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•

U.S. Stocks: Despite unmet upside targets 3% to 7% above the market in the market leading
NASDAQ 100 and Russell 200 Indexes, most of our key near term metrics including secular
overhead resistance in the NASDAQ Composite Index, a near term top in the German DAX,
recently contracting ETF asset flows, and a 57‐year seasonal trend collectively warn of the US
stock market’s vulnerability to a correction this quarter. Bigger picture, however, we would
view a summer correction, amid the right conditions, as a potential longer term buying
opportunity.

•

US Market Sectors: . The most under‐invested sectors are, in order, 1) Materials, 2) Utilities
and 3) Energy. The most over‐invested are 1) Consumer Discretionary, 2) Health Care and 3)
Industrials.

•

US Interest Rates: Favorable conditions exist for a near term rise in the yield of the
benchmark 10‐Year Treasury Note to test the pivotal 2.21% area. A sustained rise above
2.21% would clear the way for an initial rise to 2.63%, and an eventual move back to 3.00%.

•

US Dollar: A near to intermediate term peak is emerging in the US currency, particularly
versus Europe, that is likely to have a positive effect on commodity prices this quarter.
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US Stock Market
Price & Trend (1): Small Cap, Technology Indexes Target Additional 3%‐7% Advance

The small cap Russell 2000’s February
resumption of its 2013 advance targets
an additional 7% rise to 1320 as long as
1213 holds as support.

Meanwhile, a similar but smaller pattern
in the NASDAQ 100 targets an additional
3% rise to 4600 as long as 4347 holds as
support.
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US Stock Market
Price & Trend (2): Broader NASDAQ COMP Testing 15‐Year High, Watch The Transports

The NASDAQ Composite Index, the broader
cousin of NDX, is negotiating secular
resistance at its 5133 March 2000 all‐time
high ‐‐ which warns of a correction.

Meanwhile, the Dow Transports are
struggling to remain above their 200‐day
MA. More weakness could be a leading
indicator of a broader correction.
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US Stock Market
Key Individual Stocks: BRK Vulnerable Now, But Bigger Picture Positive For CSCO

Berkshire Hathaway, positively correlated to
the S&P 500, is starting to break down
through major support. More weakness in
BRK would warn of a broader correction.

Cisco Systems, positively correlated to the
NASDAQ 100, targets an additional 11%
rise to $32.00 ‐‐ and can theoretically
correct all the way back to $25.70 first.
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US Stock Market
Momentum: May Be Peaking, Watch MROC

The MACD, a near to intermediate term
momentum metric, is turning downward
which suggests SPX is establishing a
significant peak.

However, a negative shift by SPX’s more
near term oriented 1‐month rate of
change would be necessary to confirm a
market decline is underway
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US Stock Market
ETF Asset Flows: Negative in Small Cap IWM and Broad Market SPY

The total net assets invested in IWM
contracted below their 21‐day moving
average on April 20th, indicating a monthly
trend of contraction that triggers declines.

Meanwhile, the assets invested in SPY
failed to expand back above their 21‐day
moving average, indicating the December
trend of overall contraction is intact. 6

US Stock Market
Volatility: Complacent Investors Warn Of An Emerging Correction

The VIX is rising from a complacent extreme
that has led pullbacks or corrections in the
S&P 500 over the past two years.

However, a sustained rise in the VIX, above
its 50‐day MA, is necessary to indicate
there is enough collective investor fear to
trigger another market decline.
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US Stock Market
Options Volume: Historically Low CBOE Put/Call Ratio Near Term Negative

The CBOE Put/Call Ratio is hovering at a multi‐year least bearish extreme, indicating
historically low put volume relative to call volume, which (as a contrary indicator) has
previously coincided with or led near term peaks in the S&P 500.
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US Stock Market
Intermarket Analysis (1): Unmet Upside Target In Japan Positive For The US

We have been bullish the Nikkei 225
since mid February and have captured a
13% rise on the way to our 21,200 target.

The positive correlation between the
Nikkei 225 and S&P 500 indirectly
supports more overall strength in the US.
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US Stock Market
Intermarket Analysis (2): FTSE 7100 Indirectly Warns Of A Correction In The S&P 500

The FTSE 100 met our 2013 upside target
of 7100 in mid April. Corrective declines
often begin after upside price targets are
met as investors take profits.

The long term positive correlation
between the FTSE 100 and S&P 500
suggests that as goes the London index,
so is likely to go the US broad market.
10

US Stock Market
Intermarket Analysis (3): Peaking DAX Warns Of An Emerging Correction In The US

The DAX declined below its 50‐day MA
(minor trend proxy) for the first time this
year, which indicates a minor top is in place
and targets a 4% decline to 11,000.

