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Corporate Liquidity Remains Most Favorable in Information Technology 
Our Sector Model Portfolio Outperforms SPY by 10.2% Year-to-Date 

 

We continue to allocate all of our model portfolio to Information Technology (XLK), which outperformed in the 
past two weeks after lagging in the preceding four weeks.  L1 scaled by standard deviation is higher in 
Information Technology than in any other sector, due mostly to large and plentiful buybacks.  The ratio of 
insider buying to total insider trading (IBT) scaled by standard deviation is not only higher in Information 
Technology than in any other sector, but it also is at the highest level in our records.  Since our corporate 
liquidity indicators in Information Technology are extremely bullish, investors have avoided the sector, and the 
sector has underperformed in relation to its historical alpha and beta, we are comfortable overweighting it 
alone. 
 

Sector Liquidity Summary 

Sector Assessment 

 
 
 

L1 Scaled by 
Standard 

Deviation (1)  
L1 Scaled by 

Market Cap (2) 

Insider 
Buying-to-

Trading 
Scaled by 
Standard 

Deviation (3) 

Sector ETF 
Flow As % of 

Assets (4)  

Relative 
Performance 

versus 
Historical 
Alpha and 

Beta (5) 

Consumer Discretionary Bearish 0.89 -0.53% 0.66 4.11% -6.2 

Consumer Staples Neutral 0.22 -0.97% 0.93 18.77% -2.8 

Energy Bullish -0.25 -0.57% 2.67 13.56% 6.4 

Financials Bearish 1.96 1.57% 0.51 37.48% 11.9 

Health Care Bearish 0.65 -0.49% 0.29 6.91% -4.5 

Industrials Bearish 1.21 0.25% 2.73 9.98% -9.3 

Information Technology Recommend -1.22 -3.11% 5.58 -3.13% -5.5 

Materials Neutral 0.53 -0.19% 2.10 17.26% -8.6 

Telecom Services Neutral 0.57 -0.03% 2.49 -5.95% -4.9 

Utilities Neutral 0.05 -0.31% 1.16 7.88% -3.2 

Note: The data on L1 scaled by standard deviation (column 1), insider buying-to-trading scaled by standard deviation (column 3), and relative 
performance versus historical alpha and beta (column 5) is for the past sixty days.  The data on L1 scaled by market cap (column 2) and sector ETF flow 
as a percentage of assets (column 4) is for the past twelve weeks.  For the data on L1 scaled by standard deviation (column 1) and L1 scaled by market 
cap (column 2), more positive values are more bearish.  For the data on insider buying-to-trading scaled by standard deviation (column 3), more positive 
values are more bullish.  The data on relative performance versus historical alpha and beta, we calculate the unadjusted beta over the past two years.  
Then we sum the non-beta related performance for the past sixty days. 

 
Liquidity is bearish in Consumer Discretionary, Financials, Health Care, and Industrials.  L1 scaled by standard 
deviation is extremely bearish in Financials and Industrials and bearish in Consumer Discretionary and Health 
Care.  Also, IBT scaled by standard deviation is unimpressive in Consumer Discretionary, Financials, and 
Health Care, although it is fairly bullish in Industrials. 
 
Our market calls have enabled us to navigate this yearôs treacherous market fairly well, particularly since our 
model portfolio is 100% long at all times.  Our sector model portfolio has outperformed SPY (Spiders) by 
10.2% year-to-date. 
 



Sector Liquidity  
November 6, 2008 
Page 2 of 16 
 

 

Copyright © 2008 TrimTabs Investment Research.  All rights reserved. 

 

L1 Liquidity by Sector 
 
Cash Mergers Equal to -0.07% of Market Cap in Q4 2008.  No Deals Announced, and Three Deals 
Totaling $9.6 Billion in Software & Services Get Scuttled. 
 
