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Several cycles suggest slower pace of gains, more defensive 
leadership

Summary

Key Cycle Summary (October 2021)

Cycle Description Market Implication

Economy Growth slows from early cycle to mid-cycle Stock market gains smaller
Defensive, large-cap, and (somewhat) Growth

Echo bear Common as economic & EPS growth slows Shorter and shallower than recession bears
Defensive sector & style leadership

Taper Likely start in late-2020/early-2021 Broad market strength, stocks > bonds
Brief cyclical strength, then stable Growth

COVID-19 Disjointed reopening Another reopening trade?

Ned Davis Research T_EVP_OA202109141.1
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U.S. economy is  1/3 through the average post-war expansion.

(E35C) 

Monthly 10/31/1955 - 11/30/2021 (Log Scale)

The Economy Gain/Annum When:
(10/31/1955-7/31/2021)

CLI Annualized Gain/ %
Six-Month ROC is: Annum of Time

Above 1.9 4. 8 17. 5

* Between -2.8 and 1.9 2. 5 66. 2

-2.8 and Below -1. 2 16. 3

Source: The Conference Board

Shaded areas represent

National Bureau of
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Contracting
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Data Advanced Three Months
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Stock gains slow and small to large as economy matures.Economy
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Market Performance (Median % GPA) During Expansion Periods
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Market Performance (Median % GPA) During Expansion Periods

S&P 500 Index Stock/Bond Ratio Small/Large Ratio Growth/Value Ratio
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Source:   FTSE Russell, Ned Davis Research, Inc., S&P Dow Jones Indices

Early-, mid-, and late-cycle dates determined by dividing the length of economic expansions into thirds
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Cyclical Value weakens, Growth strengthens mid-cycle.Economy
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Cyclical Value Performance (% GPA) During Expansion Periods Monthly Data 1972-02-29 to 2020-02-29
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Cyclical Value Performance (% GPA) During Expansion Periods Monthly Data 1972-02-29 to 2020-02-29
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Current case (04/30/2020 - 08/31/2021 GPA = 43.29%) is not included in the stats

Expansion
Median

GPA = 14.43%
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Cyclical Growth Performance (% GPA) During Expansion Periods Monthly Data 1972-02-29 to 2020-02-29

© Copyright 2021 NDR, 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/

EVT_OA202109141B_C

Cyclical Growth Performance (% GPA) During Expansion Periods Monthly Data 1972-02-29 to 2020-02-29
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Defensive/Bond Proxy Performance (% GPA) During Expansion Periods Monthly Data 1972-02-29 to 2020-02-29
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Defensive/Bond Proxy Performance (% GPA) During Expansion Periods Monthly Data 1972-02-29 to 2020-02-29
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Source:   S&P Capital IQ and MSCI, Inc. (GICS)

Defensive/Bond Proxy = Consumer Staples, Health Care, Utilities, Real Estate

Current case (04/30/2020 - 08/31/2021 GPA = 25.32%) is not included in the stats

Expansion
Median

GPA = 13.78%

Defensive sectors have highest GPA mid-cycle.Economy
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Health Care and Staples strongest mid-cycle.Economy

Sector Performance during Expansion Periods
Median Return (% GPA)

S&P 500 Sectors Early-Cycle Mid-Cycle Late-Cycle

Health Care 5.9 21.4 8.9

Consumer Staples 8.0 20.9 3.6

Communication Services 16.0 19.8 11.9

Consumer Discretionary 14.6 14.6 4.9

Real Estate 31.7 13.5 5.4

Utilities 13.1 13.4 17.1

Industrials 17.5 12.8 10.2

Materials 15.0 12.7 8.0

Financials 12.8 11.8 11.1

Energy 12.6 8.3 17.0

Information Technology 12.6 6.7 10.0

S&P 500 Index 13.4 9.7 8.5

Median Cyclical Value 13.9 12.2 10.7

Median Cyclical Growth 14.6 14.6 10.0

Median Defensive 10.6 17.2 7.2

All expansions since 3/31/1975 included. Early, mid, and late determined by dividing each expansion into thirds. Source: S&P Dow Jones Indices.

Ned Davis Research T_EVP_OA202109141.3
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We are in the part of the cycle when big corrections/shallow bears 
are possible.

Echo bear

Stock Market and Economic Cycles

Stock Market 
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You are here?

