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Financials: Marketweight effective 4/8/25

• Financials gained more than 4% 
in May but trailed the S&P 500 by 
roughly 200 basis points. 

• The yield curve and loan growth 
have trended in positive directions 
for the sector in recent months.  

• We remain marketweight, matching 
the sector model.

Key Takeaways

While Financials underperformed the S&P 

500 in May, the sector still posted a solid 

gain of more than 4%. Outperformance from 

the Banks and Capital Markets industries 

were offset by underperformance from the 

sector’s largest industry, Financial Services, 

as Berkshire Hathaway declined over 

5% following Warren Buffett’s retirement 

announcement. We remain marketweight for 

now, matching the sector model. 

Key drivers: Two of the most important 

macro inputs we monitor for Financials 

are the yield curve and loan growth, both 

of which are reflected in our sector model. 

The Yield Curve indicator turned bearish on 

February 21 for the first time in over a year, 

but encouragingly reversed back to bullish 

on April 7, signaling a potential tailwind for 

the sector. While the Loan Growth indicator 

remains in bearish territory, it has shown 

steady improvement in recent months and 

appears on track to turn bullish in the next 

few weeks. 

Steepening curve is bullish for Financials

Indicators to watch: In addition to the 

positive developments from the Yield Curve 

and Loan Growth indicators, the sector’s 

internal (price-based) composite showed 

further progress in May. The Relative 

Overbought/Oversold indicator shifted 

from bearish to neutral on May 22, and the 

Financials Trend indicator turned bullish 

earlier in the month on May 2. While slowing 

U.S. and global economic growth remains 

a headwind, a soft-landing scenario could 

provide a supportive backdrop for continued 

strength in the sector.

Sector positives Sector negatives

• Four of six curve composite models are in 
their steepening zones 

• Sector could benefit from deregulation 

• Berkshire Hathaway, the sector’s largest 
company, is up almost 20% on the year

• Berkshire Hathaway sold off after Buffett 
stepped down 

• A weak dollar is historically bearish for the 
sector 

• Financials has been the poorest performer 
when inflation is rising
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Daily Data 1995-01-03 to 2025-06-02S&P 500 Financials Relative Strength vs. Yield Curve

Bullish when smoothed yield curve
rises by 10 bps.

Bearish when smoothed yield curve
falls by 10 bps.

Financials RS Performance
Full History:Full History:   1979-01-02 to 2025-06-02

Yield curve
indicator is

% Gain/
Annum

% of
Time

  Bullish 2.20 47.40

  Bearish -4.64 52.60

Buy/Hold = -1.47% Gain/Annum

Financials RS Performance
Chart View:Chart View:   1995-01-03 to 2025-06-02

Yield curve
indicator is

% Gain/
Annum

% of
Time

  Bullish 4.73 44.94

  Bearish -6.49 55.06

Buy/Hold = -1.61% Gain/Annum

S&P 500 Financials sector vs. S&P 500 ex Financials total return(2025-06-02 = 30.82)

U.S. yield curve (10Y-2Y) (21-day average) (2025-06-02 = 0.51)
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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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