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The Big Small-Cap View: Buy on weakness.  R2000 is near-term overbought after rising 17 of the 

last 19 days and cresting key 650 resistance.  Consolidation will likely retest and affirm 650 breakout.  

Next resistance levels are at 675 and 688.  705 '10 target is 6% away and within striking distance.   

¶ Sector rotation: Materials indecision continues while Energy is regaining momentum 

particularly on the E&P side.  Financials and Technology manifest surging momentum as both are 

now in the gridôs green ñattractiveò area joining leadership sector Consumer Discretionary.  

Defensives Staples, Health Care and Utilities  deteriorated.  Industrials  improved to neutral. 

¶ 2 Special Studies: (1) Declining household net worth is not unprecedented and occurred nearly as 

much in the 1970s only inflation was the cause and savings was higher than today.  (2) Year 2 of rallies 

off major market bottoms has been positive 100% of the time with the weakest gain equaling 8%. 

¶ The R2000 has risen for 17 of the last 19 days (including Mon 3/8) and gained 6.0% last week, its 

best week since Oct 9
th

, 2009.  The R2000 is up 6.5% YTD and only 2.7% above its Jan 19
th
 649 high. 

¶ Every index we tracked rose last week led by the Biotech index (up 12.7%) which now leads YTD, 

up 24.5%. The Pharmaceutical index gained the least, up 1.3%.  Dow Jones Utilities (-5.0%), the 

Semiconductor index (-2.3%), the Pharmaceutical index (-0.9%) and the AMEX Oil index (-0.3%) are 

the only indexes we track to be down YTD.  MWD Cyclicals are up 199% over the trailing 12 months. 

¶ R2000 Growth edged out Value last week by 10 bps with Growth up 6.0% and Value up 5.9%.  The 

R2000 Value is up 7.4% YTD vs. R2000 Growthôs 5.6% gain (ex-dividends). 

Sector Rotation: 

 
Breadth:  

¶ Breadth remains positive but approaching the 80% near-term overbought territory for the % of 

R2000 stocks above their 50 dma.  Percentage of stocks above their 200 dma also elevated at 74%.  

Consumer Discretionary, Staples, Financials and Utilities appear near-term overbought. 

¶ Positive moving average crosses outnumbered negative ones for the first time in six weeks.  The 

number of positive crosses increased and the number of negative crosses decreased.  Positive crosses 

exceed negative crosses in every sector except Energy. 

¶ Change on the margin: Utilities exhibits the best positive change in its moving average cross data.  

Staples possesses the weakest change in its moving average cross data. 

Momentum.  

¶ VIX bullishly remains inside its downtrend -- the VIX closed at 17.4 Friday (3/5) and remains above 

its 16.9 low (1/11), the VIX's lowest level since May '08's 15.8 low. 

¶ Volume was above average last week trading at 107% average volume.  Heaviest volume occurred 

during Friday's 2.1% gain which also experienced the week's strongest breadth.  Utilities experienced 

the strongest volume at 136% its 52-week average level followed by Tech (129% versus its average) & 

Energy (125% versus its average).  Lowest volume occurred in Financials (75%) & Telecom (77%). 
 
Sector Charts:  
Key charts to watch: New highs by Consumer Discretionary, Staples Financials, Industrials (though 

tentative) and Technology.  Materials remains well below its prior high and just reached back above its 50 

dma.  Telecom  is the only sector below its 50 dma.  Consumer Discretionary, Financials and Technology 

are nearing their upward channelôs upper edges arguing the market will consolidate over near-term but 

otherwise remains healthy and will likely move higher.  Banks chart continues to improve. 
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Special Study: State of the Household ï decline in net worth not unprecedented 
 

Declining inflation-adjusted net worth per household is not unprecedented, unlike the decline in savings.   Given a stock 

market still down nearly 30% from its peak and a collapsed real estate market, one might think household net worth has been 

declining at an unprecedented rate.  However, our analysis shows this is not true.  Net worth per household, on an inflation adjusted 

basis, has declined -3% per year over the past 5 years, same as in the mid-70's after which stocks posted some of their best long-term 

returns.   

 

The two main differences between now and the 1970s: (i) households are now saving approximately one-third of their mid-70's 

level in current dollars and (ii) real net worth growth in the 70's declined due to high inflation, whereas current declines are the result 

of an actual drops in asset values.   Inflation is the one piece missing from sending the average household into a tailspin. 

 

Household net worth decline is not unprecedented though savings remains historically low 

   
Source: Furey Research Partners and FactSet.   