Echo Bears
• Large-Caps
• High Quality
• Utilities
• Consumer Staples
• Health Care
• Dividend Payers

Early Cycle
• Small-Caps
• Low Quality

• Financials
• Industrials

• Materials
• Dividend Non-Payers
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Leadership defensive in echo bears.Echo bear

Market Performance during Post-Recession Bulls and Echo Bears since 1973
Median Gain (%)

Market Returns since 3/23/2020 Post -Recession Bull Echo Bear

S&P 500 Index 95.0 64.9 -19.3

Stock/Bond Ratio 90.9 81.9 -21.8

Small/Large Ratio 9.9 12.3 -7.3

Growth/Value Ratio 9.8 -0.4 1.3

Low Quality/High Quality Ratio 2.6 15.0 -11.1

Non-Payers/Payers Ratio 10.4 8.7 -6.7

Source: FTSE Russell, Ned Davis Research, Inc., S&P Dow Jones Indices. Dates of bull and bears listed in report T_203. Current returns 
updated through 10/6/2021. 

Ned Davis Research T_EVP_OA202109141.4
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Defensive sectors outperform during echo bears.Echo bear

Sector Performance during Post-Recession Bulls and Echo Bears since 1973
Median Gain (%)

S&P 500 Sectors
Returns since 

3/23/2020 Post -Recession Bull Echo Bear

Utilities 46.4 39.1 -2.5

Consumer Staples 44.6 52.4 -11.9

Communication Services 97.8 52.6 -14.2

Health Care 68.7 45.0 -16.4

Information Technology 114.2 85.7 -18.7

Consumer Discretionary 101.2 92.3 -20.3

Industrials 105.6 78.9 -21.3

Energy 128.5 59.0 -26.3

Financials 118.7 66.1 -28.6

Materials 109.2 77.4 -29.4

S&P 500 Index 95.0 64.9 -19.3

Median Cyclical Value 114.0 62.6 -23.8

Median Cyclical Growth 101.2 77.4 -20.3

Median Defensive 46.4 52.4 -11.9

Real Estate excluded due to lack of history. Dates of bull and bears listed in report T_203. Current returns updated through 10/6/2021. 
Source: S&P Dow Jones Indices.

Ned Davis Research T_EVP_OA202109141.5
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SHUT / S&P 500 around Start of Bull Markets
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12-06-1974
02-28-1978
04-21-1980
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10-19-1987
10-11-1990
08-31-1998
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Aggregate: Average SHUT / S&P 500

Averages indexed to 100 at start of bull market. Source:  S&P Dow Jones Indices

SHUT Index is equal-weighted: Consumer Staples, Health Care, Utilities, and Telecom Services.

Record defensive underperformance this cycle.Echo bear

Current case
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The Fed is preparing the markets for tapering.Taper
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Weekly Data 2008-01-04 to 2021-10-01Total Securities Held by the Fed and its Components
Total Securities Holdings (2021-10-01 = $7950.7 Bil.)

Treasury (2021-10-01 = $5419.0 Bil.)

MBS (2021-10-01 = $2519.0 Bil.)

Agency (2021-10-01 = $2.3 Bil.)

Municipal (2021-10-01 = $9.8 Bil.)

Corporate (2021-10-01 = $0.5 Bil.) Taper end 10/31/2014

Taper start 1/1/2014

Taper talk 5/22/2013
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Leadership more defensive as 2014 taper progressed.Taper

Market Performance Around 2013-2014 Taper Talk and Taper
Taper Talk to Taper Start

5/22/13 - 1/02/14
Taper Start to Taper End

1/02/14 - 10/31/14
Index % Change % Max Correction % Change % Max Correction

S&P 500 Index 10.7 -5.2 10.2 -7.4

Stock/Bond Ratio 14.0 -4.4 6.6 -9.4

Small/Large Ratio 5.3 -3.5 -7.2 -13.5

Growth/Value Ratio 3.5 -2.4 0.8 -4.6

Low Quality/High Quality Ratio 0.8 -2.5 -1.3 -6.2

Non-Payers/Payers Ratio 2.6 -3.4 4.9 -7.2

Sources: S&P Dow Jones Indices, Bloomberg Barclays Indices, FTSE Russell, Refinitiv.

