
Key Takeaways

• The top five themes for 2022 deal in the physical rather 
than digital (i.e., are not technology related).

• Our top theme for 2022 is Infrastructure, the only theme 
to maintain an overweight rank all year by our Thematic 
Opps scorecard. 

• We may downgrade Infrastructure in a deep-recession 
scenario; however, the group has remained semi-
defensive with construction spending from the Build 
Back Better, IRA, and CHIPS bills serving as a catalyst.
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What matters: 

• In last week’s publication, we highlighted the 6th to 10th-ranked themes. Today we continue with the top 5. 

• All the top-ranked themes deal in the physical rather than digital realm (i.e., are not technology related).

• Infrastructure stands out as the only theme to remain overweight the entire year (data as of 12/19/2022).

The next five

2022's Top 5 Themes
Rank Theme YTD % Perf. Rank Days at OW OW Rank

5 Agriculture -10.0 5 111 7

4 Environmental Services -11.6 7 171 4

3 Solar -1.5 3 118 5

2 Natural Resources 6.1 2 194 3

1 Infrastructure -8.1 4 243 1

As of 12/19/2022

Ned Davis Research T_TO_OR202212281

mailto:themes@ndr.com
https://www.ndr.com/marketing/bios/pat.tschosik_bio.pdf
https://www.ndr.com/marketing/bios/matt.bauer_bio.pdf
https://www.ndr.com/group/ndr/content-viewer/-/v/TO_OR202212211*PDF
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What matters: 

• The Agriculture thematic index peaked in May, but it has held on to much of its strong first-half 
performance. It is down about 10% in 2022 -- half the decline of the S&P 500.

• Performance of the Ag theme has been driven by the VanEck Ag ETF MOO where large contributions 
came from Deere & Co (DE) and Archer Daniels Midland (ADM), which are both up over 25% in 2022.

• The cap-weighted Agriculture thematic ETF index was recently lowered to marketweight by our 
scorecard, but it has been a very good defensive holding in a very rough year for the market.

#5 Agriculture
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Weekly Data 2019-12-13 to 2022-12-16NDR Agriculture Specialty Portfolio RS vs. Overall Score
NDR Agriculture Specialty Portfolio / S&P 500 Index(2022-12-16 = 80.06)

Agriculture Overall Scor…(2022-12-16 = 68.63)

Watch Ag RS for a 
breakdown

Ag recently fell  
to neutral

https://www.ndr.com/invest/products/TO_SCORECARD.RPT
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#4 Environmental Services

What matters: 

• Environmental Services, often a fancy name for garbage collection, is rated overweight by our Thematic 
Opps Scorecard, and has been overweight 70% of the time in 2022. 

• Top holdings in the VanEck Environmental Services ETF (EVX), Waste Management (WM), Republic 
Services (RSG), and Waste Connections (WCN), are all down less than 7% in 2022. 

• This theme’s rank is getting close to 70, where it could be lowered to neutral, but we like this theme 
long-term as we see growth driven by Millennial and Gen-Z household formation.
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Weekly Data 2019-12-13 to 2022-12-16NDR Environmental Services Specialty Portfolio RS vs. Overall Score
NDR Environmental Services Specialty Portfolio / S&P 500 Index(2022-12-16 = 119.01)

Environmental Services Overall Scor…(2022-12-16 = 78.43)

Intermediate RS
trend intact

https://www.ndr.com/invest/products/TO_SCORECARD.RPT
https://www.ndr.com/invest/products/TO_SCORECARD.RPT
https://www.ndr.com/invest/products/TO_SCORECARD.RPT
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#3 Solar

What matters: 

• Solar has seen volatility all year, but a relative strength uptrend has also been visible all year and the 
theme has been rated overweight 83% of the time since May.

• Solar hit a rough patch in Q4 when it was downgraded to neutral from mid-October to mid-November, but 
it is back to overweight and has been the bright spot (pun intended) for Clean Energy all year.

• Near-term, residential solar is acting defensive as a substitute product for high utility electricity prices. 
Long-term, we are bullish on the increase in solar farms worldwide. Solar is on watch for an upgrade.
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Weekly Data 2019-12-13 to 2022-12-16NDR Solar Specialty Portfolio RS vs. Overall Score
NDR Solar Specialty Portfolio / S&P 500 Index (2022-12-16 = 10.64)

Solar Overall Scor…(2022-12-16 = 90.20)

Wait for Solar RS to break out

Solar has been
volatile

https://www.ndr.com/invest/products/TO_SCORECARD.RPT
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#2 Natural Resources

What matters: 

• It was a good first half for commodities, especially Energy-related. Despite its recent pullback, the 
Continuous Commodity Index (CCI) is still running up 20% YTD versus the S&P 500 down about 20%.

