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About Asbury Research
Research, Methodology & Clientele
•

Our Research: Asbury Research, established in 2005, produces unique and proprietary technical, quantitative and
behavioral financial market research for professional investors. We help our clients to navigate the investment
seas on a daily, weekly and monthly basis ‐‐ charting a course, and changing direction when necessary, to
maximize returns and minimize portfolio risk Our research focuses on the US stock market and market sectors,
US interest rates, the US Dollar, and economically influential commodities like copper ,crude oil and gold, but
our scope is global as it integrates a broad spectrum of non‐US asset prices that are statistically correlated to our
domestic markets. This intermarket component of our research more comprehensively and correctly reflects
global market conditions, which results in more forward looking and accurate investment strategies.

•

Our Methodology: Our analysis is derived from a comprehensive list of strategic inputs including investor asset
flows, intermarket relationships, market volatility, investor sentiment, seasonality, price patterns and trend
analysis, market breadth, and relative performance, all which are geared toward determining upcoming market
direction 1‐2 quarters in advance. We then implement a conservative, consistent and repeatable tactical
methodology to generate entry and exit points within that larger strategic bias.

•

Our Clients: The typical Asbury Research client is a portfolio manager, hedge fund, or Registered Investment
Advisor. However, our macro scope and breadth of financial assets covered has attracted a diverse clientele that
includes corporate investment committees, money center banks, and Commodity Trading Advisors.
In 2016 we will be expanding our business to include services for individual investors. Contact Us for details.
1

About Asbury Research
John Kosar, Director of Research

John, a 30‐plus year veteran of the US financial markets, spent the first half of his career on the
trading floor of the Chicago futures exchanges ,where he had the opportunity to learn how
the financial markets work from the inside out while being directly involved with many different
types of financial assets. This experience, early in his career, became the foundation for the
unique analysis, insight, and global intermarket perspective that defines Asbury Research.
John is frequently quoted in the media and regularly appears on financial television. He was
awarded the Chartered Market Technician (CMT) designation in 1999, is a former Vice President
of the Market Technicians Association (MTA), and served on the MTA’s Board of Directors
between 2002 and 2006.
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Last Year’s Webinar In Review: Will The Bull Market Continue?
Executive Summary: February 19th 2015
•

U.S. Stocks: Emerging breakouts from months of sideways indecision in several major US stock indices
amid positive price momentum, expanding ETF asset flows, low volatility, narrowing corporate bond
spreads, favorable investor sentiment and market breadth, and 57 years of seasonality data collectively
suggest the potential for an additional 3% to 7% rise in the US broad market between now and April
before several longer term metrics potentially combine to help trigger a summer correction.
The S&P 500 rose by an additional 2% to 2135 by May 2015 before collapsing by 12% during July and
August.

•

US Interest Rates: A sustainable bottom appears to be in place at 1.68% in the yield of the benchmark US
10‐Year Treasury Note. A rise above 2.15% would clear the way for a move to 2.35%.
10‐Year yields rose as expected, by an additional 43 bps to 2.50%, before declining back to 2.00% by
October.

•

Copper Prices: An intermediate term, 1‐2 quarter bottom appears to be emerging in this global economic
bellwether.
Copper prices rose as expected, by an additional 13% into the May highs, before collapsing into year end.
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This Year: Finding The Best 2016 Opportunities
From The 2015 Doldrums
Executive Summary: January 13th 2016
•

•

•

•

U.S. Stock Market: Recent breakdowns below 3 to 7 year bullish trends in the Dow
Industrials, and in indexes/stocks representing key areas of the US economy including Retail,
Housing, and Transportation as well as in positively correlated overseas markets including
China, Japan and Europe warn that a 1‐2 quarter US broad market decline is emerging. More
weakness in the Dow Transports, Russell 2000, and in Exxon Mobil (XOM) would confirm.
Bigger picture, early 2016 weakness could set the stage for a better, more sustainable one to
several quarter buying opportunity later on this year.
Size & Style: Once there is evidence of a sustainable market bottom, small cap stocks appear
likely to provide the best bang for the buck. The 2015 trend of relative outperformance by
growth stocks remains intact and is likely to continue until long term interest rates begin to
rise.
Sectors: Our own asset flow‐based metric indicates that the most under‐invested sectors of
the S&P 500, and those with the most 2016 upside potential, are Materials, Utilities and
Energy.
Commodities: Gold is amid favorable conditions for at least a near term rebound, and
potentially a more investable 1‐2 quarter advance.
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US Stock Market
Price & Trend (1): Tech’s Inability To Make New Highs Led A Breakdown In Blue Chips

6 failed attempts during 2015 by the
NASDAQ Composite to establish a new
high was an early indication of
upcoming US broad market weakness.

