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Weekly Update: 
 

 Weekly summary of portfolio performance laid out in detail on pages 4 and 5.  Highest performing 
stock was CYBR (+7.14%) over the prior week, weakest was SWK (-11.45%). 

 On a macroeconomic level, the 4 week average of initial unemployment claims was down 3.48%, while 
manufacturer’s new orders were up 0.76% from the prior month (full listing of leading, coincident, and 
lagging indicators on pgs 6 and 7) 

 S&P total return index (SPXT) is currently below its 200 day moving average, but showing increasing 
momentum, leading me to consider long opportunities.  In general however, I use the SPXT as a trend 
filter and will refrain from adding long positions if current prices are below the 200 day MA. 

 Global market performance: 

 
 Current sector rotation (RRG), relative to the S&P 500 

 

1 Week Performance Futures
S&P (SPX) -1.01% -0.35%
NASDAQ (COMPX) -1.00% -0.45%
Nikkei (NI) -0.34% -0.63%
FTSE (FTSE) -3.21% -0.23%
USD/JPY -0.29% 0.02%
EUR/USD 0.55% -0.03%
WTI (OILSW) -3.36% 0.35%
Brent (OILBR) -4.42% 0.30%
Natural Gas (NG2Spot) -16.40% 0.38%
Copper (HG2Spot) -1.43% 0.30%
Gold (GC2Spot) 1.60% -0.04%
Soybeans (S2Spot) 0.71% -0.32%

Ticker Sector Quadrant
XOP E&P Leading
XLI Industrials Leading
XLF Financials Leading
XLV Healthcare Improving
XLRE Real Estate Improving
XLK Technology Improving
XLY Consumer Disc Weakening
XLE Energy Weakening
XLU Utilities Lagging
XLP Consumer Staples Lagging
XLB Materials Lagging
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Thoughts on sector rotation: 
 

 While the XOP is currently leading the S&P 500 on a relative basis, it doesn’t seem far off from moving 
into the “weakening” quadrant, which fits, given that the Energy sector is already there.  Additionally, 
both Consumer Staples and Utilities look poised to move from lagging to improving, which to me 
signals a note of overall caution in the market, as well a target sectors for long ideas. 

Trade idea (System 2*: description on page 7, chart on page 8): 
 

 Newell Brands (NWL). Potential long candidate.  
 Global design and manufacture of consumer/commercial products. Broad range of products, with 

Rubbermaid likely to be the one to ring a bell first. 
 Other business segments include Writing (Papermaid), Appliances, Outdoor and Recreation, Baby, 

Home Fragrance, Food, and Home Security (First Security, OneLink).  
 On a technical basis, price lies between the 20 and the 50 day moving averages, while the 14 period RSI 

has moved higher as well. 
 Prices had previously been in a steady decline from $52 per share back in May of 2017. Momentum 

(RSI) began to show bullish divergence between August and November of 2018. Also detect the 
potential for a crossover of the 10 and 100 day MA's.  

 Moving a level higher to the weekly chart shows the same signal, i.e. bullish divergence and increasing 
momentum. 

 Should the thesis be incorrect, I would look to exit the trade at $18.68 per share which equates to a 
$2.30 per share loss.  The $2.30 per share is equivalent to 2.5x the average true range ($0.92) for NWL 
shares. 

 On a fundamental basis, NWL has a 20.1% 5 yr CAGR specific to revenue growth, and 17% CAGR's 
specific to EBITDA and Gross Profit, respectively.  I’m not in love with the balance sheet, as the 61% 
Debt to Capital ratio is above my general 50% comfort level.  The 159% Debt to Equity ratio is 
substantially above my comfort threshold. However, NWL appears to be generating enough EBITDA to 
cover their interest expense/obligations. 
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Trade System Descriptions* 
 

 System 1: Momentum ranking while accounting for volatility.  Basket of stocks are ranked based on 
their momentum over the last 90 days (using the exponential regression). That number is annualized 
and then subsequently multiplied by the R2 (coefficient of determination),in order to penalize stocks 
for excessive volatility.  Goal is to locate stocks with strong, steady momentum 

 System 2: Retracement while in a primary trend.  For long ideas, the goal is to identify names that have 
been moving higher, but have recently pulled back slightly.  I look for stocks whose current price likes 
below the 20 day moving average, but above the 50 day moving average, while momentum (14 period 
RSI), is pointing higher as well.  

 System 3: Moving average crossover.  Basic system attempting to capture a stock poised to breakout.  
Can use a 10 day MA crossover above the 100 day MA, 20 above the 50, 50 above the 200, etc… 
depending on risk tolerance. 
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