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(This missive was published a few weeks ago, but is being repdsédd popular demandl

My friend and mentor Ray DeVoe u® say that going over old reports can be an exercise in humility, as you cringe while reading some errant
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opposite direction. The reports that were dffise will not be covered in this missive, yet they seemed to be reasonable projections at the time.
However, one set of reports that were correct will be mentioned only because they were so much against the conventional witdoiimet

So, we officially joined Raymond James in 1999. At the tneks were soaring. Then on September 23, 1999 therdwas 2 6 ¢ KS2 NB & a ¢

We wrote about it and got hammered by financial advisors as towdlad turned negative. Our response was that it was not Jeff Saut, or even
Raymond James, but Dow Theory suggesting the best had been seen and discoyrteslw®y, we looked like an idiot as the stock market headed
higher into the spring of 2000. However, the stock market peaked in March 2000 and declined by086rimto November 20Q%here stocks began

their bottoming process. Said process was coneply the spring of 2003, which wa
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over 100% and we were bullish. That Bull Run lasted into the fall of 2007 and _

everyone was bullish with the-DIndustrials making newldime highs. Yein B =ROWN, Ph.D.
b2@SYOSNI umE wnnt GKSNB 4l a Fy2i§KSNJ B
AG F3AFLAY FYR tAadSySR G2 GKS aoOF G Ol
gl a y2 & mdNBeNPBsideiKetbetween SeptemberdBand March 2000
as stocks began to slidend by March 2009 the S&P 500 had surrendered roughly
56% of its value. Yet, most stocks actually bottomed on October 10, 2008 when
92.6% of stocks made new annual lows. At the tiwee were writing that the
bottoming process had beguyand on March 2, 2009 we were on Bloomberg TV
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Text continues on page 3
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Continued from page 1

More recently, after all three of our proprietary models for all of 2017 weildly bullish in mieJanuary 2018ur intermediate
andshorti SN LINR L) Y2RSfa FflFrakKSR aaStt aradaylfaé FyR 6S NBO2YYSyr¥
decline saw the S&P 58P X/2682.630se about 12% of its value into the Fedory19, 2018 undercut low, which we told

participants to buy. From ther¢he SPX would rally 16% into eaf¢tober when our shorti SNY Y2 RSt & Ffl &aKSR |y
aArdayl t ¢ 23018mtdiwe adBsed participants to sell trading positions. Whitdongterm prop model flipped bullish

in October 2008, and has never turned bearish since, our g¢bort and intermediate models are currently conflicted. Indeed,

the intermediate model remains constructively configured, but our shemn modelissk f £ 2y | aaStf aAr3ayl f o¢
instincts told us the equity markets bottomed on a trading basis on October 11, 2018 at ~2710, but last Thursday surgsised us

the SPX lostalarge 822 Ay 1d FTNRBY 2 SRYS&RI & Q& Adayilowl Fhis Bas lfiiti lSPXavyinieblettck dzNE R |- ¢
further downside.

We see it as one of two potential possibilities. First, prices could consolidate in a pretty narrow range into-theveraber

energy peak often mentioned in these reports. Given the curi@rel of energythat is a distinct probability. However, there is

still a lot of negative energy out there and if prices stay around the recent lows of2Z480 (basis the SPX), then we could

experience another spell of panic selling that would take the SPXtoiedrig A 2y f 2 6 a4 @ LT éiKABESAA | aa
typically last 1725 sessions and we are 12 sessions into this onmefmes such stampedes last 280 sessions, but it is really

rare to see one go more than 30 sessions. Quite frankly, we feel nattdr Bbout equites after the midNovember energy

peak.

