Stock Market Scorecard
The Stock Market Scorecard is designed to provide a succinct summary of the “state of the
market.” The scoreboard includes indicators covering trend, momentum, mean-reversion,
sentiment, and fundamental factors over the short-, intermediate-, and long-term time frames.
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Current Signal

Indicator
Rating

S&P 500
Historical
Return*

Secular Market Cycle

Buy

Bull Market

31.2%

Cyclical Market Cycle

Buy

Bull Market

27.4%

Short-Term Trend

Sell

Negative

NA

Intermediate-Term Trend

Sell

Negative

NA

Long-Term Trend Signal

Buy

Positive

18.1%

Short-Term Momentum Model

Sell

Negative

-20.2%

Int-Term Momentum Model

Sell

Negative

-24.4%

Long-Term Momentum Model

Buy

Positive

15.4%

Economic Model

Buy

Positive

8.8%

Earnings Model

Hold

Neutral

11.0%

Monetary Model

Buy

Positive

18.1%

Inflation Model

Buy

Positive

13.3%

Valuation Model

Hold

Neutral

3.8%

Short-Term Signal

Buy

Positive

NA

Int-Term Signal

Hold

Neutral

10.3%

Long-Term Signal

Buy

Positive

NA

Short-Term Sentiment Model

Buy

Positive

29.3%

Int-Term Sentiment Model

Buy

Positive

32.6%

Long-Term Sentiment Model

Hold

Neutral

1.6%

Indicator / Model

Primary Cycle Analysis

Price Trend Analysis

Momentum Analysis

Fundamental Analysis

Overbought/Oversold Analysis

Investor Sentiment Analysis

Current Scores Average Gain/Annum:

9.06%

S&P 500 average gain/annum from 12/28/1979*:

8.58%

(*Source: Ned Davis Research)

Stock Market Scorecard Indicators Explained
Primary Cycle Analysis
Secular Market Cycle: A secular bull market is defi ned as a period in which stock prices rise at
an above-average rate for an extended period (think 5 years or longer) and suffer only relatively
short intervening declines. A secular bear market is an extended period of fl at or declining stock
prices. Secular bull or bear markets typically consist of multiple cyclical bull and bear markets.
Below is a monthly chart of the S&P 500 Index illustrating the current cycle, which we estimate
began on March 9, 2009.

Cyclical Market Cycle: A cyclical bull market requires a 30% rise in the DJIA after 50 calendar
days or a 13% rise after 155 calendar days. Reversals of 30% in the Value Line Geometric
Index since 1965 also qualify. A cyclical bear market requires a 30% drop in the DJIA after 50
calendar days or a 13% decline after 145 calendar days. Reversals of 30% in the Value Line
Geometric Index also qualify. Below is a weekly chart of the S&P 500 illustrating the current
cycle, which we estimate began on December 26, 2018.

Trend Analysis:
Short-Term Trend Rating: An indicator designed to identify the status of the stock market’s
short-term (0-3 weeks) trend. The indicator compares the current price of S&P 500 relative to 5day customized smoothing (weighted and moved forward 3 periods), the relationship of the 5day to the 10-day, and the relationship of 10-day to 39-day.

Intermediate-Term Trend Rating: An indicator designed to identify the status of the stock
market’s intermediate-term (3 weeks to 6 months) trend. The indicator compares the current
weekly price of S&P 500 relative to relative to customized 10-week smoothing (weighted and
moved forward 3 periods), the relationship of the 10-week to the 30-week, and the relationship
of 30-week to 55-week.

Long-Term Trend Rating: An indicator designed to identify the status of the stock market’s
longer-term (>6 months) trend. The indicator incorporates the 50-day smoothing of the S&P
500 relative to the 200-day smoothing. When the 50-day is above 200-day, the indicator is
positive and vice versa.

Momentum Analysis:
Short-Term Momentum Indicator: A trend and breadth confi rm indicator. History shows the
most reliable market moves tend to occur when the breadth indices are in gear with the major
market averages. This indicator compares the price of an All-Cap Dollar-Weighted Equity
Universe to its 25-day smoothing and its A/D Line relative to a 5-day smoothing. The indicator is
positive when both are above their respective smoothings, is negative when both are below, and
is neutral when one is above and one is below.

Intermediate-Term Momentum Indicator: A proprietary diffusion index developed by Ned
Davis Research. The indicator is designed to determine the technical health of the market’s 157
sub-industry groups (GICS categorizes the market into 11 sectors, 20 industries, and 157 subindustry groups). Technical health is determined by the direction of each sub-industry’s longterm smoothing and the rate of change of the sub-industry’s price index. The indicator’s status is
determined by both the level and the direction of the composite. The indicator is positive when
more than 79% of the groups are technically healthy. The indicator is moderately positive when
56% - 79% of the sub-industry groups are technically healthy AND the number of sub-industry
groups is rising. The indicator is neutral when 56% - 79% of the sub-industry groups are
technically healthy and the number of sub-industry groups is falling. And the indicator is
negative when less than 56% are technically healthy.

