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Last week we had the opportunity to speak with Dan Russo, CMT, Chief Market Strategist

at Chaikin Analytics about his economic outlook. It was an interesting look at the most

important indicators some market technicians are watching around the world as we head

into 2021.  

Russo believes we are closer to a new cyclical bull market, and he sees room for another

500-point gain in the S&P 500 during this next phase of the bull rally.   

Even before the pandemic, broad indicators of the markets and small caps were

practically in a bear market for two years, with the markets going nowhere outside the l

arge-cap technology stocks. The Russell 2000 is just now getting back to its 2018

highs. 

1. Breadth is broadening out. Right now, more than 90% of stocks in the S&P 500 are

trading above their 200-day moving averages and the advance-decline line is near an

all-time high. Whereas before, leadership was concentrated in big tech, now we are

getting broader participation. 

2. Haven assets such as Treasuries, gold and the dollar are under pressure, indicating

that investors are willing to take on more risk. 

3. The copper-to-gold ratio, a market proxy for how investors are viewing global growth

prospects, is moving higher. Additionally, the yield curve is steepening.

We talked about how semiconductors can be used as a critical new gauge for the market,

given their importance for advancements in technology and artificial intelligence. Russo

believes that when semis are leading, that is usually a bullish sign for the technology

sector and the market in general—and Semiconductors are currently accelerating.

Additionally, markets such as Taiwan that are semiconductor and technology centric are

trading at all-time highs.  

Financials: The steepening yield curve is a tailwind for the banks. They also took big

reserves for loan losses at the start of the pandemic, so numbers are likely going to

look a lot better going forward, especially as economic activity picks up. 

Energy: Russo doesn’t think he’s ever seen a sector more hated than energy was three or

four months ago, but we are seeing early signs of a turnaround. Better economic

prospects could help the demand side of the picture, while the supply side has been a

mess. Chaikin’s model just turned bullish on the services space for the first time in

more than a year. 

Finally, Russo is a long-term bull on bitcoin, based on the supply-and-demand dynamics

at play. New supply hits the market at a declining rate, and we are beginning to see

demand move from retail investors and early adopters to more institutional owners and

even corporate balance sheets. In a world in need of inflation hedges, Russo thinks

bitcoin is the best inflation hedge there is. 

This was an interesting view of assets around the world. You can listen to the full

conversation below. 
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Behind The Markets Podcast: Dan Russo

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Bullish : a position that benefits when asset prices rise.

Small caps   : new or relatively young companies that typically have a market

capitalization between $200 million to $2 billion.

Bear market : A sustained downturn in market prices, increasing the chances of negative

portfolio returns.

Large-Capitalization (Large-Cap) : A term used by the investment community to refer

to companies with a market capitalization value of more than $10 billion. Large cap is

an abbreviation of the term “large market capitalization”. Market capitalization is

calculated by multiplying the number of a company’s shares outstanding by its stock

price per share.

Russell 2000 Index    : Measures the performance of the small-cap segment of the U.S.

equity universe. The Russell 2000 is a subset of the Russell 3000 Index representing

approximately 10% of the total market capitalization of that index. It includes

approximately 2000 of the smallest securities based on a combination of their market cap

and current index membership.

Moving Average   : is a calculation to analyze data points by creating a series of

averages of different subsets of the full data set.

Advance-Decline Ratio   : a technical analysis indicator which relates the number of

stocks that closed higher to the number of stocks that closed lower, compared to the

previous day’s closing prices.

Treasury : Debt obligation issued by the U.S. government with payments of principal and

interest backed by the full faith and credit of the U.S. government.

Artificial intelligence : machine analysis and decision-making.

Yield curve   : Graphical Depiction of interest rates on government bonds, with the

current yield on the vertical axis and the years to maturity on the horizontal axis.

Bitcoin (the currency) : A digital currency (also called a cryptocurrency) created in

2009, which is operated by a decentralized authority as opposed to a traditional central

bank or monetary authority.

Inflation : Characterized by rising price levels.
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