Ned Davis Research T_SSF21_32.2
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S&P 500 rally continued, but Value staged counter trend rally.Taper
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S&P 500 Index Performance Around 2013-2014 Taper vs 2021 Daily Data 2013-05-22 to 2014-10-31S&P 500 Index Performance Around 2013-2014 Taper vs 2021 Daily Data 2013-05-22 to 2014-10-31
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Growth/Value Ratio Performance Around 2013-2014 Taper vs 2021 Daily Data 2013-05-22 to 2014-10-31Growth/Value Ratio Performance Around 2013-2014 Taper vs 2021 Daily Data 2013-05-22 to 2014-10-31
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2014 taper saw a quick transition to defensive sectors.Taper
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S&P 500 Cyclical Growth / Defensive/Bond Proxy Ratio Performance Around 2013-2014 Taper vs 2021
Daily Data 2013-05-22 to 2014-10-31

S&P 500 Cyclical Growth / Defensive/Bond Proxy Ratio Performance Around 2013-2014 Taper vs 2021
Daily Data 2013-05-22 to 2014-10-31
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S&P 500 Cyclical Value / Defensive/Bond Proxy Ratio Performance Around 2013-2014 Taper vs 2021
Daily Data 2013-05-22 to 2014-10-31
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Daily Data 2013-05-22 to 2014-10-31
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Real Estate, Health Care, and Utilities best during 2014 taper.Taper

Sector Performance Around 2013-2014 Taper 
Taper Talk to Taper Start Taper Start to Taper End

5/22/13 - 1/02/14  1/02/14 - 10/31/14
S&P 500 Sectors % Change % Max Correction % Change % Max Correction 

Real Estate -12.9 -16.4 22.2 -7.0

Health Care 12.1 -5.2 21.9 -7.8

Utilities -4.8 -8.2 21.4 -9.4

Information Technology 13.3 -6.1 16.8 -8.5

Consumer Staples 2.5 -6.4 9.8 -6.4

Communication Services 13.9 -5.8 8.0 -9.0

Financials 14.0 -7.0 7.5 -8.8

Industrials 17.6 -5.3 6.3 -10.6

Materials 13.3 -6.2 5.1 -11.1

Consumer Discretionary 14.5 -5.4 -0.3 -8.9

Energy 6.7 -6.2 -0.3 -20.1

S&P 500 Index 10.7 -5.2 10.2 -7.4

Median Cyclical Value 13.6 -6.2 5.7 -10.9

Median Cyclical Growth 13.9 -5.8 8.0 -8.9

Median Defensive/Bond Proxy -1.1 -7.3 21.7 -7.4

Sources: S&P Dow Jones Indices, S&P Capital IQ and MSCI, Inc. (GICS).

Ned Davis Research T_EVP_OA202109141.6
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After waterfall decline, S&P 500 has shrugged off COVID news.COVID-19

© Copyright 2021 NDR, Inc. Further distribution prohibited without prior permission.
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SSF21_34F_C

S&P 500 Index During COVID-19 Daily Data 2019-12-31 to 2021-10-06
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S&P 500 Index During COVID-19 Daily Data 2019-12-31 to 2021-10-06
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Equity leadership shifts around COVID events.COVID-19
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SSF21_34H_C

Small/Large Ratio During COVID-19 Daily Data 2019-12-31 to 2021-10-06
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Small/Large Ratio During COVID-19 Daily Data 2019-12-31 to 2021-10-06
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Growth/Value Ratio During COVID-19 Daily Data 2019-12-31 to 2021-10-05
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Growth/Value Ratio During COVID-19 Daily Data 2019-12-31 to 2021-10-05
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Sector leadership is similar to post-vaccine phase.COVID-19
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UIP518

Broad Sector Leadership Trends Daily Data 2019-12-31 to 2021-10-06 (Log Scale)
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UIP518

Broad Sector Leadership Trends Daily Data 2019-12-31 to 2021-10-06 (Log Scale)
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Cyclical Growth sectors leading since case trough.COVID-19

Sector Returns (%) during COVID Phases

Sector
Bull Peak to Bear 

Trough
Bear Trough to Vaccine  

Developments
Vaccine Developments to 

Case Count Trough
Case Count Trough 

to Current

Real Estate -38.0 42.8 23.8 0.5

Health Care -28.1 48.3 12.7 1.0

Utilities -35.9 45.6 0.1 0.4

Information Technology -31.2 71.2 18.5 5.5

Consumer Staples -24.3 32.9 7.8 0.9

Communication Services -28.6 53.1 23.8 4.4

Financials -43.0 52.6 33.6 7.3

Industrials -41.8 72.3 19.8 -0.4

Materials -36.4 80.7 17.6 -1.6

Consumer Discretionary -31.9 73.5 12.6 3.0

Energy -56.0 37.9 61.7 2.3

S&P 500 Index -33.9 58.7 18.9 3.4

Median Cyclical Value -42.4 62.5 26.7 1.0

Median Cyclical Growth -31.2 71.2 18.5 4.4

Median Defensive/Bond Proxy -32.0 44.2 10.3 0.7

Dates in Study: bull peak - 2/19/2020, bear bottom - 3/23/2020, vaccine development - 11/9/2020, COVID cases trough - 6/17/2021. Current case updated 
through 10/6/2021. Sources: S&P Dow Jones Indices, S&P Capital IQ and MSCI, Inc. (GICS).

