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Monitoring rotations

Current Recommendations
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tive strength for Russell style boxes to “leading”, strong intermediate-term but Additionally, mid-cap and large-cap

2-week relative strength, using the Rus- weak short-term relative strength is Value indices have seen performance

sell 3000 as the benchmark. The largest “weakening”, weak short-and interme- improve, while large-cap Growth, the

circles on the chart are current readings, diate-term relative strength is “lagging”, previous leader, has begun to weaken.

and the smaller circles represent read- and weak intermediate-term but strong

ings from the prior three weeks. Showing short-term relative strength is catego- Sectors

the past data points allow for leadership rized as “improving”. At the sector level, Technology and

rotation trends to be more easily fol- Communication Services have weak-

lowed. The framework shows that of the nine ened versus the S&P 500. Near-term
style boxes, small-caps are now lead- strength has led to Health Care, Con-

The chart is broken up into four quad- ing, with small-cap Value showing the sumer Discretionary, Materials, Finan-

rants. Strong short- and intermediate- most strength. All three of the small-cap cials, Energy, and Real Estate moving

term relative strength is considered indices were lagging three weeks ago. into the improving quadrant. Utilities

Leading sectors have weakened while laggards have improved
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and Consumer Staples are the only sec-
tors currently in the lagging quadrant.

Mag 7

Much of the style and sector trends can
be attributed to the performances of the
tech mega-caps. The chart below shows
that Microsoft, Nvidia, Meta, and Apple
have underperformed the S&P 500 over

Alphabet have outperformed but have
lost momentum. The weakening has left
the window open for small-caps and
Value to gain the upper hand.

Market rotations can serve as resets for
the stock market. They prevent rallies

from becoming too top heavy and allow
different styles and sectors to step into
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tion has come amid the worst seasonal
stretch of the year for stocks. It appears
to be part of a healthy broadening that
could support the case for the bull
market to continue to run. However, we
will rely on our indicators and models to
help assess whether the rotation is likely
to have staying power and to provide
context for what it means for the bull

the last two weeks. Tesla, Amazon, and the leadership role. The current rota- market.
Several Mag 7 components are Iosmg momentum
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Disclaimer

The data and analysis contained herein are provided “as is” and without warranty of any kind, either expressed or
implied. Ned Davis Research, Inc. (NDR) any NDR affiliates or employees, or any third-party data provider, shall
not have any liability for any loss sustained by anyone who has relied on the information contained in any NDR
publication. NDR DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT

LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE.

NDR’s pastr dations and model results are not a guarantee of future results. This communication
reflects our analysts’ opinions as of the date of this communication and will not necessarily be updated
as views or information change. All opinions expressed herein are subject to change without notice. NDR
or its affiliated companies or their respective shareholders, directors, officers and/or employees, may have long or
short positions in the securities discussed herein and may purchase or sell such securities without notice.

NDR'’s reports are not intended to be the primary basis for investment decisions and are not designed to meet
the particular investment needs of any investor. The reports do not address the suitability of any particular
investment for any particular investor. The reports do not address the tax consequences of securities, investments,
or strategies, and investors should consult their tax advisors before making investment decisions. Investors should
seek professional advice before making investment decisions. The reports are not an offer or the solicitation of an
offer to buy or to sell a security.

Using any graph, chart, formula or other device to assist in deciding which securities to trade or when to trade them
presents many difficulties and their effectiveness has significant limitations, including that prior patterns may not
repeat themselves continuously or on any particular occasion. In addition, market participants using such devices
can impact the market in a way that changes the effectiveness of such device.

Further distribution prohibited without prior permission. Full terms of service, including copyrights, terms of use, and
disclaimers are available at https:/www.ndrcom/web/ndr/terms-of-service.
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Recommendations

NDR'’s sector team uses a quantitative sector model as the primary guide to deriving our recommendations. The
model is designed to identify sectors and industries with the strongest fundamental (macro, economic, valuation,
profitability) and technical price trends. Our team uses the model as the framework for our tactical shifts around
longer-term fundamental themes. As a discipline, our recommendations are put on a “short leash” if they rank
opposite the model’'s top and bottom quintiles, unless industry-specific influences can be shown to dominate.

Some sectors receive “over-" “market-" or “under-" weight recommendations, which means that the research firm
recommends that more, the same, or less of the sector should be held in your portfolio than is held in the market.

Definitions

S&P 500 Index. A capitalization-weighted stock index of 500 of the largest and best known common stocks. The
S&P 500 is one of the most quoted indexes, and is the often used as a benchmark for the stock market.

Alpha. The remaining portion of excess return after compensating for market risk.

Price-to-Earnings (P/E) Ratio. The price of a stock divided by its earnings. Also known as Price Multiple.
Price/Earnings to Growth (PEG) Ratio. A stock’s price-to-earnings ratio divided by the growth rate of its earnings
for a specified time period. The price/earnings to growth (PEG) ratio is used to determine a stock’s value while taking
the company’s earnings growth into account, and is considered to provide a more complete picture than the P/E
ratio.

Return on Equity (ROE). The amount of net income returned as a percentage of shareholder equity. Return on
equity measures a corporation’s profitability by revealing how much profit a company generates with the money
shareholders have invested.

Basis Point. One hundredth of a percent. Used when describing change in yield. There are 100 basis points in 1%.
Price-to-Dividend. The price of a stock divided by the amount of dividends per share paid by the company each
year. Itis a measure of the return on investment for a stock.

ALPS Portfolio Solutions Distributor, Inc., a registered broker-dealer, is distributor for the Select Sector SPDR

Trust.

See the signals.™

Founded in 1980, Ned Davis Research Group is a leading independent
research firm with clients around the globe. With a range of products
and services utilizing a 360° methodology, we deliver award-winning
solutions to the world's leading investment management companies.
Our clients include professionals from global investment firms, banks,
insurance companies, mutual funds, hedge funds, pension and TN

endowment funds, and registered investment advisors.
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