Last week the Dow Industrials declined
below its 2009 uptrend at 16,865, which
now becomes resistance. This could be
the beginning of a much deeper decline.
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US Stock Market
Price & Trend (2): Transportation & Small Cap Stocks Threatening A Similar Breakdown

Meanwhile, the Dow Transports are also
edging below their 2009 uptrend line at
6970. This is more evidence of a major
decision point in the US stock market.

Even the small cap Russell 2000 is testing
its 2009 uptrend line at 1035. These key
levels are the probable starting point of
the next 1‐2 quarter trend.
6

US Stock Market
Price & Trend (3): Watch The Market’s Reaction To These Broad Market Support Levels

Here are the next 4 underlying support levels in the broad market S&P 500, which is
still well above its 2009 uptrend line. A breakdown through one level often clears the
way for a deeper decline to the next level.
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US Stock Market
Key Individual ETFs /Stocks (1): Retail, Housing Sectors Also Breaking Major Support

The Retail Sector ETF broke its 2008
uptrend last week and targets an
additional 4% decline to $40.00.
Positively correlated to the S&P 500.

The PHLX Housing Sector ETF broke its 2011
uptrend last week as well as its May 2013
high, clearing the way for more weakness.
Also positively correlated to the S&P 500.
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US Stock Market
Key Individual ETFs /Stocks (2): Transportation, Energy Sectors Also Breaking Down

Norfolk Southern Corp, a transportation Exxon Mobil, another economic bellwether
sector bellwether, is also breaking its 2009 which is positively correlated to the S&P 500
uptrend. Yet another key cog of the US
and sometimes to crude oil prices, is
economy is breaking major support.
threatening to break its 2002 uptrend.
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US Stock Market
Momentum: Near Term Negative Since December

The S&P 500’s 1‐month rate of change has been negative since December,
indicating bearish near term momentum in the US broad market that
previously coincided with the August‐September 2015 decline.
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US Stock Market
ETF Asset Flows: Negative In S&P 500 SPDR (SPY), Power Shares QQQ ETFs

The total net assets invested in SPY
declined below their 21‐day moving
average on Jan 1st, indicating a trend of
monthly contraction like Jly‐Sep 2015.

A monthly contraction of assets started
sooner in QQQ, on Dec 8th, fueling the
current decline in the NASDAQ 100 ‐‐ just
as occurred during Aug‐Sep 2015. 11

US Stock Market
Corporate Bond Spreads: Near Term Negative

High yield corporate bond spreads have been widening since November 11th, indicating
increasing credit/repayment risk that has historically been negative for stock prices .
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US Stock Market
Volatility: Near Term Negative, Intermediate Term Positive

A 20.00‐or‐higher VIX has coincided with
or led every intermediate term bottom
in the S&P 500 during the past 2 years.

However, a sustained decline back below
the VIX’s 50‐day moving average at 17.75
is necessary to trigger / fuel the next rally.
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US Stock Market
Intermarket Analysis (1): Secular Trend Change In China Is Negative For The US

The Hong Kong Hang Seng Index broke its
2008 uptrend in October, and is now
beginning a new major downtrend.

The long term positive correlation
between the Hang Seng and S&P 500
suggests that as goes the Chinese index,
so is likely to go the US broad market.
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US Stock Market
Intermarket Analysis (2): Japan Also Warns Of More Weakness In The US

The Nikkei 225 Index broke its Nov 2012
uptrend this month, indicating that a
peak is in place at the August 2015 highs
and warning of more weakness.

