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Investment Strategy

“Graham & Dodd vs. Edwards & Magee”

The development of a personal trading or investing philosophy is usually an evolutionary and highly personal process.
Through a combination of experience, trial-and-error, and the attainment of knowledge, successful market participants hone
their skills until they find a strategy that works for them and that is consistent with their general mindset. Despite the
individualized journey, though, battle lines are generally formed between those who practice more value-based fundamental
analysis and those who practice price-based technical analysis. Both disciplines can obviously be used together, but most
people in this business probably do lean either more one way or the other, hence the friendly friction between the two
schools of thought.

To greatly oversimply things, the “fundamentalists” are commonly followers of Benjamin Graham and David Dodd, the noted
Columbia Business School professors who wrote the seminal book Security Analysis back in 1934. Their work treated stocks as
the businesses they represented, and they endeavored to uncover situations where the price of shares in a company diverged
from the true intrinsic value of its business. “Technicians,” on the other hand, study Technical Analysis of Stock Trends written
by Robert D. Edwards and John Magee in 1948 and believe that stocks are just pieces of paper and the prices paid for them at
any given time are the true “values” of the companies. Technical analysts argue that the fundamentals don’t make you any
money unless the market agrees with your assessment of those fundamentals, and even if one’s fundamental opinion is
correct and the price moves to the intrinsic value, it will be reflected in the charts anyway so the technically inclined can take
advantage of the move as well. Fundamentalists, of course, retort that the true value of a company can be known in advance
of a price move, which potentially allows for getting in or out before the chartists start picking up on any changes in trend. It’s
also tough to argue against a strategy that turned Graham & Dodd disciple, Warren Buffett, into the world’s wealthiest
person!

Doug Kass of Seabreeze Partners touched on a similar discussion in a comment last Friday that pondered whether investors
and traders should be reactionary (more technical) or anticipatory (more fundamental). His conclusion was: “It can be
debated which is the proper strategy...[but] | believe they can coexist.” We very much agree and think the two disciplines
should coexist and be used together to form an investment opinion. We tend to be more reactionary on a longer-term basis
but anticipatory on a shorter-term basis, and the combination has mostly worked well for us.

However, the Edwards & Magee crowd have most certainly won out over the last year, as the stock market has largely traded
higher despite consistent calls from the Graham & Dodd contingent that the aggregate value of companies does not justify
the current price level. The charts support the view that the long-term uptrend remains intact and the recent weakness is
little more than a harmless pullback at this point. The Graham & Dodd believers, conversely, have intensified their warnings
over the last two weeks, as they argue this down-move is only the beginning of a larger market adjustment.

Unfortunately, there exists no 100% accurate method; we, therefore, try to separate out and weigh as many factors as we can
to see which direction the odds favor over various time horizons. At this stage, it is important to realize that all we’ve been
dealt so far is a 2.82% dip on an intraday basis, so we think it's much too early to mourn the death of the secular bull market.
Remember, other than an overheated market pausing to cool off, little has changed from just a couple weeks ago. Specific
events are always given credit for causing market moves, but it is funny how these events seem to come out of “nowhere”
just as the technicals are indicating a change is likely due. Looking beyond the headlines, though, there really has not been a
noticeable change in the overall conditions that have driven stocks to higher prices since the February 2016 lows: the U.S.
economy is still reflecting okay, but not great growth; earnings season was strong even if the results were largely already
priced in; and really no part of our overall secular bull market thesis has been interrupted by the action over the last two
weeks. Instead, a convergence of negative news items have arrived at a time when there are few earnings releases or other
positive fundamental news to help counter the bad sentiment and during a pre-Labor Day period when volumes tend to dry
up anyway.

Please read domestic and foreign disclosure/risk information beginning on page 5 and Analyst Certification on page 5.
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As Bespoke Investment Group notes: “We continue to treat the current pullback as more of a seasonal thing than anything
else, given the market’s historical tendency to do poorly in August and September. Remember, from an earnings or economic
or Fed perspective, things look the same now as they did a few weeks ago.” They also point out that, until Friday, the S&P 500
hadn’t traded in “oversold” territory for 196 straight trading sessions, the 9™ longest streak since 1928 and the longest since
the 333-trading day run from December 1994 to April 1996 (“oversold” territory, in this case, refers to moving more than one
standard deviation below the 50-day moving average; chart 1). The point is, periods with practically no downside volatility like
the one we’ve enjoyed since just before the presidential election last year are rare and must come to an end. That does not,
however, mean the secular bull market has to come to an end at the same time. Bespoke looked at the 16 other streaks of
150+ trading days without the S&P 500 becoming oversold in history and all 16 of those times the index was higher three
months later with an average gain of 4.80%.

