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March Madness is not only for basketball but also for the stock market. 
Investor’s sentiment is moving further negative as Trump tariffs are set to go 
into effect for Canada and Mexico.  On Monday, the SPX closed down 1.76% and 
the tech-heavy DNX settled 2.20% lower.  To measure “investor sentiment” 
CNN developed the “Fear & Greed Index”.  Let’s analyze the seven 
components that are combined to make this indicator:

Source:  https://www.cnn.com/markets/fear-and-greed
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It’s useful to look at stock market levels 

compared to where they’ve been over 

the past few months. When the S&P 500 

is above its moving or rolling average of 

the prior 125 trading days, that’s a sign 

of positive momentum. But if the index 

is below this average, it shows investors 

are getting skittish. The Fear & Greed 

Index uses slowing momentum as a 

signal for Fear and a growing 

momentum for Greed.

A few big stocks can skew returns for the 

market. It’s important to also know how 

many stocks are doing well versus those 

that are struggling. This shows the 

number of stocks on the NYSE at 

52-week highs compared to those at 

52-week lows. When there are many 

more highs than lows, that’s a bullish 

sign and signals Greed.

The market is made up of thousands of 

stocks. And on any given day, investors 

are actively buying and selling them. 

This measure looks at the amount, or 

volume, of shares on the NYSE that 

are rising comparec to the number of 

shares that are fa lling. A low (or even 

negative} number is a bearish sign.

The Fear & Greed Index uses decreasing 

trading volume as a signal for Fear.
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Options are contracts that give 

investors the right to buy or sell stocks, 

indexes or other financial securit ies at 

an agreec upon price and date. Puts 

are the option to sell while calls are the 

option to buy. When the ratio of puts to 

calls is rising, it is usually a sign

investors are growing more nervous. 

A ratio above 1 is considerec bearish. 

The Fear & Greec Index uses a bearish 

options ratio as a signal for Fear.

The most well-known measure of 

market sentiment is the CBOE Volatility 

Index, or VIX. The VIX measures 

expected price fluctuations or volatility 

in the S&P 500 Index options over the 

next 30 days. The VIX often drops on 

days when the broader market rallies 

and soars when stocks plunge. But the 

key is to look at the VIX over time. It 

tends to be lower in bull markets and 

higher when the bears are in control. 

The Fear & Greed Index uses increasing 

market volatility as a signal for Fear.

Stocks are riskier than bonds. But the 

reward for investing in stocks over the 

long haul is greater. Still, bonds can 

outperform stocks over short 

periods. Safe Haven Demand shows the 

difference between Treasury bond and 

stock returns over the past 20 trading 

days. Bonds do better when investors 

are scared. The Fear & Greed Index uses 

increasing safe haven demand as a 

signal for Fear.
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Only 1 of the 7 indicators didn’t show “Fear” but rather “Extreme Greed”; that was the Junk Bond Demand 
Indicator.

Times of “Extreme Fear” may cascade into a market correction but more often than not, this extreme sentiment 
indicator is a “contrarian” indicator signaling a market reversal close at hand.

Economic Calendar - Key events reporting this week
Wednesday -  ADP Nonfarm Employment Change (Feb)
Thursday - Continuing Jobless Claims and Trade Balance (Jan)
Friday - Nonfarm Payrolls (Feb) 

Source:  https://earningswhispers.com/calendar

Earnings Calendar Major Earnings reports this week

Junk bonds carry a higher risk of default 

compared to other bonds. Bond yields 

– or the return you get on investing in a 

bond - dip when prices go up. If 

investors crave junk bonds, the yields 

drop. Likewise, yields rise when people 

are selling. So a smaller difference 

(or spread) between yields for junk 

bonds and safer government bonds is 

a sign investors are taking on more risk. 

A wider spread shows more caution. 

The Fear & Greed Index uses junk bond 

demand as a signal for Greed.
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Monday - OKTA

Tuesday - TGT, BBY, AZO, CRWD
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Wednesday - ANF, MRVL, RGTI, ZS, MDB
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Thursday - JD, AVGO, COST
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Markets moved lower Monday following President
Donald Trump’s decision to proceed with tariffs on
Canada and Mexico and impose an additional 10% levy 
on China.

Four Sectors closed higher, XLRE, XLP, XLV, and XLU
while the other seven sectors closed lower, with
Technology and Energy declining more than 3% each

Sector Rotation
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Updating from last week, the Communications Sector, XLC, reversed a momentum decline and remains 
inside the Leading Quadrant in our Weekly RRG. The Financial Sector, XLF, has re-emerged into the Leading 
Quadrant after a brief foray into the Weakening Quadrant.

The Technology Sector, XLK failed to complete a move into the Leading Quadrant and as we noted, its 
hesitation and loss of Relative Momentum has turned into a sharp decline back down into the 
Lagging Quadrant. Consumer Discretionary’s, XLY, decline is steadily moving that sector out of favor as well.

Most other sectors have seen rising Relative Momentum, and, with the exception of Industrials, XLI, they are 
now positioned inside the Improving Quadrant. This is an odd situation, and we’ll soon see the Technology 
Sector as the only sector inside the Lagging Quadrant.

The Farmer’s Almanac says that March comes in like a Lion and goes out like a Lamb. Let’s hope the markets 
follow a similar pattern. We may see more volatility ahead before we get to calmer seas.

Have a great week!
Terry Long
Research Director, TradingAnalysis.com


