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Conclusions-SPX End of Year Target 6650 but 7000 or a maximum 
gain to 7350 can’t be ruled out before a reversal lower in 2H

2

■ I expect 2025 to be a transitional year where SPX strengthens in the first half before giving way to 
weakness in the back half of the year.  My 2025 SPX end-of year target is 6650 but SPX likely moves 
higher into end of 1H to 7000 or a maximum of 7350 before backing off in 2H 2025. 

■ Industrials, Financials, Technology, and Discretionary look to be sectors to favor into 2025 while 
Materials, Energy should underperform.  Utilities and REITS also look attractive for further gains in 2025 
while Consumer Staples remains the weakest of the Defensive sectors   

■ Both US Dollar and US Treasury yields arguably should start off by weakening in late January into end of 
1st Quarter before a bounce into late Summer.   Treasury yields should fall to 3.25 before bottoming and 
pushing back higher.

■ Long-term Stock market cycles based on the 41-month cycle, made popular by Edward Dewey, show 
SPX peaking in mid-2025 and weakening in 2026

■ Small-caps are likely to outperform in 2Q-3Q 2025 and likely between March-August as the early year 
spike in Treasury Yields starts to recede.  Thereafter, I expect Large-caps likely dominate performance

■ Emerging markets are likely to underperform as US Dollar cycle looks to be strong in 1st Half 2025 before 
weakening.  US should be better than Europe and most of Asia. 

■ Growth is preferred over Value with the prospects of Energy likely weakening in 2025 while Large-cap 
Technology strengthens in early 2025

■ Commodities could be weak in 2025 as Energy prices weigh on the complex and the US Dollar could 
remain strong into Summer 2025.  Precious Metals are thought to be attractive on 1st Quarter weakness 
as recent bounce in rates and US Dollar both start to give way and weaken

■ Post Election year cycles suggest that this year might lag the last couple years and could moderate 
following a strong 2023 and 2024   

■ Sentiment should improve into 2Q 2025 after a volatile 4Q 2024, and seasonality also bodes well for 
early year Stock market strength, which likely materializes from February into late Summer

■ Cryptocurrencies arguably should weaken in 1Q before rising sharply into Fall 2025
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Trump’s Election win seems to have resulted in sentiment turning 
more pessimistic than trends would justify (Narrative of Higher 
inflation given tariffs has now become Consensus)

3

Source:  Fundstrat

It’s normally wise to avoid joining the herd
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Source: Fundstrat
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Favorite Areas for Out/Underperformance 

5

Outperform:

▪ Industrials –Industrials remains attractive following its relative rally to multi-year highs 
vs. SPX. Transportation issues should help Industrials (Rails, Machinery, Electl.Eqpt.)

▪ Technology-  Tech’s 4Q comeback has put this sector in a bullish position despite 
markets having taken Rate cuts out of the curve (Software)

▪ Consumer Discretionary stocks expected to outperform after relative breakout vs. SPX 
(Hotels, High-end Retail, Booking Agency stocks, Cruiseliners)

▪ Financials-Expecting that deregulation helps Banks and this group can build upon its 4Q 
outperformance following a relative breakout in Financials vs. SPX in Q4 2024 (Fin-tech, 
Big banks should outperform in 1st Quarter; Regionals are a work in progress)

Underperform:

▪ Energy- Expect that Supply/Demand picture and feeble China recovery likely leads 
Energy lower in 2025 but 1st Quarter might show a brief bounce  (Nat Gas related 
names could outperform oil-based stocks)

▪ Defensive groups-  Consumer Staples remains the laggard of the Defensives.  Utilities, 
REITS and Healthcare look due to bounce in 1Q 2025, but skeptical of intermediate-
term strength

▪ Emerging Markets-  Expect that a strong dollar leaves EM weak.  While a Back-half 
bounce in EM is possible for China, India, Mexico, this currently still looks a bit early 
with US Dollar still strengthening

▪ European Stocks 
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Post Election Year Seasonality-   This year normally lags both Pre-
Election year and Election year returns and is 3rd best out of 4

