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Gleanings  
 

“Weight of the Evidence” 
 

I really thought the December 11, 2015 intraday low was it on the downside. The D-J industrials were down 309 points that Friday, producing a 90% Downside Day; meaning 90% 
of the total upside to downside volume came in on the downside. That’s the way many stock market bottoms are formed.  Moreover, my proprietary model’s measuring of the 
stock market’s internal energy showed the biggest build-up I have ever seen. Unfortunately, that model does not tell you whether said energy will be released on the upside or 
the downside, just that there is a big move getting ready to happen. I thought the energy would be released on the upside for often-stated reasons; and the following Monday 
that looked to be the correct “call” with the Dow dancing 103 points higher. Tuesday was much of the same (+156), as was Wednesday (+224). But then it happened, the $1.2 
trillion option/futures expiration destroyed the rhythm of the envisioned Santa rally, lopping some 620 points on Thursday/Friday. Undeterred, the first three sessions of the 
next week saw the Dow add some 473 points, but alas the “rip your face off” rally “call” was wrong and we admitted it.  In this business if you take a stand, and make a “call,” 
you are going to be wrong some of the time.  When you are wrong, you own up to it and move on. 
 

Comes 2016 and the New Year’s “fireworks” really start with the Dow losing about 700 points in the first four trading sessions of the year. It was in that Dow Dive that the senior 
index broke below its December low, registering a “watch out” signal from the December Low Indicator (more on that to come). It was on that break of the December low 
(January 6) that Andrew and I started suggesting we could be in a “selling stampede.”  Such stampedes typically last 17 – 25 sessions, with only 1.5- to three-session pauses/rally 
attempts, before resuming the downside skein.  While it’s true there have been a few stampedes that have extended for 25 to 30 sessions, it is RARE to have one last for more 
than 30 sessions.  January 21st was session 15 in the skein.  So let’s examine the “weight of the evidence.” 
 

First, the old stock market “saw” goes, “If Santa fails to call, the bears will come to Broad and Wall.”  While cute, it does not have a 
particularly good track record.  Since 1900 there have been 35 bear markets (a decline of 20% or more).  Only 12 of them have 
been preceded by no “Santa rally” for a 34% accuracy rate.  Second, another stock market meme states, “So goes the first week of 
the year, so goes the month, and so goes the year.”  Hereto, while cute it is not actually what Yale Hirsch proffered in 1972 in the 
Stock Traders’ Almanac, now termed the “January Barometer.”  To be exact, the actual “January Barometer” reads, “So goes 
January, so goes the year.”  According to Jeffrey Hirsch, the “January Barometer” has been accurate 75% of the time since 1950.  
So there is no signal yet from this indicator and we must wait until the end of the month for its guidance. Third, while not an 
axiom, the “December Low Indicator” was first explained to me in the early-1970s by Wall Street icon Lucien Hooper.  It was over 
lunch at Harry’s (at the Amex) Bar & Grill Lucien explained it by saying, "Forget all the noise you hear about the January 
Barometer; pay much more attention to the December low.  That would be the lowest closing price for the (continued on page 3)     
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Jeffrey Saut 

“Weight of the Evidence” 
(continued from page 1) Dow Jones Industrial Average during the month of December.  If that low is violated during the first quarter of the New Year, 
watch out!"  To be sure, the December Low Indicator has registered a “watch out” signal as the D-J Industrial Average traveled below its December 
18th closing low of 17128.55 on January 6th of this year.  The S&P 500 has done the same given its December closing low of 2005.55. 
 

While such a negative line-up counsels for some caution, as of this writing the D-J Industrial Average (INDU/15882.68) has not closed below its August 
25, 2015 closing low.  The D-J Transportation, however, has, thus rendering a Dow Theory downside non-confirmation.  If the INDU does subsequently 
close below its August 25, 2015 closing low of 15666.44 we will be force to honor the Dow Theory “sell signal” that occurred with those August lows 
that so far we have chosen to ignore for previously stated reasons. 
 

