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"Down the Rabbit Hole"
“When I use a word,” Humpty Dumpty said in a rather scornful tone, “It means just what I chose it to mean – neither more or
less.” “The question is,” said Alice, “Whether you can make words mean so many different things.”
. . . Lewis Carroll, Through the Looking Glass, chapter 6, (1872)

When we were kids, we used to love having our parents read to us, especially from books written by Lewis Carroll. Through
the Looking Glass and Alice in Wonderland were our two favorites. One of the quotes that has always stuck with us is, “Down
the rabbit hole,” which is a metaphor for an entry into the unknown, the disorienting, or the mentally deranging, from its use
in Alice's Adventures in Wonderland. Unfortunately, the same can be said about the stock market recently. Another quote
from the movie “1984” is, “Numbers mean what we say they mean!” And we were reminded of that quote while reading a
blog from one of Wall Street’s finest, John Murphy, over the weekend. The headline read, “The first quarter wasn’t that bad
for stocks – the Vanguard Total Stock Market ETF (VTI/135.72) loss less than 1%.” The byline went on to say:
Despite all the volatility during the first quarter, the first three months of 2018 weren't really that bad. The Dow
Industrials were the biggest losers with a quarterly drop of -2.5%. The broader S&P 500 Index lost only -1.2%. While
the tech dominated Nasdaq Composite gained 2.3%. Small caps saw only a marginal loss (-0.40%). The daily bars in
Chart 1 [not included] shows the Vanguard Total Stock Market ETF. As its name implies, the VTI captures the entire
stock market by size (large, small, and midsize) and by style (growth and value). And it lost only -0.71% from the end
of December to the end of March.
While all of those numbers a correct, where you stand is a function of where you sit, and as George Orwell wrote, “Numbers
mean what we say they mean!” As stated, all the aforementioned numbers are correct if you measure from December 31,
2017. However, if you measure from the stock market’s peak of January 26, 2018, the decline in the VTI has been roughly 7%.
Yet, the carnage beneath the surface has been much worse. Verily, in last Thursday’s “Morning Tack”, we noted:
From Election Day 2016 through the S&P 500’s last all-time high on January 26, the index added $6.3 trillion in
market cap to take its total market cap up to $25.46 trillion. Since the high on 1/26, the index has now lost $2.34
trillion in market cap, bringing the total down to $23.12 trillion. This means that 37% of the post-Trump gains in
market cap have been erased during the current market pullback.
Indeed, in Big Tech over the past few weeks, the losses have been egregious. For example, Big Tech has lost $278 billion
dollars in stock market value since the Facebook face plant. The loss numbers, according to the invaluable Axios service, are
“Facebook $75 billion, Amazon $61 billion, Apple $54 billion, Google $62 billion, and Microsoft $26 billion.” However, we
have often noted that when the market leaders finally “give up the ghost”, you are typically near the end of a decline, and
that hopefully seems to be the case here. We have been steadfast in the belief that the S&P 500 (SPX/2640.87) would NOT
retest its intraday low of 2532.69, a level which we told investors to buy, and it has not retested that level since then. We
have also been of the belief that the lows are “in” and that the second “leg” of the secular bull market remains in place.
Recall, we believe the first leg began in October of 2008 and ended in May 2015. The second leg began in February 2016
when The Royal Bank of Scotland told investors to “Sell everything but high grade bonds”, one of the great wrong-footed
“calls” of all-time! How long the second leg will last is unknowable, but when it ends, it should be followed by an upside
consolidation and then an upside breakout for the third leg of the secular bull market. As often stated, the third leg of the
1982-2000 secular bull market began in late 1994 and lasted until the spring of 2000.
Moreover, after being pretty bullish for much of 2017, our intermediate/short-term models telegraphed that last February
was the first point of downside vulnerability in over 18 months, and we advised raising some cash on a trading basis.
Subsequently, we put some of that cash back to work, mainly in the midstream MLPs, at the February “undercut low” of
2/9/18. It is worthy of mention that the Advance-Decline Line has not confirmed the 12% drop from the SPX’s intraday highs
to its intraday low. This is likely due to the outperformance of the small/mid-capitalization stocks (Chart 1 on the following
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page). Despite the February/March gyrations, the SPX still resides above its 200-day moving average (Chart 2 on page 3) for a
streak of 443 sessions above that MA. Since 1928, there have only been six other such 400+ session strings; truly remarkable
and it demonstrates the power of this secular bull market (Chart 3 on page 3). It is interesting to observe that the percentage
of S&P 500 industry groups above their respective 200-DMAs is only 37.5% and that the percentage above the 50-DMA is
zero! Likewise, the percentage of stocks above their respective 50-DMAs is a mere 15%. Equally amazing is that ALL of the
international Exchange Traded Funds (ETFs) we monitor are in oversold territory.
The call for this week: Yesterday was Easter Sunday, as well as the beginning of the new month, so the wakeup call was
“rabbit, rabbit, rabbit” to begin the month as the stock market hopefully emerges from its “down the rabbit hole” decline,
which was the worst quarterly performance in two years. If the SPX can produce an upside follow-through rally to Friday’s
Fling (+254 Dow Points) and cause the SPX to close above the 2660-2670 zone, and stay there, the trying times should be
over. This morning, however, the SPMs are down 7 points on the China tariff news, the leaked Facebook memo, President
Trump’s harangues at Amazon, and the U.S.’s potential exit from NAFTA. Tesla’s recall is also a negative.

Chart 1

Source: Bespoke Investment Group
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Chart 2

Source: Bespoke Investment Group

Chart 3

Source: Bespoke Investment Group
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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.
Links to third-party websites are being provided for information purposes only. Raymond James is not affiliated with and does not
endorse, authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the content
of any third-party website or the collection or use of information regarding any website’s users and/or members.
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.
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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.
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.
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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.

The performance data quoted, except YTD, is as of 12/31/2017, represents past performance, and does not guarantee future results. YTD performance is as
of 01/12/2018. Current performance may be lower or higher than the performance data quoted. Performance data current to the most recent month end
can be obtained by calling 1-800-248-8863. The investment return and principal value of an investment will fluctuate so that investor's shares, when
redeemed, may be worth more or less than their original cost.
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