Ned Davis Research T_EVP_OA202109141.7
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Models favor stocks on absolute and relative basis.Models
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Customized version of Customized version of S75AS75A
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Source:Source:   S&P Dow Jones Indices

Source:Source:   Ned Davis Research, Inc.

Monthly Data 2011-09-30 to 2021-09-30

S&P 500 Index vs. U.S. Stock Market Model Internal, External and Composite (Monthly)

S&P 500 Index Performance

Full History:Full History:   1979-11-30 to 2021-09-30

U.S. Stock Market Model

Composite is

% Gain/

Annum

% of

Time

  Above 70.0 17.79 42.55

  55.0 - 70.0 10.15 39.80

  Below 55.0 -10.56 17.64

Buy/Hold = 9.25% Gain/Annum

S&P 500 Index Performance

Chart View:Chart View:   2011-09-30 to 2021-09-30

U.S. Stock Market Model

Composite is

% Gain/

Annum

% of

Time

  Above 70.0 14.99 55.82

  55.0 - 70.0 10.34 33.51

  Below 55.0 23.60 10.68

Buy/Hold = 14.29% Gain/Annum

S&P 500 Index (2021-09-30 = 4,307.54)

U.S. Stock Market Model Composite (Monthly, 50% Internal, 50% External)(2021-09-30 = 85.00)
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Customized version of Customized version of AA3000AA3000
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Source:Source:   Ned Davis Research, Inc.

Benchmark: S&P 500 Total Return Index Source:Source:   Ned Davis Research, Inc.

Benchmark: Barclays U.S. Aggregate Total Return Index Source:Source:   Ned Davis Research, Inc.

Benchmark: 3-Month U.S. T-Bill Total Return Index Source:Source:   Ned Davis Research, Inc.

Monthly Data 2011-09-30 to 2021-09-30U.S. Asset Allocation Model

Model real-time date: 2021-05-03

More Statistics

Model vs. Benchmark Returns

Full History: 1981-01-30 - 2021-09-30

Equity Line Gain/Annum

Model 11.2%

Benchmark 9.8%

Model vs. Benchmark Returns

Chart View: 2011-09-30 - 2021-09-30

Equity Line Gain/Annum

Model 11.9%

Benchmark 10.4%

Model Equity Line (2021-09-30 = 7,487.35)

Model Benchmark (55% Stocks, 35% Bonds, 10% Cash)(2021-09-30 = 4,503.93)

Model Equity % (2021-09-30 = 67.7%)

Model Bond % (2021-09-30 = 25.5%)

Model Cash % (2021-09-30 = 6.8%)
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Between 30% and 55%: Favors Mid-Caps Below 30%: Favors Large-Caps

Above 55%: Favors Small-Caps

Source:Source:   Ned Davis Research, Inc.

Monthly Data 1979-11-30 to 2021-09-30NDR U.S. Small/Mid/Large Model

Russell Total Return GPAs ( 1979-11-30 - 2021-09-30 )

When Mode

Favors:

Russell

2000

Russell

Midcap

Russell

Top 200

Russell

3000
% of Time

Small-Caps 16.30 12.67 6.37 8.57 26.80

Mid-Caps 12.44 14.74 12.73 13.29 49.45

Large-Caps 3.29 10.11 16.42 13.45 23.75

Russell 2000 Total Return Index (2021-09-30 = 8511.19)

Russell Midcap Total Return Index (2021-09-30 = 17123.13)

Russell Top 200 Total Return Index (2021-09-30 = 10840.21)

NDR U.S. Small/Mid/Large Model (2021-09-30 = 19.64%)
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Bullish when crosses above 55

Bearish when crosses below 40 Source:Source:   Ned Davis Research, Inc.