6

Source: Fundstrat, Bloomberg

Post-Election year 

Cycle is typically the 

Third best year 

of 4-Year Cycle

Alll Presidents

Average 5.7% 2.2% 12.1% 7.4%

Median 5.0% -0.2% 13.1% 8.4%

Win Ratio 55% 50% 71% 68%

Democratic Presidents

Average 8.0% 2.0% 18.1% 6.1%

Median 10.5% 1.1% 18.9% 9.5%

Win Ratio 65% 53% 71% 59%

Republican Presidents

Average 3.9% 2.5% 7.2% 8.5%

Median -4.4% -0.4% 8.6% 7.7%

Win Ratio 48% 48% 71% 76%

Stock Market Performance…

Post-

Election 

Year

Mid-Term 

Year

Pre-

Election 

Year

Election 

Year
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SPX – 2025 could prove choppier than 2024, but insufficient 
weakness has been seen thus far to expect a market top.   SPX-
6650 is seen as an end of year target which might be exceeded 
into late Summer before retreating in 2H 2025. 

7

Source: Fundstrat, Trading View
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SPX – Monthly-  Bullish long-term uptrend has gotten stretched, 
but pullbacks should make SPX attractive in 1Q with initial 
intermediate-term support near 4818

8

Source: Bloomberg
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SPX Cycle composite- This particular Cycle composite I often utilize 
suggests a very good year for SPX, but one which starts with a 
Spring correction and trends lower into year-end
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Source: Ferrera Wheels within Wheels Book
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SPX Cycle composite- Trend weakens in the back half of 2025 into 
2026. (180 week, (41-month cycle), made popular by Edward Dewey)
(Pink line measures amplitude, not magnitude)
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Source: Foundation for the Study of Cycles
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Post Election year could be strongest in the 1st half, weakening in 
August and September given tendencies since 1953

11

Source: Fundstrat, Bloomberg
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Technical Positives to consider heading into 2025
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■ SPX remains bullish structurally and following SPX, NASDAQ, DJIA and DJ 
Transportation Avg having rallied to new highs last year.  Despite the 4Q consolidation, 
intermediate-term uptrends remain intact.  

■ Momentum as a factor has not shown sufficient evidence of deterioration to consider 
fading this in 2025.  While this might eventually weaken, it looks right to stick with 
Large-cap Technology and the “Magnificent 7” this year while being patient on Small 
and Mid-Cap strength.

■ Financials, Technology, Industrials and Utilities were all higher by >20% in the last 12 
months, and one-month weakness in many sectors has not caused these intermediate-
term trends to show any damage.

■ Relative multi-year trend breakouts in both Financials and Consumer Discretionary vs. 
SPX make both of these sectors technical Overweights this year  

■ Sentiment has retreated in the last month given broad-based weakening in US Equities 
coupled with possible fear over Tariffs and inflation.  Given a lack of trend damage, it’s 
encouraging from a counter-trend perspective to see sentiment turn more muted.  

■ Seasonality remains constructive into Spring and it’s thought that markets will push 
higher following the best Election year performance since 1980.

■ Intermediate-term Cycles show positive bias between now and next Summer and 
maintain a bullish bias from the 2022 and 2023 lows
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2024 Outperformance by Financials, Technology and Industrials, and Utilities 
which all showed better than 20% gains last over the last 12 months is 
constructive heading into 2025 (Optuma data through 1/6/2025)

13

Source:  Optuma
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SPX Equal-weighted ETF vs. SPY failed to break out 
sufficiently in Q4 2024 to drive a Cyclical rally.   Trend 

still favors SPY over RSP( i.e. Large-cap Technology)

14

Source: Symbolik
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TNX unlikely to exceed 5% highs in 1st Quarter 2025 but could 
bounce a bit longer before pulling back to near 3.20-5% 

15

Source: Trading View
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TNX cycle composite shows a downward bias for 2025 which goes 
against the narrative of higher inflation.  

TNX target = 3.25%

16

Source:  Foundation for the Study of Cycles
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DXY- A breakout of 2022 DXY peaks looks unlikely but near-term trend likely 
remains higher into February ahead of a turn back lower to consolidate gains 
since last Fall. 