So, we do maintain our cautious short-term stance for now since we have yet to really see signs of a clear bottom having been
made, but we continue to advise against getting too bearish at this stage. It still feels unlikely we’re going to suddenly go from
the market not being able to sell off at all, right into a major correction, which means most portfolios should maintain much
of their exposure to stocks. That said, the upside may, admittedly, be limited in the near-term given seasonality and technical
resistance, so some investors may feel more comfortable raising stops, hedging against the downside, and even raising some
more cash just in case. Again, we believe the heavy support areas in the S&P 500 will help prevent major damage, but with a
fairly balanced near-term risk-to-reward setup, an investor’s risk tolerance will determine how aggressive or conservative
they get at this time.

For those deciding to hold a little more cash than usual, it may make sense, depending on the account type and fee structure,
to explore alternatives to just having the money sitting there not really earning much. One such option is the Putnam Short
Duration Income Fund (PSDYX for advisory accounts/PSDTX for traditional brokerage accounts), which, while not a money
market fund, does have a stable NAV history and is easy to buy in and sell out of when looking to raise and deploy “cash.” The
combination of the very short duration and the fund’s yield might make for an attractive alternative to other cash
placeholders, but again, please research the fund further to ensure it meets the requirements of the portfolio and account
type.

The call for this week: The current dip has, so far, taken the S&P 500 down to our first probable support zone around 2417-
2420 where sits the 100-day moving average and the support trendline connecting the February 2016 and November 2016
lows (Chart 2). At the same time and as previously mentioned, the index is oversold more than one standard deviation under
its 50-day moving average for the first time since just before the U.S. presidential election last year and there likely exists
additional support just above 2400, so the buy-the-dip crowd may make an early-week attempt to boost the market back up.
Nevertheless, practically all of the market breadth indicators we follow are still pointed down and not yet at “washout” levels
that have historically marked bottoms (Chart 3), indicating selling pressure may not have been exhausted quite yet.
SentimenTrader does note, though, that with half of all Energy stocks in the S&P 500 hitting new 52-week lows last week, the
sector may be nearing its own selling climax and a bottom there would go a long way toward helping the breadth readings for
the entire market. So, this week we will be watching for signs that investors are stepping in to buy the pullback across the
market, boosting up the breadth indicators and keeping the major averages above their respective probable support levels.
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Chart1

S&P 500: Last Three Years
2,500
2,400
2,300
2,200
2,100
2,000
1,300

1,800
1,700

Jun-14
Aug-14
Od-14
Dec-14
Feb-15%
Apr-15
Jun-15
Aug-15
Od-15
Dec-15
Feb-16
Apr-16
Jun-16
Aug-16
Od-16
Dec-16
Feb-17
Apr-17
Jun-17
Aug-17

Source: Bespoke Investment Group

Chart 2

$SPX 52P 500 Large Cap Index INDX
1B-hug2017

4 $5Px (Waakly) 2425.55

= H1a(20) 21 16 s
—MA(L0) 2446 77

— M5 (40) 2356.03 AT

-
< 2400

W
il Y 2ars
uﬁTW

2300

0
Al
i Floor? |
Il

@Stoc scom
Open 245435 High 247435 Low 2420.53 Close 242555 Volume 8 98 Chg -15.77 (0.65%) v

2226
2200
ﬁl - 2175
2150
2128
2100
2075
2050
2028
2000
1076
1050
1025

1200

1878
1850
1825

Sep  Oot Mow Dec 2015 Feb Mar  Apr  May Jun  Jul  Aug  Sep Ooi Mow  Dec 2016 Feb  Mar Apr  May  Jun  Jul  Aug  Sep Ot  Now Dec 2017  Feb Mar  Api  May  Jun  Jul  Aug  Sep Oot

Source: Stockcharts.com

®
©2017 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. Al rights reserved. RAYMOND JAMES

International Headquarters: The Raymond James Financial Center | 880 Carillon Parkway | St. Petersburg, Florida 33716 | 800-248-8863 3



Raymond James Investment Strategy

Chart 3
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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 Rl'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.

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 FINRA Rule 2241 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.
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Ratings and Definitions
Raymond James & Associates (U.S.) definitions

Strong Buy (SB1) Expected to appreciate, produce a total return of at least 15%, and outperform the S&P 500 over the next six to 12 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 12-18 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 12-18 months.

Market Perform (MP3) Expected to perform generally in line with the S&P 500 over the next 12 months.

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

Suspended (S) The rating and price target have been suspended temporarily. This action may be due to market events that made coverage
impracticable, or to comply with applicable regulations or firm policies in certain circumstances, including when Raymond James may be
providing investment banking services to the company. The previous rating and price target are no longer in effect for this security and should
not be relied upon.

