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Communication Services: Marketweight effective 11/24/24

Led by strong gains from Meta (+17.9%), 

Alphabet (+8.2%), and Disney (+24.3%), 

Communication Services surged nearly 

10% in May and was the second-best 

performing sector for the month. Model 

and indicator evidence shifted in favor of 

Growth in May, and we upgraded Consumer 

Discretionary to overweight on May 15.  If 

we further increase our Growth exposure, 

Communication Services will be a leading 

candidate for increased exposure.

Key drivers: Q1 earnings season went well 

for Communication Services. With 100% of 

the sector reporting, 90.5% beat on bottom 

line estimates, second best among all 

sectors. Importantly, Alphabet and Meta, the 

sector’s largest constituents representing 

more than 65% of the sector’s market 

cap, both beat estimates. Additionally, 

analysts turned more optimistic for the full 

year, raising 2025 growth targets for both 

companies over the last two months. 

Indicators to watch: In response to the 

Earnings revisions improved for Communication Services

improving outlook by analysts, the sector’s 

Earnings Revision Breadth indicator turned 

bullish on May 16 in the sector’s external 

(non-price-based) composite. The sector 

finished the month with the second-

highest overall composite score behind 

only Consumer Discretionary. Despite 

the improvement, the model remained 

marketweight the sector, matching our 

recommendation. However, if improvement 

continues, we could add to our allocation in 

the coming weeks.

Sector positives Sector negatives

• Sector’s relative Volume Supply/Demand 
indicator is bullish 

• Mag 7 relative valuations look attractive 
versus long-term averages

• Along with Alphabet and Meta, Disney has 
performed well

• Capex surge from mega-caps represents 
a risk if market turns lower 

• EPS growth from Meta and Alphabet is 
decelerating in 2025 

• Tariff uncertainty has hit tech names hard

• Communication Services was 
second-best performer in May. 

• The sector had a solid Q1 earnings 
season and earnings revisions have 
been positive. 

• The sector saw sector model 
improvement but the model 
remains marketweight the sector.

Key Takeaways
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Source:Source:   S&P Dow Jones Indices

Current Signal: Bullish (2025-05-16, Gain/Loss: 2.5%)Current Signal: Bullish (2025-05-16, Gain/Loss: 2.5%)

All price, total return, and performance data are in local currency.

Source:Source:   Refinitiv

Weekly Data 2015-05-29 to 2025-05-30

S&P 500 Communication Services Relative Strength vs. Earnings Revision Breadth

Bullish when 40-week
moving average crosses below lower

bracket and reverses.

Bearish when 40-week
moving average crosses above upper

bracket and reverses.

Earnings Breadth = Percent of S&P 500 Communication Services
stocks with upward revision to earnings estimates

S&P 500 Communication Services Sector RS Performance
Full History:Full History: 1985-06-07 to 2025-05-30

Earnings Revision Breadth
% Gain/
Annum

% of
Time

  Bullish 6.40 45.36

  Neutral -10.50 13.31

  Bearish -4.78 41.34

Buy/Hold = -0.68% Gain/Annum

S&P 500 Communication Services Sector RS Performance
Chart View:Chart View: 2015-05-29 to 2025-05-30

Earnings Revision Breadth
% Gain/
Annum

% of
Time

  Bullish 12.52 39.49

  Neutral -5.02 11.66

  Bearish -5.55 48.85

Buy/Hold = 1.27% Gain/Annum

S&P 500 Communication Services Total Return / S&P 500 ex. Communication Services Total Return(2025-05-30 = 132.78)

S&P 500 Communication Services Earnings Revision Breadth 40-Week Moving Average (2025-05-30 = 72.11)

+0.75 Rolling 26-Week Standard Deviation (2025-05-30 = 73.74)

-0.75 Rolling 26-Week Standard Deviation (2025-05-30 = 71.67)
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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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