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Investment Strategy: “Leonid Meteor Shower” 

 
The Leonid meteor shower hit its zenith over the weekend, and you didn’t even need a telescope to see it.  You did need a 
warm blanket, but all you had to do was lay down on your back to enjoy a great show.  A meteor is a space rock, or 
meteoroid, that enters the Earth’s atmosphere, and as it falls to Earth, the air resistance makes it extremely hot.  What we see 
is a “shooting star.”  When Earth encounters many meteoroids at once, we call it a meteor shower. 

Similarly, a “meteor shower” is getting ready to “hit” Washington D.C. as the Mueller investigation is nearing its conclusion.  
Washington Whispers have it that some meteoric “bomb shells” are going to be revealed.  What the impact will be on the 
equity markets is difficult to analyze, but in an attempt to do so, we reviewed our notes of 1972, 1973, and 1974.  President 
Nixon was reelected in November of 1972, and shortly thereafter, the Watergate scandal news surfaced.  In March-April of 
1973, the scandal heated-up as Magruder admits perjury with the D-J Industrials trading around 1000.  On April 17, 1973, 
Presidential News Secretary Ziegler declares all previous statements about Watergate are “inoperative”, leaving the 
Industrials at ~925.  From there, the senior index bobs and weaves until eventually bottoming at 851.90 in August 1973 and 
then rallying back to 987.06 in October.  On October 10, Vice President Agnew resigns, and on October 23, President Nixon 
announced he will release the Watergate tapes, and the Industrials began to slide.  The slide subsided in December 1973 
around 788 and stabilized there, followed by a throwback rally to 891 in March 1974 where a secondary stock slump began.  
That decline would see the Industrials fall to 577.60 on December 6, 1974 as the news backdrop read: more Watergate 
disclosers, President Nixon resigns, Franklin National Bank collapses in the biggest bank failure in U.S. history, the investing 
public pull in their horns as the economy sinks into the worst recession since the 1930s, new cars sales plunge 34%, housing 
starts are at an eight-year low, and Americans are allowed to legally buy gold. 

It was in December 1974 we penned our first strategy report, noting that stocks were trading below “known values” and 
should be accumulated.  For example, in 1974, there were stocks trading below cash per share.  Another “tell” was when we 
called on Laurence Alan “Larry” Tisch (Chairman of Lowe’s Corporation) and asked him why he was buying shares of Overseas 
Ship Group.  He responded, “Because I can buy the entire company out at its current market capitalization, melt down all the 
ships, and sell the scrap steel for three times what I am paying for the stock.”  It was also in December 1974 that the D-J 
Industrials were smashed to a 12-year low, but the D-J Transportation Average refused to confirm the downside (a Dow 
Theory downside non-confirmation), and subsequently, a Dow Theory “buy signal” was registered and the 1973 to 1974 bear 
market ended. 

So much for the history lesson.  We wish we could tell you what the Mueller “bomb shells” will be, but we just do not know 
what the “Careless Whispers” are (thank you George Michael: Careless Whispers).  We will posit it is doubtful President 
Trump will be impeached in a Nixon déjà vu, but the Trump organization could be in for a rough ride.  How does that impact 
our stock market “call?”  Well, quite frankly in the near term, it doesn’t.  The October 2, 2018 short-term “sell signal” from our 
proprietary model was negated at the October 29, 2018 stock market low that Andrew Adams identified.  We also called the 
subsequent throwback rally into the 2800-2820 zone, which we said would cap the rally followed by a secondary decline that 
should end above the “selling climax” low of October 29 (2603).  There is a good chance that secondary low was made on 
Thursday of last week with the intraday print low of 2670.75, thus closing both of the upside chart gaps made by the S&P 500 
(SPX/2736.27) in its dash from ~2603 to the trading top of ~2815.  As the astute Lowry’s Research Organization writes: 

Based on the forces of Supply and Demand, the market decline that followed the September 20th high has displayed 
few of the characteristics found in the early stage of a bear market, but has been consistent with a normal pause in 
an ongoing bull market.  Overall, the decline has lacked signs of either intense buying or selling with only one 90% 
Down Day (October 10th) and no 90% or consecutive 80% Up Days.  Nonetheless, there have been persistent signs of 
a positive trend in Demand. 

Over the past number of months, we have recommended the midstream Master Limited Partnerships (MLPs) for investment 
accounts using those MLPs with favorable ratings from our fundamental analysts.  Around the late-October lows, we featured 
buying the D-J Transports using the vehicle of your choice.  Before natural gas’s upside explosion, we featured it as a trading 
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opportunity along with Mexico, and, while Mexico has not done much, natural gas certainly has.  This morning, we are 
featuring the S&P Oil & Gas Exploration & Production SPDR (XOP/$34.75) on our sense the downside has been overdone in 
Rude Crude.  That feeling is reflected in the article titled “[The] Selloff in Energy ETFs May Have Gone Too Far” (Crude Sell 
Off).  Further, this headline hit the broad tape on Friday, “Saudis Want to Boost Oil Prices to ~$80/Bbl.”   

