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SECTOR OVERSOLD SIGNALS 

10.12.18 

 SUMMARY: Our sector ratios in Technology, Discretionary, & Materials have reached oversold 

levels. History suggests a buying opportunity is here. 

  

TECHNOLOGY 

The MAP Technology ratio sits at 9.75%. This suggests a bullish setup is near. This ratio looks for 

unsustainable selling. It measures how many Tech. stocks have shown a UI sell signal over the past 5 weeks.  

A level of 9.75% means the outsized selling is likely overdone, which should trigger a reversal. Historically 

it has been very accurate.  

This morning, I went through our data to see what the forward returns were for XLK (Technology Select 

Sector SPDR ETF) in each instance where the ratio spikes through 8%, (big selling).  

  

Below are stats on the 8% level and why it is important: 

  

There were only 5 times where the ratio spiked above 8%. This is a very rare event!  

  

A couple of observations on XLK returns after popping above the 8% level: 

  

1) the Tech. sector averages a +3.61% return three weeks later 

  

2) it averages a return of +5.26% eight weeks later 

  

Below details the 5 instances where the ratio spiked above 8%: 

 

BOTTOM LINE: Our data tells us that the Tech. sector could bounce sharply in the coming weeks. Prior 

high scoring stocks in the Tech. sector will likely bounce the highest. 

 

 

Have a look at the 5 times in the below chart (red circle with yellow fill): 

RATIO ABOVE 8% XLK 3 WEEK RETURN XLK 8 WEEK RETURN

5/9/2014 3.94% 6.36%

10/13/2014 8.19% 10.76%

7/27/2015 1.62% -5.24%

8/21/2015 2.02% 6.50%

1/13/2016 2.29% 7.90%
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MAP - TECH OVERSOLD 

RATIO UPDATED 10/11/2018

9.8%
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DISCRETIONARY  

The MAP Discretionary ratio sits at 9.22%. This suggests a bullish setup is near. This ratio looks for 

unsustainable selling. It measures how many Discretionary stocks have shown a UI sell signal over the past 5 

weeks.  A level of 9.22% means the outsized selling is likely overdone, which should trigger a bounce. 

Historically it has been very accurate. 

This morning, I went through our data to see what the forward returns were for XLY (Consumer Discretionary 

Select SPDR ETF) in each instance where the ratio spikes above 9% (big selling). 

Below are stats on the 9% level and why it is important: 

  

We have had only 3 instances where the ratio has spiked through 9%. This is a very rare event!  

  

A couple of observations on XLY returns after breaching the 9% level: 

  

1) the sector averages a +3.39% return three weeks later 

  

2) the sector averages a return of +9.01% eight weeks later 

  

Below are the 3 times the ratio spiked above 9%: 

 

BOTTOM LINE: Our data suggests that the Discretionary sector could bounce sharply in the coming 

weeks. Prior high scoring stocks in this sector will likely bounce the highest. 

 

 

Have a look at the 3 instances below (red circle with yellow fill): 

 

 

 

 

 

 

RATIO ABOVE 9% XLY 3 WEEK RETURN XLY 8 WEEK RETURN

10/16/2014 7.72% 10.69%

8/24/2015 6.33% 10.04%

1/14/2016 -3.89% 6.29%
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MAP -DISC. OVERSOLD 

RATIO UPDATED 

10/11/2018

9.2%
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MATERIALS  

The MAP Materials ratio is at 10.69%. This suggests a bullish setup is near. This ratio looks for huge 

amounts of selling. It measures how many Materials stocks have shown a UI sell signal over the past 5 

weeks.  A level this high usually means the high selling is overdone, which should trigger a bounce. 

Historically it has been very accurate.  

This morning, I went through our data to see what the forward returns were for XLB (Materials Select Sector 

SPDR ETF) each time the ratio spikes through 9% (big selling). 

Below are stats on the 9% level and why it is important: 

  

We have had only 5 instances where the ratio has popped above 9%. This is a very rare event!  

  

A couple of observations on XLB returns after jumping above the 9% level: 

  

1) the sector is +4.80% on average three weeks later 

  

2) the sector averages a return of +7.44% eight weeks later 

  

Below are the 5 instances where the ratio spiked above 9%: 

 

BOTTOM LINE: Our data suggests that the Materials sector could bounce sharply in the coming weeks. 

Prior high scoring stocks in this sector will likely bounce the highest. 

 

 

Below are the 5 times (red circle with yellow fill): 

 

 

 

 

 

RATIO ABOVE 9% XLB 3 WEEK RETURN XLB 8 WEEK RETURN

10/9/2014 1.04% 5.85%

7/24/2015 1.42% -6.79%

8/25/2015 6.11% 6.70%

9/24/2015 9.49% 13.47%

1/19/2016 5.96% 17.97%
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Investment Research Disclaimer 

This research is for our clients and readers only, based on current public information that we consider reliable. However, we do not represent that such information is accurate or 

complete, nor should it be relied on as such.Mapsignals.com and its principals (collectively, “MAP”) may provide oral or written market commentary or trading strategies to our 

clients and readers that reflect opinions that are contrary to the opinions expressed in this research. We and our affiliates, officers, directors, and employees, may from time to 

time have long or short positions in the investments, if any, referred to in this research. This research is not an offer to sell or the solicitation of an offer to buy any security in any 

jurisdiction where such an offer or solicitation would be illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, 

financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, 

if appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them may fluctuate. Past 

performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur.  

MAP - MATERIALS 

OVERSOLD UPDATED 

10/11/2018

10.7%
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