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Rising interest rates catalyst for stock pullback.
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...but market had gotten overbought and narrow.
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Weekly 7/03/1980 - 10/12/2018 (Log Scale)

NH NH

NH

NH

NH

NH
NH NH NH

NH
Leading Tendencies* of NYSE New 52-Week Highs

(15 Cases)

Median Lead Time = 40.0 Weeks
Mean Lead Time = 52.6 Weeks

*Stats based on peaks in new highs during
2nd half of NDR-defined bull marketsShading = NDR-Defined Bear Market Source: S&P Dow Jones Indices117

143
175
215
263
322
394
482
590
721
883

1080
1321
1616
1977
2418
2957
3618

117
143
175
215
263
322
394
482
590
721
883

1080
1321
1616
1977
2418
2957
3618

1040

213

1008
731

300

663 614

1129
834

668
830 925

616 676

398

942
770

1516

336

1607

1116 10341132

475

164

997

539

1284

2801

245

1510

681
813

1456
1185

596
356

566516

272

706

654

243

645
857

421

122

405 470
324

224

923

428

83
211

590

232

390

237

763

402

606

209
326

747

10/12/2018 = 93 New Highs

10/12/2018 = 870 New LowsSource: Barron's Newspaper-3600
-3025
-2500
-2025
-1600
-1225

-900
-625
-400
-225
-100

-25
0

25
100
225
400
625
900

1225
1600

-3600
-3025
-2500
-2025
-1600
-1225

-900
-625
-400
-225
-100

-25
0

25
100
225
400
625
900

1225
1600

19
81

19
82

19
83

19
84

19
85

19
86

19
87

19
88

19
89

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

S&P 500 Index

NYSE New 52-Week Highs & New Lows
 Copyright 2018 Ned Davis Research, Inc.  Further distribution prohibited without prior permission.  All Rights Reserved.

.www.ndr.com/vendorinfo/. For data vendor disclaimers refer to www.ndr.com/copyright.htmlSee NDR Disclaimer at 
©



NED DAVIS RESEARCH GROUP 3Please see important disclosures at the end of this report.  

Midterm years are the weakest of the four, on average.
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S01642

Dow Industrials Four-Year Presidential Cycle
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S01642

Dow Industrials Four-Year Presidential Cycle
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Recession risks remain low in U.S.

RECESSION WATCH REPORT

Indicator

Key 
Recession 

Level
Current 

Level

Median 
Lead Time to 
Peak/ Trough 
to Recession

Median Months 
Since Recent 
Peak/ Trough  

in Current Cycle

NDR Recession Probability Model1 50 1.4 11 3

Breadth of Philly Fed State Leading Indexes2 70 94 13 1

NDR Economic Timing Model2 0 22 9 0

NDR Composite Leading Index2 -2.6 3.3 9 0

National Financial Conditions Index1 0.9 -0.9 8 0

Initial Claims for Unemployment Insurance (4-wk Avg)1 500 209.5 8 1

Conference Board's Consumer Confidence Index2 63.2 138.4 11 0

Conference Board's Business Confidence Index2 43 55 21 6

ISM Manufacturing Index2 48.0 59.8 11 2

ISM Non-Manufacturing Index2 51.4 61.6 16 0

1Reaching a trough before a recession
2Reaching a peak before a recession

Ned Davis Research, Inc. ECON_20A.RPT

RECESSION AND NON-RECESSION  
CYCLICAL BEAR MARKETS

Metric
Recession  

Bears
Non-Recession 

Bears

% Change -29.7 -18.0

# Months 24.4 6.8

Ned Davis Research, Inc. T_203.RPT (excerpt)

LITTLE 
EVIDENCE OF 
RECESSION
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U.S. outperformance has led to overvaluation.

© Copyright 2018 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All Rights Reserved.
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ICS_25.RPT_US

MSCI U.S. Index Price/Earnings Monthly Data 1969-12-31 to 2018-09-30 (Log Scale)
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ICS_25.RPT_US

MSCI U.S. Index Price/Earnings Monthly Data 1969-12-31 to 2018-09-30 (Log Scale)

63
79

100
126
158
200
251
316
398
501
631
794

1,000
1,259
1,585
1,995
2,512
3,162

63
79

100
126
158
200
251
316
398
501
631
794

1,000
1,259
1,585
1,995
2,512
3,162MSCI U.S. Index

Source:  MSCI

2018-09-30 = 2775.5
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ICS_25.RPT_WIUS

MSCI World ex. U.S. Index Price/Earnings Monthly Data 1970-01-31 to 2018-09-30 (Log Scale)
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ICS_25.RPT_WIUS

MSCI World ex. U.S. Index Price/Earnings Monthly Data 1970-01-31 to 2018-09-30 (Log Scale)
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For yearend rally, watch for less selling pressure...

Daily 10/11/2016 - 10/12/2018 (Log Scale)

(S54A)

S&P 500 Index 10/12/2018 = 2767.1

Source: S&P Dow Jones Indices, Ned Davis Research, Inc.2119
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NDR Multi-Cap Institutional Equity Series Declining Volume / Advancing Volume (Log Scale) 10/12/2018 = 0.40
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...and leadership shift from defensive to cyclical.
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UIP802M

SHUT Index Around Mid-term Elections
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UIP802M

SHUT Index Around Mid-term Elections
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11 Mid-terms elections since 1972

SHUT Index is an equal weighted index of Consumer Staples,
Health Care, Utilities and Telecommunication Services.

S&P Dow Jones Indices converted Telecom to an industry in the
Communication Services sector on 2018-09-21. Prior data is an NDR estimate.
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Ned Davis Research, Inc. (NDR), any NDR a�  liates or employees, or any third-party data provider, shall not have any liability for any loss sustained by anyone who has relied on the information 
contained in any NDR publication.   In no event shall NDR, any NDR a�  liates or employees, or any third-party data provider, be liable to any party for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost pro� ts 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.

NDR’s reports re� ect opinions of our analysts as of the date of each report, and they will not necessarily be updated as views or information change.  All opinions expressed therein are subject to 
change without notice, and you should always obtain current information and perform due diligence before trading. NDR or its a�  liated companies or their respective shareholders, directors, o�  cers 
and/or employees, may have long or short positions in the securities discussed in NDR’s publications and may purchase or sell such securities without notice.

NDR uses and has historically used various methods to evaluate investments which may, at times, produce contradictory recommendations with respect to the same securities. When evaluating 
the results of prior NDR recommendations or NDR performance rankings, one should also consider that NDR may modify the methods it uses to evaluate investment 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 re� ect 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 re� ect actual historical recommendations, 
and that investment models are necessarily constructed with the bene� t of hindsight.  Unless speci� cally noted on a chart, report, or 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 re� ect 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�  culties and their e� ectiveness has signi� cant 
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 � ts 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 re� ects 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 speci� c 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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