The long term positive correlation
between the Nikkei 225 and S&P 500
suggests that as goes the Japanese index,
so is likely to go the US broad market.
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US Stock Market
Intermarket Analysis (3): Weakness In Europe Is Bad News For The US

3 failed attempts to regain the FTSE 100’s
Aug 2011 uptrend, after breaking down
below it in October, targets an additional
5% decline to 5700.

The long term positive correlation
between the FTSE 100 and S&P 500
warns of upcoming similar, coincident
weakness in the US broad market.
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US Stock Market
Investor Sentiment: Near Term Positive, Intermediate Term Negative

Individual futures traders have reached
historic least bullish extremes on SPX that
have previously coincided with near to
intermediate term market bottoms.

However, brokerage/advisory firms are just
starting to decline from a sustained stay at
most bullish extremes that resembles the
period that preceded the 2008 decline.
17

US Stock Market
Market Breadth: Near Term, Intermediate Term Positive

The percentage of NYSE Composite stocks
trading above their 50‐day MA has reached a
washed‐out extreme that has historically
preceded near term market bottoms.

Meanwhile, the percentage of these stocks
trading above their 200‐day MA has also
reached a washed‐out extreme that has
coincided with intermediate term bottoms.
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US Stock Market
Seasonality: A Weak January-February Leads Into A Strong March-April

January, the 6th seasonally strongest
month of the year in SPX since 1957,
represents of the first of a two‐month
decline into February, the 4th weakest
month, which precedes a strong
March‐ April rebound.

This chart shows that the first week of
January is the strongest of the entire 1st
Quarter, and that the middle two weeks
of January are the 4th and 2nd weakest of
the quarter.
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US Stock Market
Asbury Research’s Correction Protection Model: Be Invested and Protected

• Purpose & Key Features:
•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 4.1 signals per year or
approximately 1 per quarter.
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The US Stock Market
Size: Under‐Loved Small Cap Poised For Relative Outperformance

This chart plots the S&P 600 ETF (IJR) in the upper panel, the daily relative
performance of IJR vs. the S&P 1500 ETF (ITOT) in the middle panel, and
quarterly momentum in the relative performance line in the lower panel. This
metric shows that small cap is quarterly oversold versus the benchmark and
amid favorable conditions for upcoming 2016 relative outperformance.
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The US Stock Market
Style: Growth’s 2015 Outperformance Trend Remains Intact

This chart shows that S&P 500 Growth has maintained a quarterly trend of
relative outperformance versus the broader market over the past year, and
appears to be resuming that trend now.
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US Stock Market Sectors
Investor Assets Moving Into Consumer Staples, Out Of Financials

Our sector rotation model is currently
overweight Utilities (January 11th) and
Health Care (January 4th ) and
underweight Consumer Discretionary
(January 11th ).

The green highlights show the biggest
inflow of ETF‐related investor assets over
the past 1 week and 1 month periods has
been into Consumer Staples.
The red highlights show the biggest
outflow of assets over these same two
periods came from Financials.
23

US Stock Market Sectors
Materials, Utilities, Energy 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 January 8th. The
most under‐invested sectors are, in order,
1) Materials, 2) Utilities and 3) Energy.
The most over‐invested are 1) Consumer
Discretionary and 2) Health Care.
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US Interest Rates
Higher Rates Likely In 2016, But Beware Of Yield Curve Flattening

As long as the 2.10% to 2.00% area holds
in the yield of the 10‐Year Treasury Note,
we expect yields to eventually rise to
2.82% later on this year.

The risk is further, sustained flattening
below 121 bps in the 2s/10s curve, which
would indicate that the bond market is
pricing in more economic weakness.
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Gold
Commercial Hedgers, Improving ETF Asset Flows Indicate Opportunity

Commercial hedgers are at an historic
“least hedged” extreme in gold that
identifies $1045 per ounce as a value
area according to the “smart money”.

A new trend of monthly expansion in the
total net assets invested in the SPDR Gold
Trust ETF suggests that a sustainable new
advance may be beginning now.
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We are expanding our business in 2016 to include services for individual investors.
Contact Us to request further Information.

Contact Us:
Phone: 1‐888‐960‐0005
1‐224‐569‐4112
Email: info@asburyresearch.com
On The Web: http://asburyresearch.com/contact/
Twitter: @asburyresearch