Monthly Data 1986-12-31 to 2021-09-30Russell 3000 Growth/Value Ratio vs. Growth/Value Model

Growth/Value Total Return Ratio Performance

Full History:Full History:   1986-12-31 to 2021-09-30

Style Model is

% Gain/

Annum

% of

Time

  Above 55.0 9.13 41.07

  40.0 - 55.0 -0.10 35.24

  Below 40.0 -10.87 23.68

Buy/Hold = 0.83% Gain/Annum

Russell 3000 Growth/Value Total Return Ratio (2021-09-30 = 129.95)

Growth/Value Model (2021-09-30 = 43.75)

Style models moving away from early cycle leaders.Models
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No clear leadership message from sector model.Models
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Current secular bull comparable to previous ones.Secular
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S0202

Daily Data 1900-03-31 to 2021-10-07 (Log Scale)
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S0202

Daily Data 1900-03-31 to 2021-10-07 (Log Scale)
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Percent GPA During Secular Bull Markets
Dates Nominal DJIA Real DJIA

1900-03-31 to 1906-01-19 8.0 6.5

1921-08-24 to 1929-09-03 24.9 26.1

1942-04-28 to 1966-02-09 10.5 7.3

1982-08-12 to 2000-01-14 16.8 13.2

2009-03-09 to 2021-10-07 14.2 11.9

Percent GPA During Secular Bear Markets
Dates Nominal DJIA Real DJIA

1906-01-19 to 1921-08-24 -1.1 -5.4

1929-09-03 to 1942-04-28 -10.6 -10.1

1966-02-09 to 1982-08-12 -1.5 -7.9

2000-01-14 to 2009-03-09 -6.2 -8.4

Nominal DJIA
( 10/07/2021 = 34754.9 )

Real DJIA
( 10/07/2021 = 1072.0 )

BULL BULL BULL BULL BULLBEAR BEAR BEAR BEAR

Source:  Bloomberg Finance L.P., Department of Commerce
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Cyclical bulls stronger in secular bulls.Secular
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S0202B

A History of Bull Markets: Dow Jones Industrial Average (1900-Present)
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A History of Bull Markets: Dow Jones Industrial Average (1900-Present)
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Passive funds work just fine in secular bulls.Secular
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DAVIS247B

Cummulative Net New Cash Flow to Active and Passive Funds Monthly Data 2009-12-31 to 2021-08-31
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Cummulative Net New Cash Flow to Active and Passive Funds Monthly Data 2009-12-31 to 2021-08-31
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Secular bull born of the Fed, likely die at hands of the Fed.Secular
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Source:Source:   Federal Reserve Board, Haver Analytics

Source:Source:   Haver Analytics

Weekly Data 2008-09-05 to 2021-10-08Total Securities Held by the Fed, ECB, BoJ, BoE, and BoC (in USD)
Combined Holdings (2021-09-24 = 19993.3 Billion USD)

BoJ Security Holdings (2021-09-24 = 5244.6 Billion USD)

Fed Security Holdings (2021-10-08 = 7947.3 Billion USD)

ECB Security Holdings (2021-10-01 = 5207.2 Billion USD)

BoE Security Holdings (2021-10-01 = 1180.0 Billion USD)

BoC Security Holdings (2021-10-01 = 360.8 Billion USD)

Combined Holdings (Year-to-Year % Change) (2021-09-24 = 16.8%)
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Reports of bond secular bull's death have been greatly exaggerated.Secular
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S0202I

Asset Classes & Secular Trends Monthly Data 1900-01-31 to 2021-09-30 (Log Scale)
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S0202I

Asset Classes & Secular Trends Monthly Data 1900-01-31 to 2021-09-30 (Log Scale)

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

10

32

100

316

1,000

3,162

10,000

10

32

100

316

1,000

3,162

10,000

S&P 500 Monthly Average Price Index (2021-09-30 = 4446) 

Source:  S&P Dow Jones Indices

Per Annum Returns: 
BULL BULL BULL BULL BULLBEAR BEAR BEAR BEAR

7.6% 21.2% 11.0% 16.0% 15.3%-2.6% -10.2% 1.0% -6.1%

S&P 500 Gain/Annum
During Secular Trends

GPA %Time

Secular Bull 13.9 55.7

Secular Bear -4.0 44.3
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Sources: Prior to 1919 - A History of Interest Rates by Sidney Homer & Richard Sylla (Annual Average) From 1919 to Present - Federal Reserve (Annual Close)

Yields of Long-Term Government Bonds
(2021-09-30 = 1.8) 

BULL BULLBEAR BEAR

Long-Term Gov't Bond Yields
During Secular Trends

GPA %Time

Secular Bull -5.0 50.1

Secular Bear 4.2 49.9

2.7% 5.0%-4.9% -5.0%
Per Annum Change in Yields: 
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1,778