There have been many reasons offered for the first of the year “fade,” ranging from the Chinese economy, North Korea’s H-bomb, the Saudi 
Arabia/Iran tensions, crude’s crash, etc., but last week it was the U.S. economy.  While I remain more concerned about the Saudi/Iran tensions, 
especially after last week’s Zawahiri jihadist audio recordings and written statement for Saudi citizens to revolt, last week’s wilt was attributed to the 
U.S. economy.  Of the 19 economic reports issued, four came in better than expected, three met estimates, but a large 12 were worse than 
expectations.  Indeed, it was a mostly negative week for U.S. economic data, bringing on cries of recession.  At this point, we do not see a recession on 
the horizon.  As our Chief Economist, Dr. Scott Brown writes, “The bottom line is that worries about China are not going to go away.  The question is, 
what does it mean here?  The U.S. economy is still largely self-contained.  China, our third largest trading partner, accounted for 8% of U.S. exports in 
2014 (that’s less than 1% of U.S. GDP).  China has been a major importer of raw materials, so commodity exporters (Australian, Canada, and Latin 
America) are going to suffer.  So, we’re talking about a broad global economic slowdown (that’s slower global growth, 3% or a bit less – not a 
contraction).” 
  

Speaking to a recession in China, last week Chinese trade data soared, credit stats showed an uptick in lending, and China’s crude oil demand surged 
to all-time highs while growth tracts  China’s 10-year average.  And in this country, don’t look now, but the NIFB continues to predict higher wages.  So 
I will say it again, at this point we do not see a Chinese economic collapse, or a U.S. recession.  That does not mean, however, the “selling stampede” is 
over. 
 

Consistent with our belief that we have not entered a “bear market,” despite the many “cat calls” that is the case, we discuss the article “Being Wrong 
and Still Making Money.”  So we will leave you with this quote from legendary investor Peter Bernstein: 
 

After 28 years at this post and 22 years before this in money management, I can sum up whatever wisdom I have accumulated this way: 
The trick is not to be the hottest stock-picker, the winning forecaster, or the developer of the neatest model; such victories are 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 inevitable and 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 clients of that inexorable truth).  Look around at the 
long-term survivors at this business and think of the much larger number of colorful characters who were once in the headlines, but who 
have since disappeared from the scene. 

It is with these thoughts we give this month’s edition of Gleanings . . .  
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Jeffrey Saut 

This is the Time Line for the Failed Santa Rally 

 
Source: YCharts, Raymond James research. 
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Jeffrey Saut 

The New Year’s Fireworks Have Produced a Number of Cautionary Signals 

 
First, the old stock market “saw” goes, “If Santa fails to call the bears will come to Broad and Wall.”  While cute, it 
does not have a particularly good track record.  Since 1900, there have been 35 bear markets (a decline of 20% or 
more).  Only 12 of them have been preceded by no “Santa rally,” for a 34% accuracy rate.  Second, another stock 
market meme states, “So goes the first week of the year, so goes the month and so goes the year.”  Hereto, while 
cute it is not actually what Yale Hirsch proffered in 1972 in the Stock Traders’ Almanac, now termed the “January 
Barometer.”  To be exact, the actual “January Barometer” reads, “So goes January, so goes the year.”  According to 
Jeffrey Hirsch the “January Barometer” has been accurate 75% of the time since 1950.  So there is no signal yet from 
this indicator and we must wait until the end of the month for its guidance.  Third, while not an axiom, the “December 
Low Indicator” has given a “watch out” signal. 
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Jeffrey Saut 

Worst New Year Start in History 

After the first 10 trading sessions of the year, the S&P 500 was off to its worst start in the history of the index.  There 
have been five other instances since 1928 where the S&P has declined by 5% or more and here is the subsequent 
performance. 
 

 
Source: Bespoke Investment Group. 
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Jeffrey Saut 

Selling Stampede 

With the break below the December low by both the D-J Industrials and the S&P 500, we suggested the equity 
markets might be in a “selling stampede.”  Selling stampedes tend to last 17 – 25 sessions, with only 1.5- – three-
session pauses/rally attempts, before resuming the downside skein.  While it’s true there have been a few stampedes 
that have extended for 25 to 30 sessions, it is rare to have one last for more than 30 sessions.  The idealized pattern 
can be seen in the September through October “selling stampede” of 2014. 
 

 
Source: YCharts. 
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Jeffrey Saut 

This Has Left the S&P 500 Just About as Oversold as It Was At Last August’s Lows 

The percentage of NYSE stocks above their respective 50-day moving average is approaching levels last seen around 
the August lows. 
 