The ratio of cash mergers to market cap for Russell 1000 companies is equal to -0.07% in Q4 2008.  No deals 
have been announced, and three deals in the Software & Services sub-sector of Information Technology have 
been cancelled: South Korea-based Samsung Electronics scrapped its purchase of SanDisk for $5.7 billion in 
cash, United Technologies abandoned its purchase of Diebold for $2.6 billion in cash, and WebMD cancelled its 
purchase of HLTH for $1.2 billion in cash.  As a result of these cancellations, cash mergers are negative in 
Information Technology (-0.43%/-$9.5 billion) for the second time in the past three quarters. 
 

Cash Mergers/Market Capitalization by Sector, Q4 2007-Q4 2008 

Quarter 
Consumer 

Discretionary 

Consumer 
Staples Energy Financials 

Health 
Care Industrials 

Information 
Technology Materials 

Telecom 
Services Utilities 

All 
Sectors 

*Q4 08 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% -0.43% 0.00% 0.00% 0.00% -0.07% 

Q3 08 -0.46% 1.03% 0.00% 0.34% 3.69% 0.00% 0.27% 2.03% 0.00% 0.74% 0.72% 

Q2 08 0.09% 4.67% 0.00% 0.28% 0.70% 0.22% -0.30% 0.00% 0.00% 0.00% 0.57% 

Q1 08 0.12% -0.09% 0.00% 0.21% 0.07% 0.20% 1.10% 0.00% 0.00% 0.00% 0.24% 

Q4 07 -0.95% 0.00% 0.16% -0.73% 0.27% 0.16% 0.41% 0.00% 0.00% 0.59% -0.07% 

* Through Thursday, October 30, 2008. 

 
In the past four quarters, cash mergers were highest in Consumer Staples and Health Care and lowest in 
Consumer Discretionary, Energy, and Telecom Services.  Until the credit markets thaw out, stock valuations 
improve, and stock market volatility subsides, we expect potential acquirers to stay on the sidelines. 

 
Cash Mergers/Market Capitalization by Sector, Q1 2008-Q4 2008 
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Announced Stock Buybacks Equal to Only 0.15% of Market Cap in Q4 2008.  $8.0 Billion Buyback for 
Oracle, $5.0 Billion Buyback for Abbott Laboratories, and $2.0 Billion Buyback for Raytheon Only Large 
Announcements This Quarter. 
 
More troubling than the slump in cash mergers is that buyback announcements have not increased even 
though the S&P 500 is down 29.5% since the start of September and down 38.4% year-to-date.  The ratio of 
announced stock buybacks to market cap for Russell 1000 companies is equal to a mere 0.15% in Q4 2008. 
 

Announced Stock Buybacks/Market Capitalization by Sector, Q4 2007-Q4 2008 

Quarter 
Consumer 

Discretionary 

Consumer 
Staples Energy Financials 

Health 
Care Industrials 

Information 
Technology Materials 

Telecom 
Services Utilities 

All 
Sectors 

*Q4 08 0.03% 0.00% 0.00% 0.01% 0.39% 0.24% 0.46% 0.08% 0.00% 0.00% 0.15% 

Q3 08 0.66% 0.20% 0.46% 0.23% 0.18% 0.63% 2.89% 0.45% 0.00% 0.53% 0.79% 

Q2 08 0.85% 0.52% 0.84% 0.29% 0.43% 0.96% 0.19% 0.74% 0.00% 0.00% 0.52% 

Q1 08 0.94% 0.76% 0.74% 0.82% 0.91% 0.86% 1.43% 0.30% 1.37% 0.06% 0.89% 

Q4 07 1.88% 0.35% 0.50% 1.54% 0.85% 2.22% 1.80% 1.64% 2.39% 0.61% 1.37% 

* Through Thursday, October 30, 2008 

 
Buybacks in Q4 2008 have been significant in three sectors: Information Technology (0.46%/$10.2 billion), 
Health Care (0.39%/$6.0 billion), and Industrials (0.24%/$3.4 billion). 
 