• Traditional Energy which, on its own could be argued as the theme of the year, drove returns in Natural 
Resource (NR) ETFs.  The 45% return for E&P stocks in the FlexShares NR ETF (GUNR) was key.

• While we remain long-term overweight Traditional Energy based on underinvestment, the near-term 
outlook for commodities is murky with a recession looming and the U.S. dollar weakening.
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Weekly Data 2019-12-13 to 2022-12-16NDR Natural Resources Specialty Portfolio RS vs. Overall Score
NDR Natural Resources Specialty Portfolio / S&P 500 Index (2022-12-16 = 63.30)

Natural Resources Overall Scor…(2022-12-16 = 100.00)

https://www.ndr.com/invest/products/TO_SCORECARD.RPT
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#1 Infrastructure

What matters: 

• Congratulations to our 2022 theme of the year, Infrastructure. It was the only theme to maintain an 
overweight status 100% of the time in 2022, aided by relatively low volatility.

• We have been pleased to be overweight the Global X US Infrastructure ETF (PAVE), which is down only 
about 6% this year. Steel and Ag Machinery industries, with returns over 20%, were key drivers.

• We may downgrade Infrastructure in a deep-recession scenario; however, the group should remain semi-
defensive behind construction spending from Build Back Better, IRA, and CHIPS bills.
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Weekly Data 2019-12-13 to 2022-12-16NDR Infrastructure Specialty Portfolio RS vs. Overall Score
NDR Infrastructure Specialty Portfolio / S&P 500 Index (2022-12-16 = 98.44)

Infrastructure Overall Scor…(2022-12-16 = 96.08)

The only theme to be ranked
Overweight all year by our scorecard

https://www.ndr.com/invest/products/TO_SCORECARD.RPT
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NDR HOUSE VIEWS  (Updated December 22, 2022)

For global asset allocation, NDR recommends an overweight 
allocation to stocks, marketweight allocation to bonds, and an 
underweight allocation to cash. Our overweight equity 
allocation is in response to improving model readings and a 
shift in Fed rate hike expectations.

Equity Allocation

U.S. | We are neutral on stocks on an absolute basis and 

relative to bonds and cash. Macro and earnings concerns are 

off set by extreme pessimism and technical improvements. We 

favor small-caps over large-caps and Value over Growth.

INTERNATIONAL | We are overweight Europe ex. U.K., 

Emerging Markets, and Pacific ex. Japan. We are underweight 

U.S. and Japan while neutral on U.K. and Canada.

Macro

ECONOMY | The global economy is in a sustained slowdown 

due to waning monetary and fiscal support, stubbornly high 

inflation, and rising geopolitical risk. While the slowdown 

remains moderate, the risk of severe recession increases in 

2023. Global inflation pressures are easing but will remain 

historically elevated in the foreseeable future.

FIXED INCOME | We raised our bond exposure to 100% of 

benchmark duration and are neutral on the yield curve.  We 

are overweight Treasurys and MBS and underweight high 

yield, ABS and TIPS. We are marketweight everything else. 

GOLD | We are currently bullish. The majority of our Gold 

Watch report indicators are now bullish and gold stands to 

benefit from seasonality and declining bond yields.

DOLLAR | We are bearish due to worsening momentum and 

model readings.

 Overweight     Marketweight     Underweight

Near term activity:    Accelerating    Neutral    Decelerating 

Global Asset Allocation

Stocks (65%)

Bonds (35%)

Cash (0%)

Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Equities — Regional Relative Allocation

Europe ex. U.K. (14%) | Emerging Markets (14%) | Pacific ex 
Japan (6%)

U.K. (4%) | Canada (3%)

U.S. (56%) | Japan (3%)

Benchmark – U.S. (61.5%), Europe ex. U.K. (12%), Emerging Markets (11.2%), Japan (5.4%), 
U.K. (3.8%), Pacific ex. Japan (3%), Canada (3.1%) 

Global Bond Allocation

Europe (28%)

U.S. (55%) | Japan (14%)

U.K. (3%)

Benchmark: U.S. (55%), Europe (26%), Japan (14%), U.K. (5%)

U.S. Allocation
Small-Cap  | Value

Stocks (55%) | Bonds (35%) | Cash (10%) | Mid-Cap

Large-Cap | Growth

Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Sectors

Health Care (17%) | Energy (5%) | Materials (4%)

Consumer Discretionary (8%)

Benchmark: Technology (27.4%), Health Care (13.8%), Financials (10.7%), Communication 
Services (9.3%), Consumer Discretionary (12.1%), Consumer Staples (7.0%), Industrials 
(7.9%), Energy (4.0%), Utilities (2.7%), Real Estate (2.7%), Materials (2.5%)

U.S. Bonds — 100% of Benchmark Duration

Global Economy
(2.9%)

U.S. Economy
(1.5%-2.0%)

U.S. Inflation
(4.0%-4.5%)

Economic gauges reflect changes in near-term economic activity. Numbers in parenthesis 
refer to NDR 2022 forecasts.

