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Momentum Indicator Study Details

Energy Select Sector SPDR Fund Quarterly ETFSector.com Intermediate-term Momentum Indicator

50-day & 200-day Moving Averages
with MACD (12,26,9) & RSI (14)

Construction:

/ YT * Indicator Value = (1M (Trailing) Excess Total Returns *
Ly /wf 0.2) + (3M Excess Total Returns * 0.5) + 6M Excess Total
f \\ Returns * 0.3)

/‘\1

* Binning Values by groups of 5

* Averaging coincident 1, 3, 6 and 12-month coincident
excess total return vs. reference security by bin

Study Securities:

* Sector Proxy: XLE
— Energy Select Sector SPDR Fund - Total Return Relative to S&P 500 - Reference Security: SPY
Look Back Period:

 20years (Chart)

Objective:

* Insight into the behavior of sector level momentum

* ldentifying historical levels that coincided with
positive excess returns historically
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Momentum Indicator Study: Notable Results

Energy Sector Data: Bin Count Totals and Forward Returns
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Key Takeaways:

Potential alpha opportunities from the
indicator are highest in the 6-month forward
window

The highest average FWD returns coincide
with the tails of the distribution at >15 and <-
15

Scores between values of -10 and 5 coincide
with negative returns on average

Based on this research the current reading on
the Energy Sector momentum oscillator (-8.59
on May 28, 2025) would suggest negative
forward returns based on 717 observations
over the previous 20 years of data
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Momentum Indicator Study: Insights & Strategy Tips

Insights on the Research:
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Energy Sector Mo Score and 3-Month Forward Returns Over Time
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The -15 value coincided with the high excess average
excess returns over 3 and 6-month periods

However, plotting out the signals in analog form
(chart left, bottom) shows most of the sector excess
returns were generated in the 2020-2022 period when
the score rolled to extreme lows

5is a key threshold on the upside as all previous
upside moves of significance in the study window
have generated scores above that level for a
sustained period of time, generating a significant
amount of the excess returns attributed in the study

If we were to implement a trading strategy around this
indicator it would include
* Identifyingthe -15 and 5 levels as alerts

* Onthe-15threshold we set a technical accumulation
signals based on downside trend deviation (overbought
or oversold band around the price trend)

* Holding period between 3-6 months

* Longer holding periods with a risk management
strategy like a hedge or a trailing stop loss

* These characteristics would get you in at an extreme
below the threshold level which is where the alphain
the study comes from
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