In Information Technology, ten buybacks have been announced, and an $8.0 billion buyback for Oracle 
accounts for 79% of the amount.  Buybacks have been most plentiful in Semiconductors (3), Systems Software 
(3), and Application Software (2).  Buybacks in Information Technology have been consistently high, exceeding 
1% of the market cap in five of the past eight quarters. 
 
In Health Care, five buybacks have been announced, and a $5.0 billion buyback for Abbott Laboratories 
accounts for 83% of the amount.  Health Care Equipment has been the only sub-sector with more than one 
buyback announced (Stryker announced a $250 million buyback and Kinetic Concepts announced a $100 
million buyback).  Buybacks in Health Care have diminished significantly.  They exceeded 0.8% of the market 
cap in each of the three quarters from Q3 2007 through Q1 2008, but they were below 0.5% of the market cap 
in each of the three quarters from Q2 2008 through Q4 2008. 
 
In Industrials, six buybacks have been announced, and a $2.0 billion buyback for Raytheon accounts for 58% of 
the amount.  Buybacks have been most plentiful in Aerospace & Defense (2) and Electrical Components & 
Equipment (2).  Buybacks in Industrials have fallen steadily after topping out at a record 2.22% of the market 
cap in Q4 2007. 
 
In the past four quarters, buybacks were highest in Information Technology and Industrials and lowest in 
Utilities and Financials.  Buybacks exceeded 2% of the market cap in the past four quarters in four sectors: 
Consumer Discretionary, Energy, Industrials, and Information Technology.  We expect buybacks to stay 
relatively low.  Not only the economic outlook unfavorable, but companies have less need to repurchase shares 
because many stock options are out of the money. 
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Announced Stock Buybacks/Market Capitalization by Sector, Q1 2008-Q4 2008 
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New Offerings Equal to 0.20% of Market Cap in Q4 2008.  New Offerings Substantial Only Financials and 
Industrials. 
 
The ratio of new offerings to market cap for Russell 1000 companies is 0.20% in Q4 2008, but new offerings 
were non-existent in the past two weeks.  We believe new equity issuance slowed in response to the U.S. 
governmentôs capital injections.  Financial firms, which account for 70% of the amount of new offerings this 
year, have little reason to sell shares to private investors if the government is buying preferred stock with a 5% 
dividend yield and few strings attached. 
 

New Offerings/Market Capitalization by Sector, Q4 2007-Q4 2008 

Quarter 
Consumer 

Discretionary 

Consumer 
Staples Energy Financials 

Health 
Care Industrials 

Information 
Technology Materials 

Telecom 
Services Utilities 

All 
Sectors 

*Q4 08 0.01% 0.00% 0.00% 0.73% 0.00% 0.84% 0.00% 0.00% 0.00% 0.00% 0.20% 

Q3 08 0.03% 0.08% 0.19% 1.55% 0.05% 0.01% 0.03% 0.00% 0.00% 0.05% 0.29% 

Q2 08 0.04% 0.18% 0.10% 2.62% 0.09% 0.16% 0.06% 0.31% 0.21% 0.13% 0.50% 

Q1 08 0.02% 0.03% 0.17% 0.83% 0.04% 0.00% 0.00% 0.00% 0.00% 0.00% 0.17% 

Q4 07 0.12% 0.05% 0.38% 0.42% 0.22% 0.12% 0.06% 0.00% 0.00% 0.08% 0.19% 

* Through Thursday, October 30, 2008. 

 
New offerings in Q4 2008 have been substantial in only two sectors: Industrials (0.84%/$12.2 billion) and 
Financials (0.73%/$15.1 billion). 
 
In Industrials, new offerings have already reached the highest level in our records, but the only deal has been a 
$12.2 billion secondary for General Electric. 
 
In Financials, six deals have priced, led by an $11.5 billion secondary for Bank of America, a $2.3 billion 
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secondary for MetLife, and an $850 million convertible for Hartford Financial Services.  New equity issuance in 
Financials has exploded to a record 5.73% of the market cap this year.  We expect new offerings in Financials 
to subside because the government is offering to take stakes in a broad range of financial companies. 
 
