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Last week we published a B.I.G. Tips report over at Bespoke Premium (subscribe here) that highlighted sector
and asset class correlation numbers.  Now that a week has passed, we have decided to publish the report in its
entirety on this site as well.  If you're interested in becoming a Bespoke Premium member and receiving all of our
unique publications, please click here.

A few years have passed since we last published these asset class correlation matrices, but they're always
interesting to take a look at.  For reference, a correlation coefficient of 1 means the two sectors/asset classes are
moving in complete tandem with each other on a daily basis.  A correlation coefficient of -1 means they are
moving in the complete opposite direction of each other, and a correlation coefficient of 0 means their
movements have no correlation and are completely random.

Below we highlight the correlation between the daily percentage moves of the S&P 500, its ten sectors, oil, gold,
the US dollar index, and the long bond future over the following time frames -- the last six months, since the bull
market started on 3/9/09, and during the bear market from 10/9/07 to 3/9/09.  We also provide a matrix that
shows the difference between correlations during the current bull market and the prior bear market.

Over the last six months, the Industrials and Technology sectors have been the most highly correlated to the
S&P 500.  The dollar index and the long bond have been the most negatively correlated to the S&P 500.  Within
sectors, Industrials and Consumer Discretionary, Technology and Consumer Discretionary, and Industrials
and Materials have had the highest correlations, while Telecom and Energy have had by far the lowest
correlation.  The two most negatively correlated asset classes over the last six months have been the US dollar
and the S&P 500 Energy sector.

Throughout the entire bull market (since 3/9/09), the Industrials sector and the S&P 500 have had the highest
correlation between any of the asset classes shown.  The dollar and the long bond have been the most
negatively correlated asset classes to the S&P 500 and its sectors, and the asset class most correlated with gold
has been oil, but here the correlation is relatively low at 0.35.

During the last bear market, sectors generally were more correlated with each other than they have been
during the current bull.  Gold and oil, on the other hand, have had much higher correlation coefficients with the
S&P 500 and its ten sectors during the current bull market versus the prior bear market.  The dollar's
correlation to equities has been much more negative during the current bull than it was during the prior bear,
while the long bond's correlation to other asset classes has remained about the same throughout.   
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Subscribe to Bespoke Premium to receive our unique B.I.G. Tips reports on a
daily basis!

http://bespokepremium.com/

	bespokeinvest.com
	Bespoke Investment Group - Think BIG - Sector and Asset Class Correlations


