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Materials: Underweight effective 8/8/24

Materials trailed the S&P 500 in May amid 

the growth-led rally. Although the sector 

gained nearly 3% during the month, all 

five of its industries underperformed the 

broader index, with the sector lagging by 

over 300 basis points. The sector model 

remains marketweight Materials, but the 

composite score continues to lean bearish. 

As a result, we have elected to maintain our 

underweight position on the sector for now.

Key drivers: Metals & Mining, the sector’s 

second-largest industry by market cap, 

representing 16% of the sector’s market 

cap, struggled for much of 2024. China, 

which has been an important driver of 

metal demand, proved a headwind for the 

industry for most of 2024. However, recent 

developments suggest a potential shift. The 

China Credit Impulse Index, a measure of 

credit growth relative to GDP, has surged 

following newly announced stimulus 

measures. Historically, the index has led 

metal prices by about four months. If the 

Rising CCI could signal a metal’s turnaround

current trend holds, China could transition 

from a headwind to a tailwind for the 

industry later in 2025.

Indicators to Watch: Rising copper prices 

turned the sector’s Copper Spot Momentum 

indicator bullish on May 6, and the model 

maintains a marketweight position on 

Materials. However, the sector’s overall 

composite score remains bearish. As of the 

end of May, Materials ranked fifth lowest 

among all sectors. We remain underweight 

for now, as the sector’s relative downtrend 

remains intact.

Sector positives Sector negatives

• Gold miners have underperformed bullion 
prices and could mean revert, supporting 
Metals & Mining

• Clean energy transition and AI data center 
buildout should support copper prices

• Breadth thrusts have been bullish for 
cyclical leadership, historically

• Rising natural gas prices are bearish for 
Chemicals 

• NDR macro teams sees economic growth 
slowing globally, bearish for commodity 
demand 

• Growth continues to outperform Value

• Materials trailed the S&P 500 by 
over 300 basis points in May.  

• The China Credit Impulse Index has 
surged, potentially bullish for metal 
prices. 

• We maintain our underweight 
on the sector while relative 
momentum remains negative.

Key Takeaways

© Copyright 2025 Ned Davis Research, Inc. Further distribution prohibited without prior

permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html.

For data vendor disclaimers refer to www.ndr.com/vendorinfo/

E793BE793B

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

17.0

18.0

19.0

20.0

21.0

22.0

23.0

24.0

25.0

26.0

27.0

28.0

29.0

30.0

31.0

32.0

33.0

34.0

35.0

36.0

37.0

38.0

39.0

40.0

41.0

-60

-50

-40

-30

-20

-10

0

10

20

30

40

50

60

70

80

90

Source:Source:   Bloomberg Finance L.P.

Monthly Data 2008-12-31 to 2025-08-31London Metals Exchange Index vs. China Credit Impulse

Full HistoryFull History

2005-11-30 to 2025-05-31

Correlation Coefficient = 0.22

Chart ViewChart View

2008-12-31 to 2025-08-31

Correlation Coefficient = 0.63

LME Metal Index (Year-to-Year Change, Scaled Left)(2025-05-31 = -10.3%)

China Credit Impulse (Advanced Four Months, Scaled Right)(2025-08-31 = 24.1)
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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.

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

See the signals.TM 
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 endowment funds, and registered investment advisors.
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