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Following a higher open by the DJIA during which the “senior indices” intraday high exceeded Wednesday’s intraday high, the DJIA 
proceeded to fall like a stone. In turn, the DJIA’s intraday low was beneath Wednesday’s intraday low.  At the final bell, the DJIA lost 
almost 31 points.  What I have effectively described is known as a negative “outside reversal day.”  The S&P 500’s tape action 
yesterday was slightly more negative as closed beneath Wednesday’s intraday low.  The NASDAQ didn’t record such a pattern, 
closing down 13 points.  On the NYSE, volume expanded to 1.17 billion shares.  There were 164 net advancing issues, a good reading.  
New 52-week lows (18) expanded, and this figure should be watched closely going forward.     
 

Yesterday’s tape action essentially locks in short-term selling pressure (resistance) for a number of stock market indices, as defined 
by the late June high (6/21/10) and the intraday highs from Tuesday (7/27/10) and yesterday (7/29/10).  Here are those short-term 
resistance levels: DJIA = 10585-10594, New York Composite (NYA) = 7081-7092, S&P 600 Small Cap Index (SML) = 360-361,  
S&P 400 Midcap Index (MID) = 783-785.  Here are additional resistance levels: S&P 500 = 1116-1121 and 1131, NASDAQ = 2308  
and 2341      
 

I have been hoping for a near-term pause and/or pullback since Tuesday and then expecting a short-term pullback since Wednesday.  
I continue to expect further short-term downside probing.  It’s going to take a good move above the resistance levels highlighted 
above in order to extend the “July rally.”  However, I also want to mention again: “When coupled with a plan to manage risk (identify 
stop-loss levels ahead of time), good quality pullbacks are for buying.”  
 

 
          Chart courtesy of Thomson Reuters 

Positive (actively managed accounts only): Terremark Worldwide (TMRK/$8.70/Strong Buy; High Risk) – please use a move below 
$7.55 or beneath $7.39 as a stop-loss point.  Additionally, please be apprised that their EPS report is due next week.  Consistent with 
this, some type of hedging technique coupled with the purchase of this stock seems to be a prudent tactic, in my opinion.   
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Ratings and Definitions 
Raymond James & Associates (U.S.) definitions   
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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 
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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 Latin American 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. 
 

Raymond James European Equities rating definitions  

Strong Buy (1)  Absolute return expected to be at least 10% over the next 12 months and perceived best performer in the sector universe. 
Buy (2)  Absolute return expected to be at least 10% over the next 12 months. 
Fair Value (3)  Stock currently trades around its fair price and should perform in the range of -10% to +10% over the next 12 months. 
Sell (4)  Expected absolute drop in the share price of more than 10% in next 12 months. 
 

Rating Distributions 

Out of approximately 805 rated stocks in the Raymond James coverage universe, 56% have Strong Buy or Outperform ratings (Buy), 38% are 
rated Market Perform (Hold) and 6% are rated Underperform (Sell).  Within those rating categories, 21% of the Strong Buy- or Outperform 
(Buy) rated companies either currently are or have been Raymond James Investment Banking clients within the past three years; 13% of the 
Market Perform (Hold) rated companies are or have been clients and 15% of the Underperform (Sell) rated companies are or have been 
clients. 

 

Suitability Categories (SR) 

For stocks rated by Raymond James & Associates only, the following Suitability Categories provide an assessment of potential risk factors for 
investors.  Suitability ratings are not assigned to stocks rated Underperform (Sell).  Projected 12-month price targets are assigned only to 
stocks rated Strong Buy or Outperform. 

Total Return (TR)  Lower risk equities possessing dividend yields above that of the S&P 500 and greater stability of principal. 

Growth (G)  Low to average risk equities with sound financials, more consistent earnings growth, possibly a small dividend, and the potential 
for long-term price appreciation. 

Aggressive Growth (AG) Medium or higher risk equities of companies in fast growing and competitive industries, with less predictable earnings 
and acceptable, but possibly more leveraged balance sheets. 

High Risk (HR)  Companies with less predictable earnings (or losses), rapidly changing market dynamics, financial and competitive issues, 
higher price volatility (beta), and risk of principal. 

Venture Risk (VR)  Companies with a short or unprofitable operating history, limited or less predictable revenues, very high risk associated 
with success, and a substantial risk 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. 

 

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability 
categories, is available at rjcapitalmarkets.com/SearchForDisclosures_main.asp. 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, 6th 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. 

http://www.rjcapitalmarkets.com/SearchForDisclosures_main.asp
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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 carefully before investing.  The 
prospectus contains this and other information about mutual funds.  The prospectus is available from your financial advisor and should 
be read carefully before investing. 
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