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How to handle the indices roller coaster? 
 
Can the last two years provide an indication of what to expect in the new market regime? What is the right perspective going forward? 
 
In 2022 the S&P 500 index lost -18.7% and in 2023 gained 24%. What is next  for the benchmarks? Another bear phase or a sequence of new highs?  
 
Nobody has the answer, but something is for sure, the recurrent persistence of the performance dispersion effect across stocks. 
 
Below is the dispersion for the S&P 500 investment universe: 
 

S&P 500 Investment Universe 2022 Performance Dispersion:   S&P 500 Investment Universe 2023 Performance Dispersion: 
 
 
 
 
 
 
 
 

Source: Trendrating 
 

The broad market exhibits a large performance dispersion across the ups-and-downs of the index. 
 

Capturing the outperformers and avoiding the underperformers is the key. 
 

Performance dispersion is simply the dispersion of price trends. 
 

Therefore, trends assessments and validation is imperative. 
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Trendrating has the answers 
 

What fundamentals work best to capture the winners and avoid the losers? Can trend assessment analytics help to exploit trends? 

Can a combination of best fundamentals and validated positive trends profit from dispersion? 

Outperformers 

Underperformers 
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Track the performance dispersion across markets and sectors. Stay in control of the upside/downside ratio evolution. Exploit dispersion and maximize 
your performance. 
 

Performance Dispersion Facts – US Market Analysis:                         Data below as of January 11, 2023 

 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exploit dispersion 
 
Identify the outperformers 
 
 
 
 
 
 
 
Avoid the underperformers 
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What fundamentals best captures the performance dispersion? – Get the hard facts. 

 

1. Test any fundamental rule and parameter of your choice. Analyze, compare and rank the actual contribution to Alpha across the years. 

2. Explore more combinations of parameters and find the most productive sequences. 

3. Discover the mix of selection parameters that profit the most from performance dispersion. 

4. Repeat the process across different markets and sectors of your interest. 

 

 

Source: Trendrating 
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Trendrating advanced rating methodology - Discriminate between positive vs. negative price trends: 
 
In the new market cycle the ability to discriminate between positive vs. negative trends is the key to control risks and to profit from the performance 
dispersion across stocks. Make trends work for you. Capturing trends is the essence of successful investing. 
 

 

 
 
The ability to capture trends, profiting from bull markets and avoiding bear phases is the key to superior performance on a consistent basis. 
 
Trendrating makes possible to quickly analyze trends using a rating system where A and B identify bull trends and C and D point to bear trends. 
This rating approach captures in a systematic and unbiased way medium term price trends that can impact yearly portfolio returns. 
 
The rating of trends is additional market intelligence designed to enrich the investment decision process and maximize returns while improving risk control. 
 
Trendrating offers a well validated rating methodology to measure trends (A, B, C, D)  easy to integrate into most strategies and models. 

A = strong bull trend / B = beginning of a bull trend / C = inception of a bear trend / D = strong bear trend 
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Trendrating enables a more effective portfolio risk control: 
 
Trendrating introduced the ‘Trend Combined Risk’ (TCR) for portfolios, designed to measure the aggregated portfolio exposure to stocks either in a bear phase 
or with a high probability to start falling in price. The portfolio rating is the weighted rating of all the holdings. Stocks in a bull trend are rated A or B, while falling 
securities are rated C or D. The lower is the portfolio rating, the larger is the exposure to negative trends and the bigger is the risk of losses. 
Obviously there is a high correlation between the portfolio’s rating and the performance in the following months. 
 
Strengthen your risk control process with additional insights. 
 
Measure and reduce the exposure to negative trends, as the larger is the weight of stocks in a bear phase the bigger is the risk of losses.  
 
Analyze several portfolios in little time and quickly identify where are the risks. 
 
A rigorous control of the portfolio allocation to falling stocks adds  pragmatic, realistic  insights that strengthen the risk management process. 
 
Stay in control of the price trends across portfolios holdings in a more challenging market cycle.  
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Measure the ‘Trend Combined Risk’ (TCR) across portfolios – Spot in time the high-risk portfolios: 
 

  

 

 

 

With Trendrating is easy and fast to monitor all the portfolios and to spot those with a dangerous trend allocation, showing an overall rating below B+. 

 Account 156 – Safe Exposure          Account 177 – High Risk 

   

 

Monitor several portfolios at once. Quickly spot the high-risk accounts. Do not miss critical information. 

Gain more control and save time with an efficient, rigorous assessment to identify any excessive exposure to falling stocks. 

Access advanced analytics to strengthen your portfolio management process. 

 

mailto:discover@trendrating.net
http://www.trendrating.com/


    

 

  

 

 
                                                                                                                         Trendrating intelligence  

      

  

 

 

   January 11, 2024                                                                                                                                                                                                                                                                                                                       discover@trendrating.net | www.trendrating.com   9 

 

Performance Management Platform: 

 

Build your own winning investment strategy. 

Do not limit your opportunity to excel due to a lack of smarter insights. Access a world of intelligence and leverage your skills to maximize your performance. 

Design, test, optimize, document and track your winning investment strategies. Validate with robust statistical evidence. 

Access our rich data set of analytics, pick your preferred fundamental  criteria and use our powerful testing platform to assess and compare the alpha produced by 
different sequences. Then explore other combinations of rules and discover the most effective strategy across the years. 

Unlock your full potential to outperform with a leading edge solution at your service. 
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Disclaimer: The evaluations, rankings and information provided by Trendrating (the "Services") are provided solely for the use of finance professionals (the "Users") who have been issued a license to use the Services by Trendrating and who, by nature of their status as 
investment professions understand, or are expected to understand, the complexity of finance products, the functioning of the markets and the risks inherent in them. The Services are not offered for use by persons not employed or actively working as professionals in the 
finance and investment industry. The Services are to be used entirely at the risk of the Users. Included in the Services are forward-looking statements that are based on observations, assumptions and calculations that reflect Trendrating's expectations. Forward-looking 
statements are subject to numerous risks and uncertainties that could cause actual results to materially differ from those expectations. The Services are not intended to constitute a recommendation of any specific security or financial product and are to be implemented solely 
in conjunction with or as part of a complete investment evaluation conducted by the Users. Under no circumstances shall Trendrating, its officers, directors, employees or agents be liable for any damages, lost profits or investment losses that result in any way from use of 
the Services or any interruptions, errors or delays in the Services. 

Contact us at discover@trendrating.net to access Trendrating Intelligence 
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