Also, along a more speculative line, this “trading long” could prove especially valid if these headlines from last Friday ring true: 

“Trump: China Sent List of Things Willing to do on Trade”; “Trump: China Would Like to Make a Deal”; “Trump: China List 
Pretty Complete, Four or Five Things Left Off”. 

Moreover, last week, U.S. Trade Representative Robert Lighthizer had said the next round of tariffs on Chinese imports has 
been put on hold. 

Yet, as one Wall Street wag notes: 

This year feels really volatile – [however], from peak to trough, the S&P 500 has traded in only a 13.6% range 
(February lows to September peak) - As of now, this is one of the smallest yearly ranges ever and is half the average 
year (since '50) average range of 27.0%.  Also, The S&P 500 has changed 1% (up or down) a total of 49 days so far this 
year.  It was only 8 last year - Since '50, the average per year is 50. 

This alleged volatility has left investors not just cautious, but scared to death, which is amazing with the D-J Industrials 
(INDU/25413.22) only down ~5.3% from the all-time high.  Speaking to the Industrials, and the plethora of questions we have 
received about Dow Theory, by the way we interpret Dow Theory, there has NOT been a Dow Theory “sell signal.”  To register 
such a signal would require a closing price by the Industrials below 23533.20 with a like close by the Transports below 
10136.61.  And, while the Trannies did indeed break below that level recently, it was totally unconfirmed by the Industrials, 
which is a downside non-confirmation (read: bullish).  We would also note that, while most of the indexes we monitor were 
down last week, the Transports actually gained 0.63%.  The real winner for the week, however, was natural gas, which was up 
15.03% (chart 1 below).  Meanwhile, the S&P 500 looks to be tracing out a reverse head-and-shoulders bullish chart pattern 
(chart 2, page 3).  And don’t look now, but the 50-day moving average has crossed below the 200-DMA in the Russell 2000 
chart.  As Lowry’s writes: 

All these signs of an improving trend in Demand over the past month are consistent with a market correction and 
unlike the rapid rise in Supply and decline in Demand that typically occurs during the start of a bear market. There 
are, however, ongoing signs this bull market is beginning to age, primarily through weakness among small cap stocks. 

As for the sectors, the only sectors that have not broken down in the charts are: Healthcare, Real Estate, and Utilities. 

The call for this week: Merry Thanksgiving! 

 

Chart 1 

 
Source: Finviz 
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Chart 2 

 
Source: Finviz 
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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.  

 

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. 

https://urldefense.proofpoint.com/v2/url?u=https-3A__investoraccess.rjf.com_&d=CwMFAg&c=Od00qP2XTg0tXf_H69-T2w&r=rNefLiWFkSilhqVDo70w43i53TsltTjCWk3T7beArK4&m=PC3IXwh9yes797fhP8lxVmKOzaJCoi7yXoDL8EwSFBo&s=y3WQdEai7OJL0j0ejHq1auUdg8kPQfDCBMkmD2HMOkE&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.rjcapitalmarkets.com_Logon_Index&d=CwMFAg&c=Od00qP2XTg0tXf_H69-T2w&r=rNefLiWFkSilhqVDo70w43i53TsltTjCWk3T7beArK4&m=PC3IXwh9yes797fhP8lxVmKOzaJCoi7yXoDL8EwSFBo&s=mLGRTdxZ5EwPQ9maeBsF0fvXad1Tt0SL_21LNPN2LVA&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__investoraccess.rjf.com_&d=CwMFAg&c=Od00qP2XTg0tXf_H69-T2w&r=rNefLiWFkSilhqVDo70w43i53TsltTjCWk3T7beArK4&m=PC3IXwh9yes797fhP8lxVmKOzaJCoi7yXoDL8EwSFBo&s=y3WQdEai7OJL0j0ejHq1auUdg8kPQfDCBMkmD2HMOkE&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.rjcapitalmarkets.com_Logon_Index&d=CwMFAg&c=Od00qP2XTg0tXf_H69-T2w&r=rNefLiWFkSilhqVDo70w43i53TsltTjCWk3T7beArK4&m=PC3IXwh9yes797fhP8lxVmKOzaJCoi7yXoDL8EwSFBo&s=mLGRTdxZ5EwPQ9maeBsF0fvXad1Tt0SL_21LNPN2LVA&e=
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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. 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. 

 

 


