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Investment Strategy

"Be Conservative Not Conventional"

“Here’s the paradox: the odds are overwhelming | will end up richer by aiming for a good return rather than a
brilliant return — and sleep better en route. Folks who seek a killing usually get killed. Gunslingers get shot, and
often in the foot, with their own guns. While there is always some guy around on a red-hot streak, his main
function is to tempt the rest of us into becoming fools and paupers. A return of 15% to 20% annually is a lot
more than most folks realize, or need. If a 30-year old with $10,000 in an IRA gets 15% annually, he’ll be a
millionaire before normal retirement. That’s the power of compound interest. If that same 30-year old were to
sock away another $2,000 per year at 15%, he would end up as a 65-year old $3 million fat cat. At 20%, it’s an
incredible $13 million. That’s a lot, but it’s not too much to ask. The two most definitive studies ever on long-
term returns, the Ibbotson/Sinquefield and Fisher/Lorie studies, both point to average annual returns for stocks
of 9% plus per year going back to the mid-1920s. So 15% to 20% per year is really 66% to 100% better than the
market as a whole. That’s tough but doable. Consistency is the key. It is close to impossible to get a good, long-
term, rate of return if you suffer serious negative numbers en route. It’s the math. A single year that is down
30% means you have to get 30% per year positive returns for the next four years to get back on track for a 15%
annual average. Or, if you score 20% annually for four years, and then suffer a 30% decline, your five-year
average return is only 7%.”

... Ken Fisher, Forbes, 1989

| was reminded of Ken Fisher’s cogent comments from his 1989 Forbes article as | perused Berkshire Hathaway’s annual
shareholders’ letter over the weekend. The “memory jog” came while examining Berkshire’s stock market performance. Sure
enough, since 1965 the S&P 500’s compounded annual gain (including dividends) was ~9.3% for a compounded return of 5,430%.
Over that same timeframe Berkshire’s annual compounded return was 20.3%, or 434,057%. Consistency was the key to Berkshire’s
outperformance for over those 44 years the S&P 500 suffered 11 down years, six of which were double-digit declines. Berkshire,
however, had only two negative years, neither of which were double-digits. Such risk-adjusted investing has always characterized
Warren Buffet, for he maintains it isn’t his best ideas that gave him his tremendous track record. It was having a smaller number of
bad ideas that resulted in a permanent loss of capital. “We haven’t taken two steps forward and one step back. We've taken two
steps forward and a fraction of a step back. Avoiding the catastrophes is really important.”

As usual, Warren Buffet peppers this year’s letter with witticisms that offer useful gleanings to investors. We particularly liked the
section titled “What We Don’t Do.” The first bullet point reads:

“Charlie and | avoid businesses whose futures we can’t evaluate, no matter how exciting their products may be.
In the past, it required no brilliance for people to foresee the fabulous growth that awaited such industries as
autos (in 1910), aircraft (in 1930) and television sets (in 1950). But the future then also included competitive
dynamics that would decimate almost all of the companies entering those industries. Even the survivors tended
to come away bleeding.”

We revisit Warren Buffet, and Ken Fisher’s, comments this morning because we think 2010 is a transitional year where being
“conservative not conventional” is the preferred investment strategy. Accordingly, we like high quality “growth” over “value” and
are avoiding companies with highly leveraged balance sheets. We are also looking for companies whose earnings forecasts are
being revised upwards, as well as companies with dividend yields. We prefer large capitalization stocks because the drag on relative
performance from narrowing credit spreads is waning. Moreover, the current economic, and credit, environments are worse for
small/mid-caps; and, large caps tend to outperform when the economic momentum peaks like it appears to be doing. Further, large
capitalization companies’ P/E multiples are 20% below those of the small/mid-cap complexes. That said, we are always interested in
special situations, no matter what their capitalization flavor.

If indeed this turns out to be a transitional year, we think investors should employ a more dynamic strategy in part of their
portfolios. This does not mean we favor the “rapid fire” strategy of trying to day-trade, or even trade on a week-to-week basis.
Rather, we favor waiting until the risk/reward ratio is tipped so far in our favor that if we are wrong, we will be wrong quickly with a
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de minimis loss of capital. For example, we entered 2010 in a pretty cautious mode, worried that the first few weeks of the new
year have historically been tricky. Subsequently, we determined the equity markets had fallen into a “selling stampede.” Knowing
that such stampedes tend to last 17 to 25 sessions we remained cautious, but continue to add stocks to our “watch list.” Following
the climatic downside deluge of February 4th and 5th, we opined the stampede was abating and recommended tranching into (read:
buying partial positions) some of the stocks on our various lists. We still feel that way.

That positive view was reinforced last week when the 10-day exponential moving average (EMA) crossed above the 30-day EMA.
Additionally, the 50-DMA is turning up and on February 5th the number of S&P 500 stocks above their respective 50-DMAs had
shrunk from 92% to ~19%. While that oversold reading has been somewhat corrected by the ensuing rally, roughly 50% of the S&P
500 stocks still remain below their 50-DMAs. Then there was this insight from Minyanville professor Tony Dwyer:

“One indicator that has proven to be an excellent short and intermediate-term buy signal for the S&P 500 is
when the percentage of NYSE issues trading above their 10-DMA drops below 10%. The most recent signal was
(on) 2/18/10, which represents only the 8th unigue instance (rapid multiple signals following the first signal
were ignored) in the past 30 years. The average one month gain following the first signal was 5.4%, with a
maximum gain of 11.2% and the worst case (and only) loss of 1.31% in 1991.”