100
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1,778

*Constructed using prices by George F. Warren & Frank A. Pearson, Bureau of Labor Statistics, Commodity Research Bureau(www.crbtrader.com)

Per Annum Returns: 
BULL BULL BULL BULL

NDR Commodity Index
During Secular Trends

GPA %Time

Secular Bull 8.5 51.6

Secular Bear -3.9 48.4

BEAR BEAR BEAR BEAR

-7.5% -3.3% -3.3% -1.5%5.6% 8.1% 10.7% 11.5%

NDR Commodity Composite*
(2021-09-30 = 1549) 
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Longest secular bull for Growth vs Value on record.Secular
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AA067A

Long-Term Trends in Large-Cap Growth/Value Relative Performance
Monthly Data 1932-12-31 to 2021-09-30 (Log Scale)
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AA067A

Long-Term Trends in Large-Cap Growth/Value Relative Performance
Monthly Data 1932-12-31 to 2021-09-30 (Log Scale)
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Shaded areas indicate Growth outperformance based on reversals of 20% or more in Growth/Value ratio.
The Large-Cap Growth and Value indices reflect data provided by Kenneth French prior to 12/31/1978
and Russell data since.

Ratio:
Large-Cap Growth TR Index /

Large-Cap Value TR Index
( 09/30/2021 = 128.9 )

Periods of Growth Outperformance
Dates Ratio GPA Growth GPA Value GPA

08/31/1933 to 03/31/1935 69.5 -0.5 -41.3

03/31/1937 to 08/31/1939 30.5 -8.2 -29.6

06/30/1955 to 12/31/1957 10.6 2.7 -7.1

01/31/1969 to 07/31/1972 8.9 9.8 0.8

03/31/1978 to 11/30/1980 10.0 31.7 19.7

08/31/1988 to 12/31/1991 9.9 24.4 13.2

09/30/1993 to 02/29/2000 9.2 25.7 15.1

07/31/2006 to 09/30/2021? 5.5 13.6 7.7

Periods of Value Outperformance
Dates Ratio GPA Growth GPA Value GPA

12/31/1932 to 08/31/1933 -61.5 85.8 382.6

03/31/1935 to 03/31/1937 -28.3 39.9 95.3

08/31/1939 to 06/30/1955 -8.1 12.9 22.9

12/31/1957 to 01/31/1969 -6.4 11.3 18.9

07/31/1972 to 03/31/1978 -15.0 -4.0 12.9

11/30/1980 to 08/31/1988 -5.8 8.9 15.7

12/31/1991 to 09/30/1993 -13.7 2.3 18.4

02/29/2000 to 07/31/2006 -14.3 -7.0 8.5

G/V
Bull

G/V
Bull

G/V
Bull

G/V
Bull

G/V
Bull

G/V
Bull

G/V
Bull

G/V
Bull?

G/V
Bear

G/V
Bear

G/V
Bear

G/V
Bear

G/V
Bear

G/V
Bear

G/V
Bear

Source:    FTSE Russell
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Demographics cap growth rates.Secular
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World (2050-12-31 = 62.8%)
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New interest rate regime needed for Value secular bull.Secular
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BA3023

Sector/Style Matrix IV - 2Y/10Y Yield Curve Sensitivity Monthly data as of : 09/30/2021

© Copyright 2021 NDR, 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/

BA3023

Sector/Style Matrix IV - 2Y/10Y Yield Curve Sensitivity Monthly data as of : 09/30/2021
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S&P Dow Jones Indices launched the Real Estate sector on 2016-09-19 and replaced Telecom Services with an
expanded Communication Services sector on September 21, 2018.; Prior data is an NDR estimate.
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In a slow-growth world, cash is king.Secular
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SMF_23.RPT

S&P 500 Aggregate Cash and Short-Term Investments Quarterly Data 1972-12-31 to 2019-09-30
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S&P 500 Aggregate Cash and Short-Term Investments Quarterly Data 1972-12-31 to 2019-09-30
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Will green energy revolution spur secular bull in Energy sector?Secular
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ESX1092

U.S. Oil Production vs. S&P 500 Energy's Weight in S&P 500 Monthly Data 2011-03-31 to 2021-08-31
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ESX1092

U.S. Oil Production vs. S&P 500 Energy's Weight in S&P 500 Monthly Data 2011-03-31 to 2021-08-31
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Answer on small/large secular rotation could come in 2022.Secular
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AA0140

Long-Term Trends in Small-Cap/Large-Cap Relative Performance Monthly Data 1925-12-31 to 2021-09-30 (Log Scale)
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AA0140

