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“The Market Can Behave Irrationally Far Longer  
Than Your Net Worth Can Last”  
(Paraphrase of John Maynard Keynes) 

 
As we embark upon a new year, I really pondered on Commandment #1, shown below, believing that it is extremely applicable to 
long-term success in stock market analysis. Unfortunately, in my opinion, many strategists, analysts, and participants on Wall Street 
lose sight of this statement as their egos lead them to “cling dogmatically” to certain beliefs, never questioning whether they could 
be wrong.    
 
From my perspective, many Wall Street observers are seeking road signs that have stood the test of time in order to better navigate 
what has now become a more emotionally driven trading and investment environment.  Consistent with this and having just finished 
reading Michael Lewis’s recent book titled The Big Short: Inside the Doomsday Machine, I wanted to share with you (in no particular 
order) a number of axioms gleaned in my readings, conversations, and personal experiences over the years.   
 
Please realize that they are not all encompassing and won’t be right 100% of the time. Yet in more instances than not, they will guide 
you down the right path when trying to discern “conventional Wall Street wisdom.”  
 
Commandment #1: “Thou Shall Not Trade Against the Trend.” 

 
 Portfolios heavy with underperforming stocks rarely outperform the stock market! 

 There is nothing new on Wall Street.  There can’t be because speculation is as old as the hills.  Whatever happens in the stock 
market today has happened before and will happen again, mostly due to human nature.  Given similar circumstance, human 
nature is consistent, regardless of time and location.    

 Sell when you can, not when you have to. 

 Bulls make money, bears make money, and “pigs” get slaughtered. 

 We can't control the stock market. The very best we can do is to try to understand what the stock market is trying to tell us. 

 Understanding mass psychology is just as important as understanding fundamentals and economics.  
 

 Learn to take losses quickly, don’t expect to be right all the time, and learn from your mistakes. 

 Don’t think you can consistently buy at the bottom or sell at the top.  This can rarely be consistently done. 

 When trading, remain objective.  Don’t have a preconceived idea or prejudice.  Said another way, “the great names in our 
business – the Paul Tudor Joneses, the Stevie Cohen’s, the Andy Hall’s; the George Soros’s – all have the same trait: the ability to 
shift on a dime when the shifting time comes.” 

 Any dead fish can go with the flow.  Yet, it takes a strong fish to swim against the flow.  In other words, what seems “hard” at 
the time is usually, over time, right.  

 Even the best looking chart can fall apart for no apparent reason. Thus, never fall in love with a position but instead remain 
vigilant in managing risk and expectations. Use volume as a confirming guidepost.  
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 When trading, if a stock doesn’t perform as expected within a short time period, either close it out or tighten your stop-loss 
point.  

 As long as a stock is acting right and the market is “in-gear,” don’t be in a hurry to take a profit on the whole positions.  Scale 
out instead. 

 Never let a profitable trade turn into a loss, and never let an initial trading position turn into a long-term one because it is at a 
loss.  

 Don’t buy a stock simply because it has had a big decline from its high and is now a “better value;” wait for the market to 
recognize “value” first.  

 Don’t average trading losses, meaning don’t put “good” money after “bad.”  “Adding to a losing position will lead to ruin. Ask 
the Nobel Laureates of Long-Term Capital Management.” 

 Human emotion is a big enemy of the average investor and trader. Be patient and unemotional.  There are periods where 
traders don’t need to trade.   

 Wishful thinking can be detrimental to your financial wealth. 

 Don’t make investment or trading decisions based on tips.  Tips are something you leave for good service. 

 Where there is smoke, there is fire, or there is never just one cockroach: In other words, bad news is usually not a one-time 
event, more usually follows.  
 

 Realize that a loss in the stock market is part of the investment process.  The key is not letting it turn into a big one as this could 
devastate a portfolio. Said another way, “It’s not the ones that you sell that keep going up that matter. It’s the one that you 
don’t sell that keeps going down that does”  

The table below depicts the percentage gain necessary to get back even, after a certain percentage loss. 

Percent Loss Percent Gain Percent Loss Percent Gain
5% 5.3% 55% 122.2%

10% 11.1% 60% 150.0%
15% 17.6% 65% 185.7%
20% 25.0% 70% 233.3%
25% 33.3% 75% 300.0%
30% 42.9% 80% 400.0%
35% 53.8% 85% 566.7%
40% 66.7% 90% 900.0%
45% 81.8% 95% 1900.0%
50% 100.0%

Source: Raymond James research
 

 Your odds of success improve when you buy stocks when the technical pattern confirms the fundamental opinion.  As many 
participants have come to realize over the past eleven years, during which the S&P 500 has made no upside progress, you can 
lose money even in the “best companies” if your timing is wrong.  Yet, if the technical pattern dictates, you can make money on 
a short-term basis even in stocks that have a “mixed” fundamental opinion. 
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 To the best of your ability, try to keep your priorities in line.  Don’t let the “greed factor” that Wall Street can generate outweigh 
other just as important areas of your life.  Balance the physical, mental, spiritual, relational, and financial needs of life.    

 Technical analysis is a windsock, not a crystal ball.  It is a skill that improves with experience and study.  Always be a student, 
there is always someone smarter than you! 

Believing that attentiveness to your client’s objectives, concerns, and experiences are critical for a long-term relationship, I hope you 
use these insights as a communication tool as the new year approaches.   

Finally, a special thank you to the following gentlemen for sharing their wisdom over the years: Jeffrey Saut, Clay Allen, Dennis 
Gartman, Gary Kaultbaum, and Richard Russell, amongst many.   
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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 and produce a total return of at least 15% and outperform the S&P 500 over the next six 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 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 months. 

Market Perform (MP3)  Expected to perform generally in line with the S&P 500 over the next 12 months and is potentially a source of funds for 
more highly rated securities. 

Underperform (MU4)  Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. 
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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. 
 

Raymond James European Equities rating definitions  

Strong Buy (1)  Absolute return expected to be at least 10% over the next 12 months and perceived best performer in the sector universe. 
Buy (2)  Absolute return expected to be at least 10% over the next 12 months. 
Fair Value (3)  Stock currently trades around its fair price and should perform in the range of -10% to +10% over the next 12 months. 
Sell (4)  Expected absolute drop in the share price of more than 10% in next 12 months. 
 

Rating Distributions 

Out of approximately 821 rated stocks in the Raymond James coverage universe, 53% have Strong Buy or Outperform ratings (Buy), 40% are 
rated Market Perform (Hold) and 6% are rated Underperform (Sell).  Within those rating categories, 23% of the Strong Buy- or Outperform 
(Buy) rated companies either currently are or have been Raymond James Investment Banking clients within the past three years; 12% of the 
Market Perform (Hold) rated companies are or have been clients and 16% of the Underperform (Sell) rated companies are or have been 
clients. 

 

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. 

 

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.  

 

http://www.rjcapitalmarkets.com/SearchForDisclosures_main.asp
http://www.raymondjames.com/
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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. 
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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. 

 

 