 

Definitions: 

ñSavingsò is the sum total of household sector disposable personal income over the past 5 years less the sum total of household 

sector personal outlays over the past 5 years.   

 

ñNet worthò is the difference between household assets and liabilities. 

 

Both are divided by the number of households to obtain per household numbers.  The inflation rate used is Headline CPI. 
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The 1970s witnessed a 

similar decline in net 

worth (inflation-

adjusted) only savings 

is much less now than 

then and net worth 

declines today are not 

due to inflation. 

 

Inflation is the one 

piece missing from 

sending the average 

household into a 

tailspin. 
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Special Study II : Bull market bottom anniversary 
 

The Russell 2000 is up more than 60% at the one year anniversary of its most recent bull market rally.   While  this pace 

appears above average relative to other major bull market rallies,  we note the R2000's decline during the bear market period through 

Feb-09 was significantly sharper than all other bear market declines with exception of late-1930's.  More importantly, we note the 

average and median second year return is +24%.  In fact, none of the prior major rallies have posted a loss in their second year, with 

the lowest posting a +8% return (June '71-'72 period). 

 

Up over 60% at Mar ô09 bottom one year anniversary is more than average but understandable given declineôs depth 

   
Source: Furey Research Partners and FactSet.   

 

 

Past rallies from major market bottoms favor another year of positive returns 

   
Source: Furey Research Partners and FactSet.  1Does not include most recent rally. 
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We are here

Peak to
Trough

Trough Months 24 Mo. Prior 18 Mo. Prior 12 Mo. Prior 6 Mo. Prior 12 Mo. Fwd. 24 Mo. Fwd. 12-24 Mo.
Mar-38 13.0 -49.9% -52.7% -63.9% -45.9% 41.0% 93.8% 37.5%
Jun-49 37.0 -4.5% -10.7% -20.0% -6.5% 36.5% 80.4% 32.2%
Jun-70 19.0 -40.4% -48.4% -37.5% -33.8% 60.0% 72.6% 7.9%
Dec-74 32.0 -51.2% -28.3% -25.7% -20.2% 60.9% 142.6% 50.8%
Nov-87 3.0 -6.9% -25.6% -18.0% -29.8% 30.0% 56.5% 20.4%
Oct-90 13.0 -15.9% -25.6% -27.3% -23.9% 58.6% 73.7% 9.5%
Aug-98 4.0 3.9% -4.5% -19.4% -26.5% 28.4% 63.2% 27.2%
Feb-03 36.0 -21.8% -21.4% -22.1% -7.1% 64.4% 80.1% 9.5%
Feb-09 21.0 -49.5% -49.8% -42.4% -46.9% 64.0%

Average1 19.6 -23.3% -27.1% -29.2% -24.2% 47.5% 82.9% 24.4%

Median1 16.0 -18.9% -25.6% -23.9% -25.2% 49.8% 76.9% 23.8%

Dates After TroughBefore Trough
Returns from Trough

Only the rally off the 

ô03 bottom has been 

stronger at the one 

year point though the 

market fell much 

further heading into 

the ô09 bottom. 

None of the prior major rallies have ever posted 

negative returns in their second year, with the lowest 

return equaling +7.9%. 
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Small-Cap Price Trends 
Figure 1: Index Performance 

 
Source: Furey Research Partners and FactSet.  Color coded by relative performance to Russell 2000 (Russell 2000 itself color-coded by relative performance to S&P 500) 

The R2000 has risen for 17 of the last 19 days (including Mon 3/8) and gained 6.0% last week, its best week since Oct 9th, 2009.  The R2000 

is now up 6.5% YTD and only 2.7% above its Jan 19th 649 high. 
 
Every index we tracked rose last week led by the Biotech index (up 12.7%) which now leads YTD, up 24.5%. The Pharmaceutical index 

gained the least, up 1.3%.  Dow Jones Utilities (-5.0%), the Semiconductor index (-2.3%), the Pharmaceutical index (-0.9%) and the AMEX Oil 

index (-0.3%) are the only indexes we track to be down YTD.  MWD Cyclicals are up 199% over the trailing 12 months. 
 
R2000 Growth edged out Value last week by 10 bps with Growth up 6.0% and Value up 5.9% .  The R2000 Value is up 7.4% YTD vs. 

R2000 Growthôs 5.6% gain (ex-dividends). 

