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After declining for three months in a 
row, the S&P 500 Total Return Index 
rebounded sharply in November, 
gaining about 9%. Breadth improved—
10 of the 11 S&P 500 sectors posted 
positive returns for the month—only 
Energy was down modestly. The 10-year 
Treasury yield declined and helped drive 
double-digit returns from sectors like 
Information Technology, Real Estate, 
Consumer Discretionary, and Financials 
(chart below). 

The 10-year Treasury yield, which had 
spooked investors by rising above 5% in 
October, collapsed last month as the 

cooling inflation data rolled out, helping 
to boost sentiment for equities. Recent 
inflation and economic data could 
provide the Fed cover to end its 
tightening cycle, increasing the odds of 
a soft landing.  

About half of all bear markets overlap 
with recessions, and half do not. Back-
to-back non-recession bears are rare, 
but when they have occurred, they have 
been at least three years apart, so a soft 
landing would support the case for a 
continuation of the bull market. Macro 
risks heading into 2024 include the 
lagged effects of rate hikes, less fiscal 

stimulus, and tougher earnings 
comparisons. 

The sector model moved to a more 
cyclical bias during the month. Entering 
December, the sector model is 
overweight: Materials, Communication 
Services, Energy, and Consumer 
Discretionary. The model is neutral on 
Consumer Staples, Information 
Technology, Real Estate, and Utilities. 
The model is underweight the 
Financials, Industrials, Health Care, and 
Utilities sectors. All allocations are 
relative to the cash-adjusted 
benchmark. 





The Utilities sector’s allocation dropped 
and was downgraded to underweight. On 
a fundamental basis, indicators are mixed. 
Weak manufacturing, capacity utilization, 
and yields are partially offset by valuations 
and the copper/gold ratio, which are 
bullish for the sector. However, technicals 
weakened—four of the seven price-based 
measures are now negative, including 
price trends and relative breadth (chart 
right), which moved bearish during the 
month. 

The Financials sector’s allocation declined 
and remained at underweight. On a 
fundamental basis, four of six indicators, 
including economic surprises (chart left), 
are now bearish for the sector. Four of the 
seven price-based measures are negative, 
including price momentum, trend, and 
short-term volatility. 



The NDR Catastrophic Stop Sell model 
combines time-tested, objective 
indicators designed to identify high-risk 
periods for the equity market. On 
November 20, we increased equity 
exposure by 25% due to the model 
moving above 45% for two consecutive 
days, putting current equity exposure at 
75%. 

At the time, we noted that many of our 
shorter-term measures of sentiment 
and overbought conditions had moved 
to levels denoting excess risk for the 

near term. Those models and indicators 
have not yet pulled back, indicating that 
the market is still consolidating in 
advance of the next trend, whether it is 
a resumption of the upside or a reversal 
lower. We will deploy the remaining 
25% cash holding as sentiment eases or 
longer-term breadth thrust measures 
confirm the near-term signals. 

The sector model moved to a more 
cyclical bias during the month. Entering 
December, the sector model is 
overweight: Materials, Communication 

Services, Energy, and Consumer 
Discretionary. The model is neutral on 
Consumer Staples, Information 
Technology, Real Estate, and Utilities. 
The model is underweight the 
Financials, Industrials, Health Care, and 
Utilities sectors. All allocations are 
relative to the cash-adjusted 
benchmark. The sector model uses 
sector-specific indicators to determine 
opportunities and identify risks in an 
objective, weight-of-the-evidence 
approach. 
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