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Source:Source:   FTSE Russell

2024-12-31 Actual = 9.29% 
Prior to 1984 chart uses S&P 500 reported earnings Source:Source:   S&P Dow Jones Indices

2024-12-31 Actual = 0.87% 
Shaded Area Indicates S&P Estimated Earnings Used Source:Source:   S&P Dow Jones Indices

Quarterly Data 1978-12-31 to 2025-12-31

Growth/Value Total Return Ratio vs. Y/Y S&P 500 Operating Earnings Acceleration

Russell Total Return GPAs ( 1978-12-31 - 2025-12-31 )

When Change in S&P 500

Earnings Growth Rate is:
Ratio Growth TR Value TR % of Time

Above 0% -2.55 7.33 10.15 44.33

0% and Below 2.81 15.96 12.79 55.67

Buy/Hold 0.40 12.06 11.61 100.0

Russell 1000 Total Return Growth/Value Ratio (2025-03-31 = 134.59)

S&P 500 Operating Earnings Y/Y Change (2025-12-31 = 13.67%)

Change in S&P 500 Operating Earnings Y/Y Growth Rate (Earnings Acceleration)(2025-12-31 = 4.39%)

Slightly more 
downward revisions 

would mean EPS 
deceleration

U.S. Market Update
After being in bear market territory in April, 
the S&P 500 Total Return Index continued to 
rally off its lows and was up 6.3% in May. Sec-
tor breadth improved sharply—10 of the 11 
S&P 500 sectors had positive returns during 
the month. Leadership favored Growth Cy-
clicals vs. Value sectors. Health Care had the 
worst return, dropping more than -5% in May.

The rally off the April 21 retest continues to 
impress from a technical perspective. The 
five-week total of NYSE advances minus de-
clines is the latest breadth thrust indicator to 

fire, bringing the total in our Breadth Thrust 
Watch Report to seven. Five has been the key 
threshold historically, so the latest breadth 
thrust is additional confirmation that the mar-
ket has completed the four-step bottoming 
process.

Consensus estimates imply that S&P 500 op-
erating EPS growth will accelerate from 9.3% 
in CY24 to 13.7% in CY25. However, consen-
sus has consistently proven to be too opti-
mistic, with S&P 500 EPS growth a median of 
8% points too high one year ahead, on aver-

age. Second-half estimates appear especially 
vulnerable considering the potential for tariffs 
to hit profit margins. The net result is that 
earnings growth could decelerate in 2025, to 
the benefit of Growth stocks (chart below).

The sector model had some changes but 
maintained mixed leadership. Entering June, 
Consumer Discretionary, Consumer Staples, 
Communication Services, Financials, and Utili-
ties are above benchmark weight. Information 
Technology, Real Estate, Materials, Energy, 
and Industrials are below benchmark weight. 
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The Consumer Discretionary sector’s alloca-
tion is above benchmark weight. Fundamentals 
lean bullish. During the month, earnings sur-
prises (chart right) joined bullish readings from 
housing starts, consumer credit conditions, 
and relative forward P/E. However, the 30-year 
Treasury yield remains bearish for the sector. 
Technicals are confirming as five of the six 
price-based indicators are now at bullish levels 
for the sector—intermediate trend, breadth, 
deviation from trend, and momentum.
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Daily Data 2022-05-31 to 2025-05-30

Improving Relative Strength Trend is Bullish for the S&P 500 Communication Services Sector
S&P 500 Communication Services / S&P 500 ex. Communication Services 5-Day Moving Average  (2025-05-30 = 95.21)

S&P 500 Communication Services / S&P 500 ex. Communication Services 63-Day Moving Average  (2025-05-30 = 92.96)

The Communication Services sector’s alloca-
tion is above benchmark weight. On a funda-
mental basis, indicators lean bullish. During the 
month, earnings revision breadth joined bullish 
readings from the 10-2 yield curve, relative 
sales growth trends, and the sector’s option-
adjusted spreads. However, relative earnings 
yield and internet vs. retail sales trends remain 
bearish. Furthermore, techncials are mixed—
three of six indicators are at positive readings 
for the sector. During the month of May, the 
sector gained 9.6% and the sector’s relative 
strength trend flashed a bullish signal with the 
5-day moving average crossing above the 63-
day moving average (chart left).
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Weekly Data 2022-05-27 to 2025-05-30

Improving Earnings Surprises is Bullish for the S&P 500 Consumer Discretionary Sector
S&P 500 Consumer Discretionary Earnings Surprise 4-Week Point Change (4-Week Front-Weigh… (2025-05-30 = -4.51%)

+1.00 Rolling 52-Week Standard Deviation (2025-05-30 = 4.36%)

-1.00 Rolling 52-Week Standard Deviation (2025-05-30 = -5.05%)



The Energy sector’s allocation is below bench-
mark weight. On a fundamental basis, indica-
tors are mixed. Crude oil prices (chart right), 
days of supply, and median cash flow yield are 
bearish for the sector. However, the world rig 
count and U.S. Dollar are bullish, while oil fu-
tures sentiment is neutral. Technicals are weak 
as five of the six indicators are bearish—trend, 
momentum, volatility, and breadth. During 
the month, an overbought/oversold measure 
moved to a bullish level. 

The Industrials sector’s allocation is below 
benchmark weight. On a fundamental basis, 
indicators lean bearish with six of seven at 
negative levels for the sector. During the 
month, a weakening CRB Index (broad com-
modity index) flashed a bearish signal (chart 
left) joining negative readings from valuation 
measures (median cash flow and sales yield), 
oil futures prices, consumer confidence, and 
U.S. industrial production. However, technicals 
are mixed—two of the six price-based mea-
sures are at bearish levels such as trend and 
a breadth measure, while one is neutral and 
three are bullish.

Summary
The sector model had some changes but 
maintained mixed leadership. Entering June, 
Consumer Discretionary, Consumer Staples, 
Communication Services, Financials, and Utili-
ties are above benchmark weight. Information 
Technology, Real Estate, Materials, Energy, and 
Industrials are below benchmark weight. 
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Source:Source:   Commodity Research Bureau, www.crbtrader.com

Daily Data 2022-05-31 to 2025-05-30Weakening CRB Index is Bearish for the S&P 500 Industrials Sector
CRB Index 63-Day Rate-of-Change % (126-Day Front-Weighted Moving Average)(2025-05-30 = 0.65%)

+0.25 Rolling 756-Day (3-Year) Standard Deviation (2025-05-30 = 2.60%)

-0.25 Rolling 756-Day (3-Year) Standard Deviation (2025-05-30 = 0.08%)
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Daily Data 2022-05-31 to 2025-05-30Weak 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) (2025-05-30 = -8.84%)



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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