  

PRICE % CHANGE

(% change as of March 05, 2010)

Index Trailing Trailing Trailing Trailing Trailing % Above % Below

Index Level Week

1 

Month QTD 3 Mo. 6 Mo. 12 Mo. YTD 52wk Low 52wk Hi

Russell 2000 666 6.0 12.3 6.5 10.5 16.7 90.6 6.5 94 0.0

Russell 2000 Growth 362 6.0 12.0 5.6 9.9 16.3 87.0 5.6 90 0.0

Russell 2000 Value 930 5.9 12.6 7.4 11.1 17.2 94.1 7.4 98 0.0

Russell 1000 627 3.2 7.1 2.4 3.6 12.7 69.0 2.4 71 -0.7

Russell 1000 Growth 509 3.1 6.8 1.7 3.4 13.6 64.9 1.7 67 -0.7

Russell 1000 Value 584 3.3 7.4 3.1 3.8 11.8 73.9 3.1 75 -0.9

Russell 3000 671 3.4 7.5 2.7 4.1 13.0 70.6 2.7 72 -0.5

Russell 3000 Growth 414 3.3 7.2 2.0 3.9 13.8 66.4 2.0 69 -0.4

Russell 3000 Value 773 3.5 7.8 3.5 4.3 12.2 75.4 3.5 76 -0.5

Russell Microcap 968 6.3 10.1 8.0 14.8 17.5 85.2 8.0 101 0.0

S&P 600 353 5.4 11.9 6.1 11.1 17.3 90.0 6.1 94 0.0

S&P 600 Growth 243 5.3 11.4 4.7 10.7 17.1 86.8 4.7 91 0.0

S&P 600 Value 252 5.6 12.4 7.5 11.5 17.5 93.3 7.5 97 0.0

S&P 500 1,139 3.1 6.8 2.1 3.0 12.0 66.8 2.1 68 -1.0

S&P 500 Growth 588 3.2 6.9 1.0 2.5 12.8 59.7 1.0 62 -1.3

S&P 500 Value 542 3.0 6.7 3.2 3.4 11.1 75.6 3.2 76 -0.7

S&P 400 770 4.3 10.5 6.0 9.7 17.9 87.4 6.0 90 0.0

S&P 400 Growth 335 5.1 11.8 6.5 10.3 18.7 85.6 6.5 89 0.0

S&P 400 Value 279 3.6 9.3 5.6 9.2 17.1 89.4 5.6 92 0.0

DJIA 10,566 2.3 5.5 1.3 1.7 11.9 60.2 1.3 61 -1.5

NASDAQ 2,326 3.9 8.7 2.5 6.0 15.2 79.0 2.5 83 0.0

SemiConductor Index 352 3.7 9.8 -2.3 4.9 13.5 78.2 -2.3 85 -4.4

BioTechnology Index 1,173 12.7 21.4 24.5 29.0 26.9 110.9 24.5 117 0.0

Pharmaceutical Index 306 1.3 2.1 -0.9 -1.5 9.4 39.9 -0.9 40 -4.8

MWD Cyclical 866 4.8 11.7 4.4 8.0 22.1 198.6 4.4 206 -3.2

MWD Consumer 689 2.7 6.9 2.8 1.7 11.8 60.5 2.8 61 0.0

Dow Jones Transports 4,196 1.5 9.8 2.3 2.3 11.5 87.2 2.3 95 -1.6

Dow Jones Utilities 378 2.9 2.4 -5.0 -3.0 2.3 27.7 -5.0 30 -7.0

Amex Natural Gas 552 3.0 7.4 2.3 10.3 22.6 80.8 2.3 84 -2.6

Amex Oil 1,065 4.3 6.6 -0.3 -0.4 8.4 39.2 -0.3 39 -5.1

MWD REITs 636 3.9 7.8 3.3 8.0 27.3 118.6 3.3 121 -0.2

Bank Index 49 2.4 8.5 13.8 9.9 7.4 156.2 13.8 161 -1.2

Small-caps 

outperformed last 

week by 290 bps 

(vs. S&P 500).  

Small-caps are 

outperforming 

YTD by 440 bps 

(ex-dividends). 

KEY UPCOMING EVENTS:  

Tues:  Greek prime minister visits Obama 

Wed: U.S. budget (Feb), China trade balance (Feb) 

Thurs: China PPI/CPI (Feb), California bond sale, international trade balance (Jan) 

Friday: Retail sales (Feb)  
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Figure 2: Russell 2000, Daily with MACD and Stochastic Oscillator 

 

Figure 3: Russell 2000, Weekly with MACD and Stochastic Oscillator 

 
Source: Furey Research Partners and Stockcharts.com 


