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"Richard Russell" 

 
A couple of weeks ago I wrote a strategy report titled “Friends.”  In that report I scribed, “Regrettably, too many of my 
friends’, and stock market icons’, stories have been lost forever.  One of the best writers I ever knew on the Street of Dreams 
was my friend Barton Biggs (Morgan Stanley).  . . . Other deceased notables include: Alan “Ace” Greenberg (Bear Stearns), 
Henry Singleton (Teledyne), Muriel Siebert, Marty Zweig . . . well, you get the idea.”  Today, it is with great sadness that I 
report another icon passed away last week when Dow Theorist Richard Russell left us.  Richard began writing the Dow Theory 
Letter in 1958 and continuously wrote it until recently.  To my knowledge it was the longest running investment letter written 
by the same person on record.  Yet, the letter wasn’t just about investing, because Richard shared his life’s journey and 
personal experiences with subscribers.  There were always tidbits of psychology, emotional experiences, and thoughts 
imbedded in his manifestos.  Richard made you think!  I began reading him when I entered this business in 1971.  When I 
began writing strategy letters at EF Hutton in December 1974 (see attached on page 5) I wrote Richard and told him he was 
responsible for my prose. 

Richard recommended gold stocks in the 1960s before the great inflation surge, called the “top” of the post-WWII secular bull 
market in 1966, and announced the end of the 1973 – 1974 bear market in December of 1974.  In early 1975 he 
recommended “steel stocks,” noting that in every bull market the steel stocks have made massive gains and hereto he was 
right as the steel stock soared in 1975 – 1976.  The last time I personally saw him was at a cocktail party during my friend John 
Mauldin’s conference in La Jolla in 2009.  I was bullish and so was Richard, but I think we were the only ones at said 
conference that were bullish. 

In one of his final missives Richard wrote: 

A lot of lies can be told about a stock, but dividends don’t lie.  In order to increase dividends, a stock must create a 
history of producing cash.  Analysts can lie, earnings can lie, CEOs can lie, but dividends don’t lie.  A company must 
increase its actual earnings in order to raise dividends.  The only thing better than dividends is the float produced by an 
insurance company.  The float, plus compounding, made Buffett a wealthy man. 

Another mentor of mine (my father) agreed with Richard’s dividend advice, but added some other insights.  He told me that 
the first thing to read in an annual report is the auditor’s statement.  If it is a qualified statement, that’s a red flag.  The 
second thing to read is the “footnotes.”  Doing that kept me out of Enron because I could not understand all the transactions 
that were taking place between Enron’s various partnerships.  Third, look at “retained earnings”; if there is a continuous 
buildup of retained earnings it is a good thing.  Of course such a buildup implies dividend increases; and some of the best 
performing stocks over the last 50 years have been those companies that have increased the dividend by 10% per year 
forever. 

Speaking to the current stock market, and Dow Theory, Richard Russell agreed with Jack and Bart Schannep of 
TheDowTheory.com organization when they wrote: 

The requirements for a (re) buy have been met effective 10/9 for the Original Dow Theory…  You'll see the bounce was 
“from 3 weeks to as many months” and the pullback met the 3% threshold as outlined by Robert Rhea in his 1932 
classic book The Dow Theory.  Incidentally, the other prominent Dow Theorists (Dow Theory Letters - Russell, and Dow 
Theory Forecasts - Moroney) are in rare agreement on this signal.  Hope you will find this helpful. 

I responded to the Schanneps by writing: 

I have studied Robert Rhea and the Schanneps correctly highlight this subtle point from his seminal book The Dow 
Theory.  But as I recall, this point was not proffered by the creator of Dow Theory (Charles H. Dow 1851 – 1902) in his 
original Wall Street Journal editorials, or by Dow Theorists William Hamilton and George Schaefer.  Of course I could be 
wrong, but I do not have the time to go back and reread all of them.  All I can say is by my interpretation of Dow Theory 
the “sell signal” of August 25, 2015 has not been reversed, yet I really hope the Schanneps are correct because I 
continue to ignore that “sell signal” for often stated reasons. 
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So far the Schanneps have been right as the Dow has rallied from its August 25, 2015 closing low of 15666.44 to within ~3% of 
its all-time high.  The third quarter romp has gone a long way toward answering the question about “passive” versus “active” 
portfolio management.  Indeed, as reported by Russell Investment (not Richard Russell), “Active investment managers 
trounced the index in Q3 2015.  75% of large-cap managers beat the S&P/TSX Composite Index for the period.  All investment 
styles outperformed the index with dividend-focused managers at the top.”  There’s that “dividend” emphasis again. 