Long-Term Momentum Indicator: A buy/sell approach applied to the industry group diffusion
index. The indicator is positive when more than 56.5% of the sub-industry groups are technically
healthy and negative when less than 45.5 are technically healthy.

Early Warning/Mean Reversion Analysis:
Short-Term Overbought/Oversold Signal: An indicator utilizing stochastics of the S&P 500
daily chart. %K is set at 14. %D is set at 3. The indicator is positive when %K rises above the
20-level from below. The indicator is negative when %K moves below the 80-level from above.
The indicator is neutral when %K moves either above 80 or below 20.

Intermediate-Term Overbought/Oversold Signal: A signal based on the 40-day RSI on the
NYSE index. The indicator is positive when the RSI falls below the 40-level and then reverses.
The indicator is negative when the RSI moves above 60 and then reverses. The indicator is
neutral when the RIS moves above/below the 50.0 range.

Long-Term Overbought/Oversold Signal: An indicator utilizing the VIX and Z-Score bands
designed to identify turning points in the market after overbought/oversold conditions are
present.

Investor Sentiment Analysis:
Short-Term Sentiment Model: A proprietary sentiment model developed by Ned Davis
Research. The model-of-models is comprised of 18 independent sentiment indicators designed
to indicate when market sentiment has reached an extreme from a short-term perspective.
Historical analysis indicates that the stock market's best gains come after an environment has
become extremely negative from a sentiment standpoint. Conversely, when sentiment becomes
extremely positive, market returns have been subpar.

Intermediate-Term Sentiment Model: A proprietary sentiment model developed by Ned Davis
Research designed for the intermediate-term time frame. This model-of-models includes seven
different sentiment indicators including advisory sentiment, valuation, market breadth, and the
indicators of the short-term sentiment model.

Long-Term Sentiment Model: A proprietary sentiment model developed by Ned Davis
Research designed for the long-term time frame. This model-of-models is comprised of 6
independent sentiment indicators designed to indicate when market sentiment has reached an
extreme from a long-term perspective.

Fundamental Analysis:
Economic Model: A proprietary model developed by Ned Davis Research. During the middle of
bull and bear markets, understanding the overall health of the economy and how it impacts the
stock market is one of the few truly logical aspects of the stock market. When the Economic
model sports a "positive" reading, history (beginning in 1965) shows that stocks enjoy returns in
excess of 23.7% per year. Yet, when the model's reading falls into the "negative" zone, the S&P
has lost nearly -22.4% per year. However, it is vital to understand that there are times when
good economic news is actually bad for stocks and vice versa. Thus, the Economic model can
help investors stay in tune with where we are in the overall economic cycle.

Earnings Model: A composite of four proprietary models developed by Ned Davis Research
designed to indicate the overall health of corporate earnings. The fi rst model is based on the
slope of the smoothed S&P 500 earnings per share. The second model looks at the drivers of
earnings and includes indicators such as U.S. industrial production, the CRB Spot Raw
Industrial Material Price Index, the Treasury yield curve, Institute for Supply Management (ISM)
indices, corporate bond credit spreads, unemployment claims, and the trend in analyst earnings
estimate revisions for the S&P 500. The third model is designed to indicate the likely trend in the
earnings per share reported for the S&P 500 Index. This model uses a variety of macro
variables to indicate whether current conditions are favorable for strong, moderate, or weak
growth in S&P 500 earnings. The fourth model the median 12-month percent change in the oneyear analyst forecast out of the 500 components of the index

Monetary Model: A combination to two proprietary monetary models developed by Ned Davis
Research. Monetary Model 1 is comprised of 14 indicators and is plotted as a composite.
Monetary Model 2 is made up of eight monetary-related indicators including money supply, and
the bond and commodities markets.

Inflation Model: A proprietary model developed by Ned Davis Research designed to identify
cyclical changes in the rate of infl ation. The model consists of 22 individual indicators primarily
measuring various rates of change of such indicators as commodity prices, the Consumer Price
Index (CPI), producer prices, and industrial production.

Valuation Model: A composite to fi ve proprietary valuation indicators/models developed by Ned
Davis Research. The fi rst valuation indicator reviews the S&P 500 Price-to-Earnings GAAP
Ratio relative to normal, expensive, and bargain valuation zones. The second model measures
the S&P 500’s Median P/E ratio, representing the median P/E of the 500 stocks in the index.
The third model measures the Median P/E ratio of a multi-cap stock index. The fourth indicator
is the P/E ratio of the Value Line Index. The fi fth model is a composite of 7 indicators designed
to refl ect stock market valuations based on how various valuation indicators compare to their
latest 10-year historical ranges.