 
Source: IndexIndicators.com. 
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Jeffrey Saut 

Many Reasons Have Been Given for the Recent Stock Slide 

 
There have been many reasons offered for the first of the year “fade,” ranging from the Chinese economy, North 
Korea’s H-bomb, the Saudi Arabia/Iran tensions, crude’s crash, etc., but last week it was the U.S. economy.  While I 
remain more concerned about the Saudi/Iran tensions, especially after last week’s Zawahiri jihadist audio recordings 
and written statement for Saudi citizens to revolt, the week’s wilt was attributed to the U.S. economy.  Of the 19 
economic reports issued, four came in better than expected, three met estimates, but a large 12 were worse than 
expectations.  Indeed, it was a mostly negative week for U.S. economic data, bringing on cries of recession.  At this 
point we do not see a recession on the horizon.   
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Jeffrey Saut 

The Jury is Still Out on the Bottom 

 
While we are hopeful the equity markets are trying to bottom, the jury is still out.  Therefore, if we are going to err, 
we are going to err on the side of caution consistent with the prime tenet of investing, “Do no harm!”  Benjamin 
Graham once wrote, “The essence of portfolio management is the management of risks, not the management of 
returns.” 
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Jeffrey Saut 

On Being Wrong, Lee Freeman-Shor Wrote an Article Titled “Being Wrong and Still Making 
Money” 

 
The author begins by writing, “The investment ideas of the some of the greatest investors on the planet today are 
wrong most of the time, and yet they still make a lot of money.  How can this be?  How can the world’s best investors 
get it wrong and still make millions?”  The author continues by noting, “My findings suggest the odds are that an 
investor’s great idea will lose money.  As such, before you invest a cent into an investment idea, it is imperative to 
have a plan of action as to what you will do if you find yourself in a losing position.” 
 

And the Secret of “Being Wrong and Still Making Money” is This: 
 
“When losing, the successful investors I worked with planned to become either Assassins or Hunters.  Assassins sold 
losing investments that fell by a certain percentage or that declined by any amount and showed no signs of recovery 
after a certain period of time.  Hunters invested a lesser amount at the outset and with a plan of buying significantly 
more shares if the price fell.  Hunters were also unafraid to sell if it became clear that they had made a mistake.  The 
bad investors didn’t have a plan and consequently turned into Rabbits.  When losing money, Rabbits neither bought 
more shares nor sold their holdings.  Once forming an initial perception, Rabbits were achingly slow to change their 
opinion of a stock.  Which tribe will you become a member of?” 
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Andrew Adams 

Sea of Red 
 

While this chart may look like an amateur laser light show to some, it does give the more technically inclined an idea 
of the kind of resistance the S&P 500 is now facing if it does try to rally here. The red lines represent prior support 
areas that have fallen and could now act as probable resistance for any up-move, and, as you can see, there are quite 
a few levels that the market will have to battle to get back up to the all-time high. On the downside, the green lines 
represent probable support, which means the areas around 1800-1820 and 1740 will try to stanch any further 
bleeding.    

 

Source: Stockcharts.com 



Raymond James  Gleanings 

© 2016 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved.  

International Headquarters:  The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863 13 

Andrew Adams 

Why I’m Still Being Cautious 
 

–

-

 

 

Source: Stockcharts.com 
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Andrew Adams 

This Is a Big Deal 
 

-

 

 

Source: Stockcharts.com 
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Andrew Adams 

More For the “Glass Half-Full” Crowd 
 

 

 

Source: Stockcharts.com 
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Andrew Adams 

1998? 
 

-

-

 

 

Source: Stockcharts.com 
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Andrew Adams 

And Speaking of China… 
 

 

 

Source: Stockcharts.com 
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Andrew Adams 

I Yield, I Yield!!! 
 

-
-

 

 

Source: Stockcharts.com 
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Andrew Adams 

Oil Update 
 

-

-
-

 

 

Source: Stockcharts.com 
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Andrew Adams 

Dollar Trying to Rise 
 

 

 

Source: Stockcharts.com 
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Scott Brown 

Economic Outlook – Key Themes 
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Scott Brown 

The Yuan Has Not Weakened as Much as Other Currencies 

 



Raymond James  Gleanings 

© 2016 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved.  

International Headquarters:  The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863 23 

Scott Brown 

To Defend the Yuan, the PBOC Is Depleting Reserves 
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Scott Brown 

Oil and Gasoline Prices Are Falling 
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Scott Brown 

Long-Term Oil Price Outlook Also Falling 
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Scott Brown 

U.S. Exploration Down, but Extraction is Still Strong 

 



Raymond James  Gleanings 

© 2016 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved.  