Economic Summary  December 19, 2022

O N  T H E  R A D A R T H E M A T I C
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Important Information and Disclaimers
NDR (Ned Davis Research) uses the weight of the evidence and a 360-degree approach to build up to market 
insights.  When we say “evidence,” we mean processing millions of data series to fuel a historical perspective, build 
proprietary indicators and models, and calm investors in a world full of bull/bear news hype and hysteria.  We believe 
that no client is too big or too small to benefit from NDR’s insights.

The data and analysis contained in NDR’s publications are provided “as is” and without warranty of any kind, either 
expressed or implied. The information is based on data believed to be reliable, but it is not guaranteed.   NDR 
DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY 
WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.

NDR’s reports reflect opinions of our analysts as of the date of each report, and they will not necessarily be updated 
as views or information change.  All opinions expressed therein are subject to change without notice, and you should 
always obtain current information and perform due diligence before trading. NDR or its aff iliated companies or their 
respective shareholders, directors, off icers and/or employees, may have long or short positions in the securities 
discussed in NDR’s publications and may purchase or sell such securities without notice.

NDR uses and has historically used various methods to evaluate investments which may, at times, produce 
contradictory recommendations with respect to the same securities. When evaluating the results of prior NDR 
recommendations or NDR performance rankings, one should also consider that NDR may modify the methods 
it uses to evaluate investment opportunities from time to time, that model results do not impute or show 
the compounded adverse eff ect of transaction costs or management fees or reflect actual investment 
results, that other less successful recommendations made by NDR are not included with these model 
performance reports, that some model results do not reflect actual historical recommendations, and that 
investment models are necessarily constructed with the benefit of hindsight.  Unless specifically noted on 
a chart, report, or other device, all performance measures are purely hypothetical, and are the results of 
back-tested methodologies using data and analysis over time periods that pre-dated the creation of the 
analysis and do not reflect tax consequences, execution, commissions, and other trading costs. For these 
and for many other reasons, the performance of NDR’s past recommendations and model results are not a 
guarantee of future results.

Using any graph, chart, formula, model, or other device to assist in deciding which securities to trade or when to 
trade them presents many diff iculties and their eff ectiveness has significant limitations, including that prior patterns 
may not repeat themselves continuously or on any particular occasion.  In addition, market participants using such 
devices can impact the market in a way that changes the eff ectiveness of such devices. NDR believes no individual 
graph, chart, formula, model, or other device should be used as the sole basis for any investment decision and 
suggests that all market participants consider diff ering viewpoints and use a weight of the evidence approach that 
fits their investment needs. Any particular piece of content or commentary may or may not be representative of the 
NDR House View, and may not align with any of the other content or commentary that is provided in the service. 
Performance measures on any chart or report are not intended to represent the performance of an investment 
account or portfolio, as some formulas or models may have superior or inferior results over diff ering time periods 
based upon macro-economic or investment market regimes.  NDR generally provides a full history of a formula 
or model’s hypothetical performance, which often reflects an “all in” investment of the represented market or 
security during “buy”, “bullish”, or similar recommendations. This approach is not indicative of the intended usage 
of the recommendation in a client’s portfolio, and for this reason NDR does not typically display returns as would 
be commonly stated when reporting portfolio performance. Clients seeking the usage of any NDR content in a 
simulated portfolio back-test should contact their account representative to discuss testing that NDR can perform 
using the client’s specific risk tolerances, fees, and other constraints.

NDR’s reports are not intended to be the primary basis for investment decisions and are not designed to meet 
the particular investment needs of any investor.   The reports do not address the suitability of any particular 
investment for any particular investor.  The reports do not address the tax consequences of securities, investments, 
or strategies, and investors should consult their tax advisors before making investment decisions.  Investors should 
seek professional advice before making investment decisions.  The reports are not an off er or the solicitation of an 
off er to buy or to sell a security. 
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See the signals.TM 
Founded in 1980, Ned Davis Research Group is a leading independent 

research firm with clients around the globe. With a range of products 

and services utilizing a 360° methodology, we deliver award-winning 

solutions to the world’s leading investment management companies. 

Our clients include professionals from global investment firms, 

banks, insurance companies, mutual funds, hedge funds, pension 

and endowment funds, and registered investment advisors.


