Alright, alright, we are gonna buy more Technology today! So here is the plan. Sell everything except 
Technology, Financials, Energy and Biotechs! But everything else has to go! Although...with the GOP controlling 
all three branches, they might actually get some infrastructure spending passed. That could really push 
Industrials and Basic Materials higher. OK, new plan- We buy Basic Material stocks, Industrials, Technology, 
Biotech, Financials and Energy, but nothing else!! Everything else, SELL! But wait, what if they cut corporate 
taxes like they promised??? That means more cash for share buy-backs, dividends and capital investment. And, if 
the GOP cuts taxes for individuals, they will have more for Consumer stocks. Well consumers make up 70% of 
the economy... that will make everything go higher!!! NEW PLAN!!! BUY 
EVERYTHING!!!!!...BUY...BUY...BUY!!!!!!!!!!!!!!!!!! 

Ultimately, not EVERYTHING went up (Technology, for one), but, as we said in the months leading up to the election, there 
would certainly be areas of the market that would benefit under each outcome and there was not really a scenario that would 
undermine our long-term bullish thesis. And, yes, the initial market response is a gut-reaction to what should still be 
considered a “best case scenario” for the coming administration, but for the first time in a while it appears investors see a 
path toward much higher stock prices. Even we, as bullish as we have been, have admitted that while the market likely had a 
high floor underneath it that would prevent major losses, conditions weren’t SO great that we were going to see stocks take 
off and never look back. There is now at least a better chance that happens. 

Whenever a market rallies on news that is still, at best, a high uncertainty event, it is generally a very bullish sign and implies a 
strong market. I won’t go so far as to call this a rule because no one has ever presented me with a stock market rulebook, but 
it does lead us to believe the probabilities favor higher prices over the coming months even if we are now a tad overbought in 
the short term. Also, the fact that we never even got a buyable dip post-election (unless you happen to trade futures), 
strengthens the argument that stocks want to keep moving higher, in our view. 

Of course, the absence of a sell-off left many of our readers feeling disgruntled after they missed the sharp move last week. 
Our inboxes have been filled with questions from despondent advisors asking if it is too late to buy after the quick rally, but 
unless the market completely changes its opinion on a Trump presidency, the 11/4/16 low likely marked an important bottom 
and any subsequent dips over the coming days should remain above that level. Recall, even though we had been cautious and 
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advised patience in the weeks heading into the election, we also said that the downside would likely be limited to the 3%-6% 
range in the S&P 500. Well, the move from the previous all-time high in August to the low on 11/4 ended up being just over 
5%, so there is a good chance that was it and prices can now go higher. 

Keep in mind, though, a Donald Trump presidency is a high risk/high reward scenario, where the eventual results will not be 
known for some time. There is a chance that things work out very well for the stock market, with a pro-business, Republican 
majority actually getting things done in Washington, making it easier for companies to run efficiently, and investing in areas of 
the country that have not recovered since the Great Recession. However, it does likely create some more negative tail risk if 
the policies don’t work, as the combination of less tax revenue and fiscal stimulus could end up doing nothing more than 
increasing the national debt while also bringing about higher inflation that will necessitate rates rising more quickly than they 
otherwise would have. We have said for two years now that higher rates are not a tremendous concern as long as they move 
up gradually and are supported by a strengthening economy, but what we don’t want is the Federal Reserve to be forced into 
quickly raising more than expected in order to combat inflation. An outcome such as that could pump the brakes on the bull 
market and is something to keep in the back of your mind before throwing all caution to the wind. 

There is some long-term technical hope, though, that we could see the next major leg of the secular bull market start soon. 
The last two years have generally been regarded as quite volatile, and that is true in that we have had a number of quick 
rallies and dips (nine dips of 5% or more since October 2014). However, all that volatility has come within a very tight range 
by historical standards, a point I decided to explore further over the weekend by diving into the data and doing some fun 
“spreadsheeting.”  I looked at all the rolling two-year trading ranges in the S&P 500 going back to 1962 and what I found was 
quite interesting (by rolling two-year trading range I mean the percentage difference between the highest price and lowest 
price from 2015-2016, then 2014-2015, then 2013-2014, and so on). The 2015-2016 trading range of 21% is actually the 
fourth tightest period in the last 55 years, with only 2004-2005, 1993-1994, and 1992-1993 having a smaller percentage 
difference between the low and high. In fact, the average rolling two-year trading range has been a whopping 48% since 1962 
(median 45%), which means that we are likely due for a big move if history is any guide. And current conditions and the post-
election reaction appear to indicate that big move is more likely to come on the upside than the downside.  

And, finally, the specific way the market rallied last week is also very promising. There were obviously winners and losers with 
respect to sectors after the election result, but the rally was not the narrow variety we have experienced the past two years 
where only a select few stocks were responsible for the gains. The equal-weighted version of the S&P 500 jumped 4.5% last 
week, its best weekly performance since January 2013 (source: Bespoke Investment Group), and small and micro-cap stocks 
did even better. The small-cap S&P 600 index jumped over 10% last week to a new all-time high and continued its run of 
sneaky outperformance over large caps that has been one of the under-reported stories of 2016. And with the exception of 
Technology (more on that later this week), the sectors that really lagged last week were the ones that we have been advising 
you stay away from the last few months – the yield-sensitive and defensive areas that were already too expensive for our 
taste. So, the fact that we are seeing a cyclical rally led by the smaller speculative stocks seems to bode well for the rest of 
this year and into 2017, and we will have some specific stock picks in the coming days to help you take advantage of what will 
hopefully be a fantastic investing environment. 

The call for this week: We should start to see a return to a more normal trading environment in the coming days, as the 
election is left in the rear-view mirror and things like the economy and earnings once again become the focus. Remember, our 
view before the craziness of last week was that, overall, things are “good enuff” to keep this secular bull market going and we 
have not wavered on that. It would not surprise us to see some profit-taking in many of the stocks that experienced quick 
run-ups after the election, but long-term investors should likely leave the selling to the swing traders. Chances are any dips 
are limited to the 2120-2150 range in the S&P 500 and those dips should be for buying. And if you are thinking about selling 
right now, I’ll leave you with a quote from Reminiscences of a Stock Operator by Edwin Lefevre, which is about as close to a 
market rulebook as I have ever seen: “They say you never go broke taking profits.  No, you don’t.  But neither do you grow 
rich taking a four-point profit in a bull market.” And we think this is still a bull market.  
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Chart 1 

 

Source: Stockcharts.com. 

 

Chart 2 

 

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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