International Headquarters:  The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863 27 

Scott Brown 

ISM Manufacturing Is Weak – the Non-Manufacturing Index Is Consistent with Moderate Growth 

 



Raymond James  Gleanings 

© 2016 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved.  

International Headquarters:  The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863 28 

Scott Brown 

Lower Gasoline Prices Are Helping to Support Spending,  
but Not As Much As They Have in the Past 
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Scott Brown 

Seasonal Adjustment Can Be Tricky in December 
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Scott Brown 

Federal Reserve Policy Outlook 
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Scott Brown 

In December, Most Federal Reserve Officials Anticipated There Would Be  
Two to Four Rate Hikes in 2016 
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Scott Brown 

The Market Expects the Fed to Be Much Less Aggressive 
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Scott Brown 

PCE Price Inflation Still Below Fed Target 

 



Raymond James  Gleanings 

© 2016 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. All rights reserved.  

International Headquarters:  The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863 34 

Scott Brown 

Nominal Wage Growth Picked Up a Bit in 2015, but Real Wage Growth Jumped 
(Thanks to Lower Gasoline Prices) 
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Scott Brown 

Job Growth Remained Strong (Helped by Mild December Weather) 
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Scott Brown 

Economic Indicators 
 

Economic 
Indicator 

Status Comments 

Growth  
GDP growth outlook has softened a bit, but remains moderate – reflecting a drag from net exports and slower 
inventory growth, with moderate strength in domestic demand. 

Employment  
Growth in nonfarm payrolls has remained strong, although December may have been aided by mild weather.  Job 
losses remain limited. 

Consumer 
Spending  

Strong job growth and low gasoline prices are supportive.  However, we need to see a further pickup in wage 
growth once energy prices stabilize (and start to increase). 

Business 
Investment  

A cautious attitude in the near term, reflecting worries about the rest of the world and possible slower growth in 
the U.S. 

Manufacturing  
Mixed across industries, but generally soft – reflecting softer global growth and a strong dollar.  Auto production 
has led, but has also likely peaked. 

Housing and 
Construction  

Supported by strong job growth.  Supply constraints should become less binding over time, but the pace of 
improvement is expected to be moderate. 

Inflation  
The PCE Price Index rose 0.2% over the 12 months ending in November (+1.3% ex-food & energy).  There is 
deflationary pressure in commodities, but rents are moving up.   Inflation expectations remain low. 

Monetary 
Policy  

The Fed had been set on gradual course to raise rates (25 basis points per quarter), but risks suggest that 
policymakers will be less aggressive.  Policy moves will be data dependent, with a focus on the job market and 
the inflation outlook (+financial stability). 

Long-Term 
Interest Rates  

Long-term interest rates should trend gradually higher as the economy improves, but a sharp rise is not likely (as 
inflation is expected to remain relatively low by historical standards).  Bond yields have fallen on the global flight 
to safety, but that may wear off as the year progresses. 

Fiscal Policy  
Federal fiscal policy is no longer a drag on GDP growth, but not a big plus either.   Lawmakers have avoided a 
government shutdown over the budget and dodged a default on government debt due to the debt ceiling. 

The Dollar  
The U.S. dollar is expected to be range-bound in the near term against the major currencies, but ought to rally 
further against many of the other currencies (especially China). 

Rest of the 
World  

Accommodative monetary policy and low oil prices should help the rest of the world to eventually recover, but 
there are significant downside risks in the near term.  Softer global growth is likely to put some downward 
pressure on U.S. corporate profits. 
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Scott Brown 

Key Calendar Dates 

 

 January 26 – Consumer Confidence (January) 

 January 27 – Fed Policy Decision (no press conference) 

 January 28 – Durable Goods Orders (December) 

 January 29 – Real GDP (4Q15, advance estimate) 

Employment Cost Index (4Q15) 

 February 1 – ISM Manufacturing Index (January) 

 February 3 – ADP Payroll Estimate (January) 

ISM Non-Manufacturing Index (January) 

 February 5 – Employment Report (January) 

 February 12 – Retail Sales (January) 

 February 15 – Presidents’ Birthday (markets closed) 

 March 16 – Fed Policy Decision, Yellen press conference 

 April 27 – Fed Policy Decision (no press conference) 

 June 15 – Fed Policy Decision, Yellen press conference 
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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.   

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. 
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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. 

 

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 is RJA client relea sable 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. No copyright claimed in incorporated U.S. government works. 

 

 


