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Summary 
 

 Equity markets have been on a long positive run – a much longer than the historic average 18 

months without a correction 

 Trendrating has recently been issuing a higher number of downgrades in absolute terms, as 

well as relative to upgrades, thus raising warning flags about the direction of equity markets 

 To protect from damaging negative returns, investors are advised to use Trendrating to 

monitor their portfolios and watch lists for securities in negative momentum 
 

Global Equities have had a great run, with many indices hitting new all-time highs in 2017. Markets have now 

gone 18 months without a correction.  

 

 

Figure 1 above, displays the magnitude of the most recent bear phases that have been recorded in the S&P 500. 

We typically observe a bear phase every year or so. Historically, the average price correction for a bear phase 

has been   -14%. Now after 18 months of uninterrupted price rise, the risk of a bear phase is relatively high. 

 Trendrating is designed to promptly identify trend reversals and to contribute towards a more effective 

risk control strategy 

 Our model measures and rates price momentum of medium-to-long term trends. Over the last few weeks 

a number of momentum metrics recorded a deterioration that may indicate a pending price correction 

phase: 

 

1. Increasing number of downgrades vs. upgrades on a global scale: 

As we can see from Figure 2, the proportion of issued negative ratings in global equities is accelerating. 

Last week alone, 362 downgrades were issued globally. 

Figure 1: Source: https://www.yardeni.com/pub/sp500corrbear.pdf 
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Figure 2: Accelerating downgrades in global equity 

 

Figure 3: Regional Analysis: Proportion of issued momentum ratings 

Figure 3 highlights that the proportion of issued downgrades has increased for almost all regions when 

we compare ratings issued over the last month to those issued over the last week. We also see that 

Developed EMEA is the most downgraded region. 

More information on these momentum shifts for sectors/ countries/ regions, etc. is available in the 

Markets tab on the Trendrating Performance Management platform. 

2. Decreasing percentage of positively rated stocks in key markets: 

 

Table 1: Proportion of positively trending securities 

As we can see from Table 1 above, there have been some significant drops in the proportion of positively 

trending securities (those rated A and B in the Trendrating model) in various markets. The proportion of 

securities in the US that display positive momentum is down to 70%; a significant drop from the 81% in 

Regions Current Mar-17

DM - EMEA 79% 86%

US 70% 82%

EM - Asia 70% 81%

DM - Americas 68% 79%

EM - EMEA 65% 83%
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positive momentum in March. Similarly, the proportion of securities with positive momentum in Developed 

Europe is down to 79% from 86% in March. 

As we continue to experience a substantial flow of momentum downgrades on a daily basis , across markets and 

sectors, we recommend that our clients dedicate more time to a systematic control of risks. Using Trendrating, 

customers can monitor events at 3 levels : 

1. Daily alerts (“Alerts” tab and Daily Emails) 

2. The evolution of momentum in the markets and sectors of interest (“Markets” tab) 

3. The PMR (Portfolio Momentum Rating) of portfolios (“Portfolio Analysis” tab). Portfolios with a PMR below 

B+ have a tendency to underperform . The PMR can deteriorate quickly on a weekly basis and may require 

prompt adjustments 

 
 
 
 

For more information, contact us at info@trendrating.net 
 
 

 

 

 

 

 

 

 