The positive correlation between the DAX
and S&P 500 indirectly warns of an
emerging correction in the US.
11

US Stock Market
Investor Sentiment: Near Term, Intermediate Term Negative

Open‐only customer call options are at a
one‐year high (most bullish) extreme that
has previously coincided with near term
US broad market peaks.

In addition, stock market newsletter
writers are hovering at a most bullish
extreme that is characteristic of
intermediate term US market peaks.
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US Stock Market
Overbought/Oversold: Near Term, Intermediate Term Negative

SPX is retracting from monthly overbought
extremes that have either coincided with or
led every near term peak during the past
year.

Meanwhile, higher highs in SPX established on
lower lows in this quarterly overbought
/oversold metric warn of an emerging
intermediate term peak.
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US Stock Market
Market Breadth: Near Term Positive, Intermediate Term Negative

The percentage of DJTA stocks trading above Bigger picture, however, the percentage of DJTA
their 50‐day MA is rebounding from a low
stocks trading above their 200‐day moving
extreme that has previously coincided with
average is contracting even as the average
minor US stock market bottoms.
continues to rise. This warns of a larger decline.
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US Stock Market
Seasonality: A Weak May Kicks Off A Decline Into September

May is the 5th seasonally weakest month
of the year in the S&P 500 since 1957. It
represents a sharp one‐month seasonal
decline from April, the 2nd strongest
month, and leads into the 2nd weakest
month of the year in June.

This chart shows that the first 3 weeks of
May are the 6th, 5th, and 2nd weakest of
the entire 2nd Quarter.
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US Stock Market
Asbury Research’s Correction Protection Model: Be Invested and Protected

• Purpose & Key Features:

The CBOT 10‐Year Treasury Note’s early March
rebound from 125‐24 keeps our 131‐12 upside
target intact, which equates to an additional
2% rise in long dated Treasury prices.

•The model is a defensive hedge against market corrections
and bear markets that can decimate investor portfolios.
•The model utilizes 4 quantitative inputs.
•The model uses the S&P 500 as a proxy for the market.
•The model is binary: either in the market or out of it. There
are no short positions, leveraged longs, or hedging via
derivatives.
•The model was designed to: 1) be in the market as much as
possible, 3) exit on meaningful declines, and 4) quickly re‐
enter as soon as a positive trend has been reestablished.
•Since 2007, the model has been in the market 74% of the time
•Since 2007, the model has averaged 3.9 signals per year or
approximately 1 per quarter.
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US Stock Market Sectors
Investor Assets Are Moving Into Energy, Out Of Financials

Asbury’s sector rotation model is currently
overweight Materials (March 2nd) and
Energy (April 20th), and underweight
Financials (January 16th), Consumer Staples
(March 9th), Industrials (March 30th) and
Technology (April 13th).

The green highlights show the biggest
inflow of ETF‐related investor assets over
the past 1 month and 3 month periods has
been into Energy. The red highlights show
the biggest outflow of assets over the past
1 week and 1 month periods came from
Financials.
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US Stock Market Sectors
Materials, Utilities Under‐Invested. Consumer Discretionary, Health Care Over‐Invested.

This chart shows the historic daily average
distribution of assets invested in the 9 Sector
SPDR ETFs since the series began in May 2006.

This chart shows the current distribution of
these assets through April 24th. The most under‐
invested sectors are, in order, 1) Materials,
Utilities and Energy. The most over‐invested are
1) Consumer Discretionary, 2) Health Care, and
3) Industrials.
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US Interest Rates
A Near Term Peak (At Least) Emerging In Long Dated Treasury Prices

The CBOT 10‐Year Treasury Note’s late April
breakdown from weeks of sideways indecision
targets an initial decline to 127‐12 and warns
that a more sustainable peak may be in place.

Meanwhile, the total net assets invested in the
iShares 20+ Year Treasury Bond ETF have been
contracting since mid April, which initially
triggered and is now fueling this decline.
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US Interest Rates
A Rise Above 2.21% In 10‐Year Yields Opens The Door For A Much Larger Move

More near term weakness in the 10‐Year Note
should push yields towards 2.21%, a major
decision point. A sustained rise above it would
confirm a bottom at 1.66% and target 2.63%.

Despite their recent rise, 10‐Year yields are still
near 100‐year lows and 265 basis points from
their 4.70% monthly average since 1900.
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The US Dollar
At Least A Near Term Top Is In Place, Which Should Help Commodity Prices

The US Dollar Index’s inability to resume its
2015 advance during April indicates that a near
term peak is in place and clears the way for an
additional 5% decline to 90.54.

The recent breakdown in the greenback
coincided with a rebound from secular support
in Euro/US Dollar, which could trigger even
more Dollar weakness during Q2 2015.
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