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 Europe (Raymond James Euro Equities SAS & Raymond James Financial International Limited) rating definitions

Strong Buy (1) Expected to appreciate, produce a total return of at least 15%, and outperform the Stoxx 600 over the next 6 to 12 months.
Outperform (2) Expected to appreciate and outperform the Stoxx 600 over the next 12 months.

Market Perform (3) Expected to perform generally in line with the Stoxx 600 over the next 12 months.

Underperform (4) Expected to underperform the Stoxx 600 or its sector over the next 6 to 12 months.

Suspended (S) The rating and target price have been suspended temporarily. This action may be due to market events that made coverage
impracticable, or to comply with applicable regulations or firm policies in certain circumstances, including when Raymond James may be
providing investment banking services to the company. The previous rating and target price are no longer in effect for this security and should
not be relied upon.

In transacting in any security, investors should be aware that other securities in the Raymond James research coverage universe might carry a
higher or lower rating. Investors should feel free to contact their Financial Advisor to discuss the merits of other available investments.

Rating Distributions

Coverage Universe Rating Distribution* Investment Banking Distribution
RJA RIL RJEE/RIJFI RIA RIL RJEE/RIJFI
Strong Buy and Outperform (Buy) 53% 72% 54% 25% 49% 0%
Market Perform (Hold) 43% 26% 34% 12% 24% 0%
Underperform (Sell) 5% 3% 12% 7% 17% 0%

* Columns may not add to 100% due to rounding.

Suitability Ratings (SR)
Medium Risk/Income (M/INC) Lower to average risk equities of companies with sound financials, consistent earnings, and dividend yields
above that of the S&P 500. Many securities in this category are structured with a focus on providing a consistent dividend or return of capital.

Medium Risk/Growth (M/GRW) Lower to average risk equities of companies with sound financials, consistent earnings growth, the potential
for long-term price appreciation, a potential dividend yield, and/or share repurchase program.

High Risk/Income (H/INC) Medium to higher risk equities of companies that are structured with a focus on providing a meaningful dividend
but may face less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial and competitive
issues, higher price volatility (beta), and potential risk of principal. Securities of companies in this category may have a less predictable income
stream from dividends or distributions of capital.

High Risk/Growth (H/GRW) Medium to higher risk equities of companies in fast growing and competitive industries, with less predictable
earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial or legal issues, higher price volatility (beta),
and potential risk of principal.
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High Risk/Speculation (H/SPEC) High risk equities of companies with a short or unprofitable operating history, limited or less predictable
revenues, very high risk associated with success, significant financial or legal issues, or a substantial risk/loss of principal.

Raymond James Relationship Disclosures

Raymond James expects to receive or intends to seek compensation for investment banking services from the subject companies in the
next three months.

Stock Charts, Target Prices, and Valuation Methodologies

Valuation Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and
quantitative factors including an assessment of industry size, structure, business trends and overall attractiveness; management effectiveness;
competition; visibility; financial condition, and expected total return, among other factors. These factors are subject to change depending on
overall economic conditions or industry- or company-specific occurrences. Only stocks rated Strong Buy (SB1) or Outperform (M0O2) have
target prices and thus valuation methodologies.

Target Prices: The information below indicates target price and rating changes for the subject companies included in this research.

Risk Factors

General Risk Factors: Following are some general risk factors that pertain to the businesses of the subject companies and the projected target
prices and recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand or product /
service pricing could change and adversely impact expected revenues and earnings; (2) Issues relating to major competitors or market shares
or new product expectations could change investor attitudes toward the sector or this stock; (3) Unforeseen developments with respect to the
management, financial condition or accounting policies or practices could alter the prospective valuation; or (4) External factors that affect the
U.S. economy, interest rates, the U.S. dollar or major segments of the economy could alter investor confidence and investment prospects.
International investments involve additional risks such as currency fluctuations, differing financial accounting standards, and possible political
and economic instability.

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability
categories, is available at rjcapitalmarkets.com/Disclosures/index. 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, 6t Floor, 880 Carillon Parkway, St. Petersburg, FL
33716.

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.

Not approved for rollover solicitations.

®
©2017 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved. RMMOND JAMFS

International Headquarters: The Raymond James Financial Center | 880 Carillon Parkway | St. Petersburg, Florida 33716 | 800-248-8863 7


http://www.rjcapitalmarkets.com/Disclosures/index
http://www.raymondjames.com/

Raymond James Investment Strategy

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. RJFl, 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 Réglement
Général de I’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 Contréle
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 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.
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