What remains amazing to us is that many Wall Street pundits, who NEVER saw the d&malmnary, or the October 2 tihe
present declines cominghave rushed to publish a plethora of repotédling us what to do now! Maybe QY | YAm&z&R o

at these false profits that talk out of both sides of their moyth2 G K+ i ¢ KIF G S@SNJ G KS @F NR2dza Y| NJ €
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when you take a stand, you are going to be wrong and wrong more often than you would expect. As the brilliant PetenBernstei

wrote:

After 28 years at this post and 22 years before this in money management, | can sum up whatever wisdom | have
accumulated this way: the trick is not to be the hottest stpidker, the winning forecaster, or the developer of the neatest

model; such victoriesra transient. The trick is to survive. Performing that trick requires a strong stomach for being wrong,
because we are all going to be wrong more often than we expect. The future is not ours to know. But, it helps to know that
being wrong is inevitabland normal, not some terrible tragedy, not some awful failing in reasoning, not even bad luck in

most instances. Being wrong comes with the franchise of an activity whose outcome depends on an unknown future. Maybe
the real trick is persuading clientstbft inexorable truth.

[Update October29p St € = AlG A& y2¢ my aSaaizya Ayidz GKS aaSttAay3a adl vyl
weeks. In fact, we think stoskre approaching the best buy spot since 2016.
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Jeffrey Saut
The Dow Theory Sell Signals of September 23, 1999 and November 21, 2007

DJ 30 Industrials Average
10/21/1988 to 10/19/2018 (Daily) Avg: 12922.28 High: 26828.39 Low: 6547.05 Latest: 254:4.34
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Source: FactSet.
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What We Were Tellingnvestors in November 2007

The following was published in our Investment Strategy piece published November 26, 2007

G.dzffaz .SFNRX IyR wSGSadace
People don'tundblB G F YR G KS &A3IyATAOlF yoDbovemFer 20.K Sated an Sveddésday'sNy S aA 3y
site (Nov. 21) that the breakdown of the Industrials signaled THE EXISTENCE of a primary bear market. It didn't

signal the beginning of a bear market, Wednesday's action gave us the final word via Dow Theory that a primary
bear market was in force.

... Aprecept of Dow Theory is that neither the duration nor the extent of a bull or a bear market can be
predicted in advance. It is far easier to IDENTIFY the end of a bull or bear market than it is to predict their end.
Bull markets tend to build extended dmoften deceptive topswhile bear markets tend to build more definite

and identifiable and faster bottoms. Therefore, it's usually easier to identify the bottom of a bear market than it
is to identify a bull market top.

.. | expect a lot of wild and confusing movements from the stock market in the days ahead. But | remind
subscribers that a rally here, even a powerful rally, will not mean that the bull market has suddenly been reborn.
This bear market will not end indomonths. Butanyrallgt SN gAff I ff2¢ &Adz0"aONRAOSNRER (2 a

. . . Richard Russdllpw Theory Letters
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Think a Bottom is Coming Soon

As ofOctober 29, 2018ve are 18 sessions into the selling sfaade, which typically last 325 sessions. There havednea few that
extended for 2530 sessions, but it is rare for one to go more than 30 sessions. We think a bottom is coming soon.

DJ 30 Industrials Average
10/27/2017 to 10/26/2018 (Daily) Avg: 24943.19 High: 26828.39 Low: 23271.28 Latest: 24688.31
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Source: FactSet.
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with a confirmation from the E) Transports below their November 2017 closing lows.

DJ 30 Industrials Average DJ 20 Transportation Average
10/27/2017 to 10/26/2018 (Daily) Avg: 24943.19 High: 26828.39 Low: 23271.28 Latest: 24688.31 _ . -0 10/27/2017 to 10/26/2018 (Daily) Avg: 10660.37 High: 11570.84 Low: 9440.87 Latest: 9965.67 _ ) 00
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Source: FactSet.
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Andrew Adams
PostMortem ¢ S&P 500

October has obviously not been a fun month éguity investors. Once the S&P 500 failed to make a new high in early
October and then dropped beneath the early September low around 2864, the path of least resistance flipped to the
downside and selling accelerated quickly. There was a bounce attempt arounchonith but the S&P 500 was unable to

make it up over its 1@ay moving average, failing in four consecutive days to climb above it. Now, one of the first things we
are watching tchelp support that the lows are in will be getting back above th&ld® moving average on a daily closing

basis.
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Source: Stockcharts.com.
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While October has been a horrible month for the stock markethaee not yet witnessed enough damage to believe the
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the most important charts | am watching is the monthly chart for the S&P 506 October weakness has brought the

index right to the uptrend line that connects the 2009 and 2016 lows (green line). A monthly close beneath this line would

not be good, and would increase the odds that we are in for more than just a quick drofhi¥egne should produce

support and we hope to see that happen.