Long-Term Trends in Small-Cap/Large-Cap Relative Performance Monthly Data 1925-12-31 to 2021-09-30 (Log Scale)
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Periods of Small-Cap Outperformance

Dates Ratio GPA Small-Cap GPA Large-Cap GPA

1933-01-31 to 1937-04-30 23.9 58.6 28.1

1939-03-31 to 1946-06-30 22.3 38.9 13.5

1957-12-31 to 1969-01-31 10.1 23.8 12.4

1973-06-30 to 1983-08-31 13.9 24.8 9.5

1990-10-31 to 1994-03-31 9.9 26.6 15.2

1999-03-31 to 2011-04-30 5.6 8.0 2.3

Average 13.2 25.9 11.2

Periods of Small-Cap Underperformance

Dates Ratio GPA Small-Cap GPA Large-Cap GPA

1926-01-31 to 1933-02-28 -15.8 -20.4 -5.5

1937-03-31 to 1939-04-30 -30.3 -41.8 -16.4

1946-05-31 to 1958-01-31 -4.7 7.3 12.7

1968-12-31 to 1973-07-31 -13.9 -10.3 4.2

1983-07-31 to 1990-11-30 -9.5 3.0 13.8

1994-02-28 to 1999-04-30 -10.8 11.5 25.0

2011-03-31 to 2021-10-31 -2.6 11.1 14.0

Average -10.1 -1.6 9.4

S/L Bear Indicate Small-Cap Underperformance
Periods Based On Reversals of 35% or More
in Small-Cap/Large-Cap Ratio

Small-Cap Total Return / S&P 500 Total Return Ratio (2021-09-30 = 7.46)
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Source:    FTSE Russell, S&P Dow Jones Indices



Bottom Line
• Market gains moderate mid-cycle, with more frequent corrections

• Equity leadership transitions from small-caps, Value, and cyclical 
sectors to large-caps, Growth, and defensive sectors

• A COVID case drop could spur another reopening/cyclical Value 
trade

• Models favor stocks, large-caps, and mix of cyclical, and defensive 
sectors
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NDR HOUSE VIEWS  (Updated September 24, 2021)

NDR recommends maximum overweight allocation to equities and underweight allocations 
to bonds and cash. It is likely that we have seen a reset of the secular bull market that 
started in 2009.

Equity Allocation

U.S. | We are overweight the U.S. relative to other regions and bullish on an absolute basis. 

Macro and fundamental conditions could turn less favorable as the cycle matures, but 

technical indicators remain constructive. As part of the maturing cycle, we neutralized our 

overweights to small-caps and Value. A neutral small/large recommendation is an implicit 

overweight to mid-caps.

INTERNATIONAL | We are overweight Japan, Europe ex. U.K., and the U.S., underweight 

Emerging Markets, U.K. and Pacific ex. Japan, and marketweight Canada.

Macro

ECONOMY | The global economy fell into its deepest recession in the postwar era due to 

COVID-19, but pent-up demand and robust stimulus is setting the stage for a strong 

rebound in growth in 2021. Inflation will jump in the short-term, but long-term trends are 

anchored.

FIXED INCOME | We are 95% of benchmark duration.  We are neutral on the yield curve.  

We are overweight MBS, ABS, HY corporates, EM, and TIPS. We are underweight Treasurys. 

GOLD | Long-term uptrend intact.  We are bullish.

DOLLAR | Our long-term technical composite is negative.  We are bearish.

Global Asset Allocation

Stocks (70%) 

Bonds (25%)  |  Cash (5%)  
Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Equities — Regional Relative Allocation
U.S. (64%) | Europe ex. U.K. (16%) | Japan (9%)
Canada (2%) 
Emerging Markets (6%) | U.K. (2%) | Pacific ex. Japan (1%)

Benchmark – U.S. (58.2%), Europe ex. U.K. (12.9%), Emerging Markets (12.9%), Japan (6.4%), U.K. (3.7%), 
Pacific ex. Japan (3.1%), Canada (2.8%)

Global Bond Allocation

U.S. (50%) | Europe (28%) | Japan (17%) | U.K. (5%)

Benchmark: U.S. (50%), Europe (28%), Japan (16%), U.K. (6%)

U.S. Allocation
Stocks (70%) |  Mid-Cap
Growth | Value
Bonds (20%) | Cash (5%) | Large-Cap | Small-Cap

Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Sectors
Utilities (4%) | Real Estate (4%)
Materials (1%)

