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“Serenity Now?”

One of the funnier shows in the Seinfeld comedy series was “Serenity Now.” The show centered on that phrase (serenity
now) as George’s father, Frank Costanza, repeats the phase numerous times every time he gets upset (see it here: serenity).
This morning, however, we are using the phrase in reference to Leon Tuey, who states in a recent Edmonton Journal article
(link) when referring to his “winter getaway” in Rancho Mirage: “I do absolutely nothing here. | watch the stock market all
day long, just as | do at home in Vancouver.” “I get absolute peace and quiet here. A lot of people say, ‘Aren’t you lonely?’
And | say this is exactly what | seek: solitude, so | can think better.” Indeed, “serenity now.”

In said article, Tuey, a former guru at Canadian-based BMO Nesbitt Burns, said he believes this secular bull market has years
left to run. While other pundits garner more headlines, Tuey has a habit of being right much more often than he is wrong.
Now in his 80s, he is more content with making money for his clients than grabbing headlines. Extremely interesting to
Andrew and | were his comments about this secular bull market. To wit: “As Tuey sees it, the first leg of the bull market
began in October 2008 and ended in May of 2015, when stocks hit what were then new highs. The second leg began in
February of this year, and he expects it to be the longest and strongest leg of all.”

Coincidentally, it was on October 10, 2008 we noted that 92.6% of all stock traded on the New York Stock Exchange made
new annual lows. In our notes dating back into the 1960s that has never happened. It’s like an eight standard deviation
event; it is not supposed to happen in your lifetime. At the time, we also stated the bottoming process had begun. It was in
October 2008 the vast majority of stock bottomed. However, the financial stocks kept going down into March 2009, which is
what carried the S&P 500 lower into its intraday low of ~666 on March 6, but we digress.

Students of stock market history will recall secular bull markets tend to have three legs. If Mr. Tuey is correct, we are barely
into the second leg of this bull market, which as previously stated, he thinks is going to be, “The longest and strongest leg of
all.” Of course that “foots” with our thinking that there is at least another seven to eight years left in this secular bull market.
In fact, Tom Lee, sagacious captain of FundStrat, recently published a chart showing the potential for this “bull” to extend into
the 2029-2034 timeframe. That seems a touch long to us, but heck, if that’s what the markets give us, we will certainly take
it! 1did find Tuey’s closing comments, in Gary Lampbhier’s article, intriguing: “The second key point is that for the past 100
years or more, the more severe the economic downturn, the more powerful and enduring is the subsequent bull market.
When you’re faced with financial Armageddon as the U.S. was back in 2008, the Fed eases much more aggressively than ever
before, and they stay accommodative for much longer than normal.”

To be sure, all of this fits with our thesis the equity markets are transitioning from an interest rate-driven to an earnings-
driven secular bull market. To that point, many of y’all know we are on an email “string” with folks like Arthur Cashin, David
Kotok, Dennis Gartman, Bob Pisani, etc. It is a freewheeling exchange of thoughts that provides very interesting insights. Last
Thursday, the savvy Bob Pisani wrote this:

President-elect Trump's proposed nominee for U.S. Treasury Secretary, Steven Mnuchin, said on our air yesterday
that the administration was still targeting a reduction in the corporate tax rate from 35% to 15%. The current 2017
estimate for the entire S&P 500 is roughly $131 per share. Thompson estimates that every 1 percentage point
reduction in the corporate tax rate could "hypothetically" add $1.31 to 2017 earnings. So do the math: if there is a
full 20 percentage point reduction in the tax rate (from 35% to 15%), that's $1.31 x 20 = $26.20. That implies an
increase in earnings of close to 20%, or $157. What does that mean for stock prices? The S&P is currently trading at
a multiple (PE ratio) of 17, high by historical standards. Applying that 17 multiple to earnings of $157, we get a price
on the S&P 500 of roughly 2,669 for 2017. That is 469 points or roughly 20% above where it is today.

Our sense is the new administration will not be able to get the corporate tax rate down to 15%, but even at a 25% rate, it
implies an additional $13.10 to the S&P 500’s bottom up operating earnings number ($1.31 x 10 = $13.10). Using Bob’s same
math produces an earnings estimate of $144.10, and at 17 times earnings, it renders a price objective of roughly 2450 for the
S&P 500.
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The equity markets have rallied hard on the belief in a pro-growth administration, reduced regulation, lower taxes, increased
infrastructure spending, a reset on trade toward the benefit of American companies, and the reflation trade. If this optimistic
scenario comes to fruition, the Penn-Wharton Budget Model targets between a 1.1% and 1.7% increase in GDP growth
beginning in 2018. If true, GDP growth could ramp to ~3%+, suggesting stocks are not all that expensive. Verily, we have
never wavered on the belief that we remain in a secular bull market. Such bull markets typically last for 14-15 years and tend
to compound at around 16% per year. If past is prelude, we should have another seven-plus years in this “bull run.” Will
there be pullbacks? Of course there will be, but pullbacks should be viewed within the construct of a secular bull market.

The call for this week: Recently, the S&P 500 experienced a “buying climax.” A “buying climax” is the near-term exhaustion of
demand for stocks. The final surge of a “buying climax” tends to lead to an upward price spike followed by waning demand
allowing prices to pause and/or pullback. We think that is precisely what happened last week. The pause has permitted the
stock market’s internal energy to rebuild, suggesting the S&P 500 (SPX/2191.95) is getting close to grinding higher into our
envisioned February short-term “timing point.” Indeed, the picture is clearly bullish when you look at chart patterns of the
various indices. The SPX has broken out to the upside after a nearly two-year consolidation (Chart 1). Ditto on the D-J
Industrials (Chart 2), and the Russell 2000 has been on a tear (Chart 3). Even the NASDAQ has broken out and, given its recent
softness, has merely pulled back to its breakout point (Chart 4). And don’t look now, but the energy sector has broken out to
the upside (Chart 5). Meanwhile, the economic news is getting better, and it’s not just here (link; auto-playing video). That
makes S&P’s earnings estimate for 2017 of ~$131 doable; and if Bob Pisani’s comments are anywhere near the mark, stocks
are not all that expensive. Manifestly, following the “profits trough” in 2Q16, earnings rebounded in 3Q16, a trend we expect
to continue for the foreseeable future. Obviously, international investors, as well as U.S. investors, are beginning to sense this
too. A little over a month ago, we wrote about the recommendation in a government-commissioned report for Norway’s
Global Government Pension Fund (~$880 billion) to increase its exposure to equities from 60% to 70%. While they have not
done that yet, it is a view many endowment and pension funds are slowly embracing. Quite frankly, it is the only way they
can achieve their targeted returns. Over the weekend, another such gleaning occurred when the Finnish Pension Fund (~$38
billion) made the decision to no longer underweight U.S. equities. As for Italy’s “no” vote, as we told accounts in NYC last

week, it is hard to believe it is not already “baked” into the various markets. That seems to be the case this morning with the
S&P futures up some nine points.
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Chart 2

Dow Jones Industrial Average: Mid-2013-Present
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Chart 4

Nasdaq Composite: Mid-2013-Present
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S&P 500 Energy Sector: Mid-2013-Present
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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, CLO004AAH, 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.

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.

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 Reglement
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 Controle
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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