Hence, we continue to believe the “selling stampede” is over. To us the question then becomes, will we extend the current rally off
February’s “hammer lows,” or will the pattern resemble that of the 1978 and 1979 “October Ouches” whereby the DIJIA lost
between 10 — 12% in a few short weeks and then based for a month, or two, before giving investors a decent rally. Worth noting is
that the DJIA never went decidedly below those “hammer lows,” as can be seen in the attendant chart.

In past missives we have suggested many names for your consideration like CVS (CVS), Cenovus Energy (CVE), Home Depot (HD),
Alpha Natural Resources (ANR), and numerous others that can be retrieved from previous reports. And as an aside, China reported
last week that it has spent record sums on the importation of coal and liquefied natural gas, which is clearly positive for coal names
like Walters Energy (WLT). This morning we give you yet another special situation, namely Goodrich Petroleum (GDP) using its 7.5%-
yielding convertible preferred (GDPAN/$35.60). As always, terms and details should be vetted before purchase.

The call for this week: Recently, various economic reports have softened. Why this should come as a surprise is a mystery to us
given the stock market’s decline, the employment situation, a political environment that is disgusting on both sides, and a winter
that is now legend. However, “Life isn’t about waiting for the storms to pass. It's about learning to dance in the rain!” Clearly, we
are currently “dancing,” thinking the “selling stampede” is over with the only question being, “do we extend the rally off of the
February 4th and 5th ‘hammer lows,” or do we base for awhile as in the aforementioned 1978/1979 examples?” What does concern
us was best written by East Shore Partner’s creditable Joan McCullough. To wit:

“George Will said it best when he talked about the equality of opportunity vs. the equality of outcomes. Where
the former requires self-determination, the latter requires dependence on the government. Make no mistake
about it, we are now all about the ‘equality of outcomes,” where it only matters, for example, that all adults by
age 21, will have 4-year college degrees regardless of ability to write a coherent sentence or multiply 3 x 2.”
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Source: Thomson Reuters.

Public companies mentioned in this document.

Recent RJ Rating RJ Rating
Company Name Ticker Exchange Closing Price  (if Applicable) Organization
Alpha Natural Resources ANR NYSE 46.01 1 RJ & Associates
Berkshire Hathaway Inc. BRK.A NYSE 119800.00
Cenovus Energy Inc. CVE NYSE 24.50 1 RJ Limited
CVS Caremark Corporation CVS NYSE 33.75 1 RJ & Associates
Goodrich Petroleum Corp. GDP NYSE 19.27 2 RJ & Associates
The Home Depot Inc. HD NYSE 31.20 1 RJ & Associates
Walter Energy Inc. WLT NYSE 78.57 2 RJ & Associates

Notes: Prices are as of the most recent close on the indicated exchange and may not be in US$. See Disclosure section for rating
definitions. Stocks that do not trade on a U.S. national exchange may not be approved for sale in all U.S. states.
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Important Investor Disclosures

Raymond James is the global brand name for Raymond James & Associates (RJA) and its non-US affiliates worldwide. Raymond James &
Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL 33716, (727) 567-1000. Affiliates include
the following entities, which are responsible for the distribution of research in their respective areas. In Canada, Raymond James Ltd., Suite
2200, 925 West Georgia Street, Vancouver, BC V6C 3L2, (604) 659-8200. In Latin America, Raymond James Latin America, Ruta 8, km 17,500,
91600 Montevideo, Uruguay, 00598 2 518 2033. In Europe, Raymond James European Equities, 40 rue La Boetie, 75008, Paris, France, +33 1
4561 64 90.

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.

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.

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 covering analyst and/or research associate owns shares of the common
stock of The Home Depot Inc.

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 and produce a total return of at least 15% and outperform the S&P 500 over the next six 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 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 months.

Market Perform (MP3) Expected to perform generally in line with the S&P 500 over the next 12 months and is potentially a source of funds for
more highly rated securities.

Underperform (MU4) Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold.
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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 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 793 rated stocks in the Raymond James coverage universe, 52% have Strong Buy or Outperform ratings (Buy), 42% are
rated Market Perform (Hold) and 7% are rated Underperform (Sell). Within those rating categories, 23% 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 12% 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.
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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.

Company Name Disclosure

CVS Caremark Raymond James & Associates received non-investment banking securities-related
Corporation compensation from CVS within the past 12 months.

Goodrich Petroleum Raymond James & Associates co-managed follow-on offerings of GDP shares in December
Corp. 2007 and July 2008, and managed a block trade of GDP shares in June 2008.

Raymond James & Associates co-managed an offering of convertible debt for Goodrich
Petroleum Corp. in September 2009.

Walter Energy Inc. Raymond James & Associates received non-investment banking securities-related
compensation from WLT within the past 12 months.

Raymond James & Associates co-managed a follow-on offering of WLT shares in June 2008.

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, 6" 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 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.

For clients in the United Kingdom:

For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. (RJFI): This report is for distribution
only to persons who fall within Articles 19 or Article 49(2) of the Financial Services and Markets Act (Financial Promotion) Order 2000 as
investment professionals and may not be distributed to, or relied upon, by any other person.

For clients of Raymond James Investment Services, Ltd.: This report is intended only for clients in receipt of Raymond James Investment
Services, Ltd.’s Terms of Business or others to whom it may be lawfully submitted.

For purposes of the Financial Services Authority requirements, this research report is classified as objective with respect to conflict of
interest management. RJA, Raymond James Financial International, Ltd., and Raymond James Investment Services, Ltd. are authorized
and regulated in the U.K. by the Financial Services Authority.

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:
Review of Material Operations: The Analyst and/or Associate is required to conduct due diligence on, and where deemed appropriate

visit, the material operations of a subject company before initiating research coverage. The scope of the review may vary depending on
the complexity of the subject company’s business operations.

This report is not prepared subject to Canadian 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.
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