SPX S&F 500 Large Cap Index INDx ® StockCharts.com
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Source: Stockcharts.com.
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S&P 500 at Weekly Bollinger Band

The S&P 500 has often marked bottoms near its lower weekly Bollinger Band over the last few years. The stamdgnd Boll
Bands are two standard deviation bands surrounding th@@@od moving average, in this case the\26ek moving

average. It is expected that most trading action will take place between these two bands, so very often traders and
investors use thesesamajor support and resistance. The fact that the S&P 500 is at its lower band should help add
additional support to an already oversold market.
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Source: Stockcharts.com.
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Down-Move Losing Steam

Very often at bottoms, a stock or index wilbike a new low in price, but do so with less downside momentum as measured

by an indictor like the Relative Strength Index (RSI). This is called a positive divergence and implies thahaveaan

running out of steam. Well, this has happened overthéllasd S@SN} f &aSaaizya a GKS {3t pnn KF& YIR;
but its RSI has made higher lows (lower panel). This, too, supports that a bottom is near.

$SPX =3P 500 Large Cap Index INDX, @ StockCharts.com
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Source: Stockcharts.com.
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NASDAQ Has Done Damage Too

We used this chart quite a bit the last few months to show that the NASDAQ (and the broad market) likely had limited

upside as it rallied up to the top of its loigS NI NB &A &Gl yOS tAyS 6i0G2LI NBR ftAyS0d 2KAtS GKI G
market would subsequently sell off,dtd skew the risko-reward in the near term and may have encouraged investors and

traders to cut positions on the first sign of weakness. Now, the NASDAQ has broken below the uptrend line that was in

place from the 2016 low and that had previously actsdgapport (lower red line), and this line will be expected to act as

major resistance to any rally attempt in the coming months.

$COMP Q Masdag Composite INDX. @ StockChartscom
28-0ct2018 10:04am Open 7272 42 High 7201 54 Low 7244 67 Last 720133 Volume 315 2 Chg +124& (+1.73%) & .
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Source: Stockcharts.com.
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Russell 2000 Broke Major Support

It is also worrying that the small cap Russell 2@@tich has now been weak for about two months, closed a week beneath
a longterm line that has a history as both resistance and support (lowest red line). This line acted as support earlier this
year and on the first leg down recently, but now it will bgpested to add to the selling pressure on any rebound attempt.
However, in the near term we expect that small caps will lead large caps on angdsosince they are more beatelown

and stretched to the downside.

$RUT Russel 2000 Small Cap Inclex INDX @ StockCharts.com
29-0642015 10:10am Open 143520 High 1511.01 Low 148520 Last 1510.67 Chg +2885(+181%)+
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How Technology Responds Here is Critical

Technology has helped lead the market higher for several years now, and where the sector goes from here may go a long
way toward determining where the broad market goes. Tech has pulled back to a major support tihagtzahistory of
importance going all the way back to the start of 2010 (top green line). If it breaks down below this line, it would not be

good.
$IXT Technology Select Sector - MYSE Arca INDX ® StockCharts.com
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Source: Stockcharts.com.

®
©2018raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved. RAYMOND JAMFS

International Headquartéfee Raymond James Financial Ge6rCarillon Parkwlagt. Petersburg, Florida 3378862488863 14




Raymond James

Gleanings
Andrew Adams
Need to See Breadth Improve on Any Rallies
Another concerninglevelopment has been the continued drop in the NYSE AdvBiectine Line. This is one of the key
breadth indicators we follow and it topped out in late August along with small cap stocks. We will be skeptical of any moves
upward in the major stock averag#sat are not also accompanied by improvement in breadth indicators like the NESE A
Line, so breadth really needs to pick up here.
Source: Stockcharts.com.
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