So tomorrow we enter the ebullient month of December, which The Stock Trader’s Almanac reveals is the strongest month of 
the year for stocks.  Consistent with that, the D-J Industrials (INDU/17798.49), the S&P 500 (SPX/2090.11), and the NASDAQ 
100 (NDX/4680.47) all reside above their respective 200-day moving averages (DMAs) of 17587.91, 2065.26, and 4449.64, 
respectively; and in the NDX’s case, its 50-DMA has bullishly crossed above its 200-DMA (The Golden Cross).  Despite this 
bullish confluence, many pundits remain negative, while others are trumpeting it is going to be a lousy Christmas selling 
season.  Tell that to the SPDR Consumer Discretionary ETF (XLY/81.47), which is trying to trade to new all-time highs (see 
chart 1 on page 3).  Hereto, the XLY is above its 200-DMA and the 50-DMA has crossed above the 200-DMA.  Asked about 
where consumers are going to shop, and how much money they are going to spend, Bespoke conducted a consumer survey 
showing that Amazon and Wal-Mart were by far the stores of choice (see chart 2).  Also of interest is that there has been 
renewed strength is the small-caps as investors anticipate the January Effect where small-caps tend to rally from their tax-loss 
selling lows.  We regard this as another positive sign. 

The call for this week: When Turkey shot down the Russian fighter I instantly thought of the movie “Blackhawk Down,” 
expecting the stock market to crater.  But after an initial 100+ point “morning melt” a funny thing happened, the Dow closed 
higher for the session.  That caused one Wall Street wag to exclaim, “When stocks don’t react to bad news that’s good news!”  
Yet for the week the action once again proved frustrating, very much like this entire year.  So I will leave you with another 
Richard Russell quip.  To wit: 

Nothing created by the mind of man has ever equaled the stock market in terms of its sheer ability to frustrate people.  
Why is this?  The answer is that the stock market frustrates because millions of traders and investors across the face of 
the U.S. and the world are trying to make money out of the market.  Now when millions of people are trying to make 
money out of the market, you know right off the bat that it can’t be done.  A majority of people are not fated to make 
money doing anything, much less beat the stock market.  ‘It’s not fair’ you complain, ‘why can’t all those nice, well-
meaning people make money with their trading and investing?’  There’s one simple fact that makes it difficult.  And 
that fact is that throughout history there have always been a small number of financial winners and an army of 
financial losers.  So when we state that the stock market is frustrating, we must qualify the statement by asking, 
‘frustrating for whom?’  And the answer again is that the stock market is frustrating to the great majority of participant-
losers but highly rewarding to the small minority of informed, hard-working, intelligent winners. 

To which I would add, this is why you need a good financial advisor!  Richard, you will be missed . . .  
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Chart 1 

 

Source: Ycharts 

 

Chart 2 

 

Source: Bespoke Investment Group 
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Chart 3 

 

Source: Bespoke Investment Group 
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Jeffrey’s First Missive 
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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 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. 

 

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, 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. 
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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 Argentina S.A. 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. 
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 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 RJL RJ Arg RJEE/RJFI RJA RJL RJ Arg RJEE/RJFI 

Strong Buy and Outperform (Buy) 57% 70% 57% 42% 21% 41% 0% 0% 

Market Perform (Hold) 38% 29% 43% 39% 7% 17% 0% 0% 

Underperform (Sell) 5% 1% 0% 19% 6% 50% 0% 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.  
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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. 

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 (MO2) 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 projected target prices 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, 6

th
 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.  

 

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. 

 

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 

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

releasable resear ch 

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. 

 

 


