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U.S. Market Update
After a strong upward move post-election, 
the S&P 500 Total Return Index was 
down -2.38% in December. Sector breadth 
deteriorated sharply — eight of 11 S&P 500 
sectors had negative returns in December. 
Communication Services, Consumer 
Discretionary, and Tech (led by the 
Magnificent 7) posted positive returns (chart 
below).

The S&P 500 posted back-to-back 20% gains 

for the fifth time on record while logging 
57 record highs. While most asset classes 
gained, relative strength in large-cap Growth 
meant U.S. stocks outperformed bonds, cash, 
commodities, and international equities. 

However, studies show that S&P 500 returns 
the year after at least 50 record highs have 
been weak, dropping a median -6.2%. There 
are plenty of reasons for concern in 2025, 
including the potential for earnings growth 

to slow, inflation to stop declining, and policy 
uncertainty to weigh on markets. 

For now, the sector model maintained 
mixed leadership this month. Entering 
January, Financials, Information Technology, 
Communication Services, Consumer 
Discretionary, and Utilities are above 
benchmark weight. Real Estate, Materials, 
Energy, and Consumer Staples are below 
benchmark weight.
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Communication Services (0.31)

Consumer Discretionary (0.25)

Information Technology (0.35)

S&P 500 Index

Consumer Staples (-0.30)

Financials (-0.78)

Health Care (-0.67)

Utilities (-0.20)

Industrials (-0.70)

Real Estate (-0.21)

Energy (-0.33)

Materials (-0.23)

3.49%

2.33%

1.12%

-2.50%

-5.24%

-5.58%

-6.36%

-8.07%

-8.10%

-9.15%

-9.56%

-10.91%

Source:    S&P Dow Jones IndicesNumber in parenthesis after sector name indicates % point contribution to S&P 500 return



The Communication Services sector’s 
allocation is above benchmark weight. On 
a fundamental basis, indicators are mixed. 
The 10-2 yield curve, earnings revision 
breadth, and option-adjusted spreads for 
Communication Services are bullish for 
the sector. However, the sector’s relative 
earnings yield, relative sales growth trends, 
and internet vs. retail sales trends remain 
bearish. Technicals are also mixed with three 
of six indicators at positive readings for the 
sector. During the month, changes in two 
different overbought/oversold measures 
offset one another (chart right).

Please see important disclosures at the end of this report.

The Information Technology sector’s 
allocation is above benchmark weight.  
Fundamentals lean bullish with three out 
of five measures at bullish levels. Earnings 
revision breadth and emerging Asia equities 
remain bullish for the sector. During the 
month, market inflation expectations moved 
bearish, but was offset by the median 
sales yield which moved to a bullish level. 
However, technicals are mixed. During the 
month, an overbought/oversold measure 
flipped bullish (chart left), but short-term 
breadth weakened to a bearish level, joining 
bearish readings from longer-term breadth 
and relative price momentum.
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Daily Data 2021-12-31 to 2024-12-31

Improving Relative Price from an Oversold Level is Bullish for the S&P 500 Information Technology Sector
S&P 500 Information Technology Price / S&P 500 ex. Information Technology Price 10-Day Rate-o… (2024-12-31 = 2.56%)

+0.50 Rolling 252-Day Standard Deviation (2024-12-31 = 1.98%)

-0.50 Rolling 252-Day Standard Deviation (2024-12-31 = -0.85%)
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Source:Source:   S&P Dow Jones Indices

Daily Data 2021-12-31 to 2024-12-31

Improving Relative Price from an Oversold Level is Bullish for the S&P 500 Communication Services Sector
S&P 500 Communication Services / S&P 500 ex. Communication Services 252-Day Rate-of-Change … (2024-12-31 = 14.09%)

+0.50 Rolling 252-Day Standard Deviation (2024-12-31 = 18.54%)

-0.50 Rolling 252-Day Standard Deviation (2024-12-31 = 11.16%)



The Materials sector’s allocation is well 
below benchmark weight. On a fundamental 
basis, indicators are bearish. During the 
month, silver and gold price momentum, as 
well as industrial production for materials, 
weakened to bearish levels (chart right), 
joining negative readings from emerging 
vs. developed equity momentum, natural 
gas futures mean reversion, and valuation 
(based on median earnings yield and 
median sales yield). Price-based measures 
are bearish with only one of the six 
measures at a neutral level for the sector.

The Energy sector’s allocation is below 
benchmark weight. On a fundamental basis, 
indicators lean bearish. Two of six indicators 
are bullish including sentiment on crude oil 
futures and worldwide rig count. However, 
during the month, the spot price for crude 
oil weakened (chart left), joining bearish 
readings from crude oil days of supply, the 
U.S. Dollar Index, and the sector’s median 
cash flow yield. Price-based measures are 
confirming with all five indicators at bearish 
levels.

Summary
The sector model maintained mixed 
leadership this month. Entering January, 
Financials, Information Technology, 
Communication Services, Consumer 
Discretionary, and Utilities are above 
benchmark weight. Real Estate, Materials, 
Energy, and Consumer Staples are below 
benchmark weight.
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© 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/

Customized version of Customized version of ES_6000_10_015ES_6000_10_015

Jan
2022

Apr Jul Oct Jan
2023

Apr Jul Oct Jan
2024

Apr Jul Oct Jan
2025

-26.0

-24.0

-22.0

-20.0

-18.0

-16.0

-14.0

-12.0

-10.0

-8.0

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

16.0

18.0

20.0

22.0

24.0

26.0

28.0

30.0

32.0

34.0

36.0

38.0

40.0

-26.0

-24.0

-22.0

-20.0

-18.0

-16.0

-14.0

-12.0

-10.0

-8.0

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

16.0

18.0

20.0

22.0

24.0

26.0

28.0

30.0

32.0

34.0

36.0

38.0

40.0

Source:Source:   Bloomberg Finance L.P.

Daily Data 2021-12-31 to 2024-12-31Weakening Crude Oil Spot Price is Bearish for the S&P 500 Energy Sector
Crude Oil Spot Price 6-Month Rate-of-Change % (6-Month Smoothing) (2024-12-31 = -7.60%)
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Monthly Data 2021-12-31 to 2024-12-31

Weakening Industrial Production for Materials is Bearish for the S&P 500 Materials Sector
U.S. Industrial Production: Materials 6-Month Rate-of-Change % (2024-12-31 = -0.62%)

+1.50 Rolling 6-Month Standard Deviation (2024-12-31 = 1.92%)

-1.50 Rolling 6-Month Standard Deviation (2024-12-31 = -0.61%)



Ned Davis Research Disclaimer: 

The data and analysis contained within 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. All performance measures do not reflect tax consequences, execution, 
commissions, and other trading costs, and as such investors should consult their tax advisors before making investment 
decisions, as well as realize that the past performance and results of the model are not a guarantee of future results. The Sector 
Allocation Strategy is not intended to be the primary basis for investment decisions and the usage of the model does not 
address the suitability of any particular investment for any particular investor. 

Using any graph, chart, formula, model, 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 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 
differing viewpoints and use a weight of the evidence approach that fits their investment needs.
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