Benchmark: Technology (27.0%), Health Care (13.1%), Financials (10.4%), Communication Services (11.2%), 
Consumer Discretionary (12.9%), Consumer Staples (6.9%), Industrials (8.4%), Energy (2.4%), Utilities (2.6%), 
Real Estate (2.5%), Materials (2.6%)

U.S. Bonds — 95% of Benchmark Duration

Economic Summary  October 4, 2021

 Overweight     Marketweight     Underweight

Near term activity:    Accelerating    Neutral    Decelerating 

Global Economy
(6.1%)

U.S. Economy
(5.0%-5.5%)

U.S. Inflation
(3.5%-4.0%)

Economic gauges reflect changes in near-term economic activity. Numbers in parenthesis 
refer to NDR 2021 forecasts.



Chief U.S. Strategist

Ed Clissold, CFA, is the Chief U.S. Strategist for Ned Davis Research Group. He and his team 

are responsible for the firm’s U.S. equity, style, sector and equity theme analysis. They do so via a 

combination of a top-down analysis of the macroeconomic and fundamental environments and a 

bottom-up analysis of factors specific to the asset class, market cap, style,  sector, or theme. He and 
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cash flow.

Ed writes several U.S. Strategy publications, which provide an intermediate-term outlook on U.S. 

markets via a combination of top-down and bottom-up analyses. He also writes a quarterly Benchmarks 

report, which analyzes the attribution of returns across asset classes, sectors, market cap, and styles.

Ed’s market commentary is often quoted in The Wall Street Journal, Barron’s, and other financial 

publications.

Ed has held a number of other positions since joining the firm in 2002, including Global Equity 

Strategist, Senior Global Analyst in the Global Asset Allocation group, and Analyst in the Custom 

Research Services department. Previously, Ed worked at Strong Capital Management and as a Market 

Strategist at J.C. Bradford & Co. 

Ed is a CFA charterholder, a magna cum laude graduate in Economics from Transylvania University, 

and has earned his Masters in Business Administration in Finance, with distinction, from Indiana 

University (Kelley).

Ed Clissold, CFA

E-mail: ed.clissold@ndr.com

Twitter: @edclissold

LinkedIn: www.linkedin.com/in/
edclissold



Q & A



Important Information and Disclaimers
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compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection 

with any use of the information contained in this document even if advised of the possibility of such damages.

The data and analysis contained in NDR’s publications are provided “as is” and without warranty of any kind, either expressed or implied. The information is based on data believed 

to be reliable, but it is not guaranteed.  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.
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subject to change without notice, and you should always obtain current information and perform due diligence before trading. NDR or its a� iliated companies or their respective shareholders, 
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opportunities from time to time, that model results do not impute or show the compounded adverse e� ect of transaction costs or management fees or reflect actual 
investment results, that other less successful recommendations made by NDR are not included with these model performance reports, that some model results do not reflect 
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other device, all performance measures are purely hypothetical, and are the results of back-tested methodologies using data and analysis over time periods that pre-dated the 
creation of the analysis and do not reflect tax consequences, execution, commissions, and other trading costs. For these and for many other reasons, the performance of NDR’s 
past recommendations and model results are not a guarantee of future results.

Using any graph, chart, formula, model, or other device to assist in deciding which securities to trade or when to trade them presents many di� iculties and their e� ectiveness 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 e� ectiveness of such devices. NDR believes no individual graph, chart, formula, model, or other device should be used as the sole basis for any investment decision and 

suggests that all market participants consider di� ering viewpoints and use a weight of the evidence approach that fits their investment needs. Any particular piece of content or commentary 

may or may not be representative of the NDR House View, and may not align with any of the other content or commentary that is provided in the service. Performance measures on any chart 

or report are not intended to represent the performance of an investment account or portfolio, as some formulas or models may have superior or inferior results over di� ering time periods 

based upon macro-economic or investment market regimes.  NDR generally provides a full history of a formula or model’s hypothetical performance, which often reflects an “all in” investment 

of the represented market or security during “buy”, “bullish”, or similar recommendations. This approach is not indicative of the intended usage of the recommendation in a client’s portfolio, 

and for this reason NDR does not typically display returns as would be commonly stated when reporting portfolio performance. Clients seeking the usage of any NDR content in a simulated 

portfolio back-test should contact their account representative to discuss testing that NDR can perform using the client’s specific risk tolerances, fees, and other constraints.

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 o� er or the solicitation of an o� er to 

buy or to sell a security. 
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Thank you for joining us today!
 

This Webinar was recorded, and we will send you an e-mail 
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