17

Source: Trading View
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DXY- Cycle composite trends up into mid-2025 before 2H 2025 
weakness.  Expect USDJPY could peak near Summer 2024 highs

18

Source: Trading View
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US vs. World -  US still favored for Outperformance in 2025
US outperformance began to accelerate into/past US Election and this pickup in 
momentum looks meaningful 

(SPY vs. Ishares MSCI ACWI ETF (All-Country World Index)  

19

Source: StockCharts.com
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EEM-   US Dollar strength likely will prohibit EEM from showing 
meaningful outperformance in 2025.   EEM uptrend remains 
lackluster compared to the steepness of 2021-2022 decline

20

Source: TradingView
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India-  One of my favorite areas within Emerging markets despite a rising US 
Dollar.   Recent weakness likely should not undercut 72k in SENSEX and should 
represent an attractive opportunity on a bit more weakness in Q1

21

Source: Bloomberg
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FXI- Pullbacks into late February should make FXI attractive   

China looks early to favor in 2025 given a rising US Dollar, but pullbacks under $27.50 
would help this gain appeal

22

Source: Fundstrat, Trading View



Te
ch

n
ic

al
 S

tr
at

eg
y

1/7/2025 For the Exclusive Use of Fundstrat Clients Only

Small Caps -  Outperformance will depend on a relative breakout vs. Equal-
weighted S&P 500.  This might be a 2Q 2025 event.  

(Ishares Russell 2000 ETF ($IWM) vs Equal-weighted S&P 500 ($RSP)

Momentum turned positive after the election but no breakout yet vs. RSP

23

Source:  Symbolik
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2024 saw Momentum outperform other factors by the largest amount since 
2008.  This likely won’t continue in 2025, but no signs yet of any mean 
reversion

  

24

Source: Bloomberg

One-Year Return of Pure Momentum factor vs. the best of all other factors
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Momentum was the clear leader vs. other Factors but also has shown the best returns 
over the last Decade 

25

Source: Bloomberg

Year-to-Date Ranking of Factor Returns on Long-Only Portfolios
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Growth vs. Value– Growth is only strong on a Large-cap basis vs. 
Value.  Both Small-cap and Mid-cap Growth vs. Value peaked out 
last Summer (Mid-cap Growth is trying to stabilize)

26

Source: Optuma

Price Ratio: Ishares Mid-cap 400 Growth (IJK) / Ishares Mid-cap 400  Value (IJJ)
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Small-cap Growth vs. Value– Value has proven to be the leader 
over Growth since Summer 2024 and broke its uptrend from 
2023.  Until this changes, Small-cap Value is preferred v. Growth

27

Source: Optuma

Price Ratio: Ishares Small-cap 600 Growth (IJT) / Ishares Small-cap 600 Value (IJS)
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Large-cap Growth vs. Value– Growth is clearly preferred vs. 
Value structurally, but could use some consolidation.  

28

Source: Optuma

Price Ratio: Ishares Russell 1000 Growth (IWF) / Ishares Russell 1000 Value (IWD)
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“Magnificent 7” contribution to SPX was 40% of total SPX gains

29

Source: Fundstrat, Factset 
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Industrials –Overweight -  4Q 2024 weakness makes Industrials attractive given 
its ongoing relative uptrend after a multi-decade relative breakout to SPX 

Invesco’s Equal-weighted Industrials ETF vs. Equal-weighted S&P 500 (RGI to RSP) shown below

30

Source: Symbolik
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Technology- Overweight;  Recent consolidation out of Technology 
from July into end of year has now given way to strength into 
early 2025 
A late Q1 downturn in interest rates should help Technology and also Growth- Bullish

31

Source: Symbolik
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Magnificent Seven ETF by Roundhill ($MAGS- modeled after the seven 
companies recognized for their market dominance in technological innovation) 
still looks excellent.   1Q 2025 potential weakness should afford buying 
opportunities 

32

Source: Trading View
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Software looks preferable to Semiconductor stocks following multi-year 
breakout & two months of consolidation

33

Source: Symbolik
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Financials- Overweight; Relative breakout in Financials vs. Equal-
weighted S&P 500 ($RSPF vs. $RSP) is promising for 2025 
outperformance

34

Source: Symbolik
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Consumer Discretionary- Overweight;  Late year Breakout has 
happened vs. S&P similar to Financials- Tailwind for 2025 

35

Source: Symbolik
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Healthcare – Underweight
Relative damage vs S&P 500 in Equal-weighted terms has been extreme.   While an 
oversold bounce is likely into 2nd Q 2025, it’s difficult to overweight Healthcare 

36

Source: Symbolik
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Energy – Underweight
Relative damage vs S&P 500 in Equal-weighted terms took Energy down to multi-year 
lows.  While a bounce is possible in 1Q 2025, it’s difficult to overweight Energy given 
projections of WTI Crude falling down below $50

37

Source: Symbolik
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Crude oil’s 1st Quarter bounce should prove brief before resulting 
in WTI Crude turning lower to 40-50 in 2025 into this Summer.  A 
late 2025 rebound is possible but likely from much lower levels 

38

Source: Trading View
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WTI Crude oil cycle composite – Bearish into Fall 2025
Energy might underperform given Crude’s bearish bias for the first 6-9 months of 2025 

39

Source: Foundation for the Study of Cycles
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Gold –Bullish for 1H 2025-  Gold likely can begin to turn higher 
post 2025’s Inauguration as Yields and US Dollar begin to retreat   

Rally to 3280 in 1H of 2025 as an upside target

40

Source: Trading View
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Bitcoin-  Bullish but extended; BTCUSD should correct in 1st Quarter 2025 
before uptrend can resume - Minimum retracement to 74-83k, and potential 
for 63k or 52k before rally can continue ideally to $135-$139k, then $153k

41

Source: Bloomberg
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Bitcoin likely to retreat in 1st Quarter 2025 before turning higher from March 
into October

Cycle composite suggests BTCUSD might have peaked in mid-December 2024 and should 
bottom in early March 2025

42

Source: Foundation for the Study of Cycles
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SPX Breadth Percentage of Stocks >200-day moving average has 
pulled back to just above 50%. This breadth deterioration needs to 
improve over the next six months. 

43

Source: Optuma
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Coppock breadth indicator has joined momentum in breaking down, which 
was clearly shown ahead of time given negative MACD divergence.  Overall, I 
expect this to turn back higher from February into late Summer

44

Source: Optuma
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AAII Bulls-Bears spread has tightened in recent weeks, despite lack of 
meaningful trend damage (American Association of Individual Investors)

45

Source: Bloomberg
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Fear and Greed index – Close to lower end of its one-year range which from a 
contrarian standpoint is bullish for Equities 

46

Source: Money.cnn.com
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JPM Global Equity Sentiment indicator- Neutral;  Has been retreating following 
the test of the high end of its range last year

47

Source: Bloomberg
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CFTC S&P Non-Commercial Net Longs- -56.8k -  Leveraged funds have retreated 
a bit on exposure after ramping up post US Election results

48

Source: Bloomberg
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Breadth – Has begun to weaken sharply over the last couple months  

Percentage of SPX names within 20% of 12-month highs remains constructive over 70%

49

Source: Optuma
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Equity Put/Call Ratio-Decline to lowest since 2021 not yet a concern but 
further drop into Summer 2025 would signal complacency

50

Source: Bloomberg
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Warning Signs to keep in mind into mid-year 2025 which I believe 
would signal trouble ahead for 2H 2025  ( Only one of these has begun) 

51

Structural weakness begins-   Indices break trendline From August and 
challenge uptrend from 2023 lows

Sentiment reaches bullish extremes 

Technology breaks pivot area/support

Breadth starts to roll over meaningfully

High Yield Spreads v. Investment grade corporates start to widen meaningfully

Defensive trading starts to improve with strength in Consumer Staples 

US Dollar and Treasury yields start to rally very sharply in 2025 where TNX 
exceeds 5% 

Source: Fundstrat
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