In the past four quarters, new offerings were highest in Financials and Industrials and lowest in Information 
Technology and Consumer Discretionary.  Despite the explosion of equity issuance in Financials, corporate 
America as a whole has not been selling many new shares.  In the past four quarters, new offerings were below 
0.25% of the market cap in five sectors: Consumer Discretionary, Health Care, Information Technology, 
Telecom Services, and Utilities. 
 

New Offerings/Market Capitalization by Sector, Q1 2008-Q4 2008 
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Net Insider Selling Slips to 0.05% of Market Cap in Q3 2008, Second-Lowest in Our Records.  Energy 
and Telecom Services Insiders Net Buyers for First Time in Our Records. 
 
We use filings of Form 4 (Statement of Changes in Beneficial Ownership) with the Securities and Exchange 
Commission to track purchases and actual sales of U.S. equities by top corporate insiders.  We calculate net 
insider selling by subtracting insider buying from insider selling.  We include insider trading data for all Russell 
3000 companies in our database. 
 

Net Insider Selling/Market Capitalization by Sector, Q3 2007-Q3 2008 

Quarter 
Consumer 

Discretionary 

Consumer 
Staples Energy Financials 

Health 
Care Industrials 

Information 
Technology Materials 

Telecom 
Services Utilities 

All 
Sectors 

Q3 08 0.07% 0.03% -0.01% 0.05% 0.06% 0.16% 0.06% 0.05% -0.01% 0.02% 0.05% 

Q2 08 0.00% 0.04% 0.09% 0.00% 0.03% 0.16% 0.11% 0.02% 0.06% 0.03% 0.06% 

Q1 08 -0.01% 0.03% 0.01% -0.01% -0.17% 0.10% 0.06% 0.00% 0.02% 0.02% 0.00% 

Q4 07 0.14% 0.02% 0.06% 0.08% 0.08% 0.15% 0.23% 0.12% 0.06% 0.03% 0.11% 

Q3 07 0.15% 0.04% 0.06% 0.12% 0.06% 0.03% 0.17% 0.47% 0.20% 0.01% 0.12% 
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The ratio of net insider selling to market cap was 0.05% in Q3 2008, nearly unchanged from 0.06% in Q2 2008.  
These levels were the second-lowest and third-lowest in our records, but they were higher than the record low 
of 0.00% in Q1 2008.  It is not bullish that insiders sold more on net in Q2 2008 and Q3 2008 than they did in 
Q1 2008 even though stock prices were much lower and even more stock options were pushed out of the 
money. 
 
Insiders were net buyers in Q3 2008 in Energy (-0.01%/-$100 million) and Telecom Services (-0.01%/-$40 
million).  Energy insiders were net buyers for the first time in our records, and their net buying was in sharp 
contrast to their net selling (0.09%/$1.8 billion) in Q2 2008, when oil prices topped out.  Telecom Services 
insiders were also net buyers for the first time in our records. 
 
Net insider selling in Q3 2008 was highest in Industrials (0.16%/$2.2 billion) and Consumer Discretionary 
(0.07%/$850 million).  Industrials had the highest level of net insider selling for the second consecutive quarter, 
and last quarterôs level was right in line with the historical average of $2.2 billion per quarter.  Net insider selling 
in Consumer Discretionary was the third-lowest in our records. 
 
In the past four quarters, net insider selling was highest in Industrials and Information Technology and lowest in 
Health Care and Utilities. 
 

Net Insider Selling/Market Capitalization by Sector, Q4 2007-Q3 2008 
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Ratio of Insider Buying-to-Trading Most Bullish in Information Technology and Industrials and Least 
Bullish in Health Care and Financials. 
 
The ratio of insider buying to total insider trading (IBT) is a powerful tool to identify outperforming sectors and 
sub-sectors.  While insiders sell shares in size for many reasons, they buy shares in size mostly because they 
expect share prices to rise.  To smooth volatility, we use a 60-day moving average of IBT. 
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60-Day Moving Average of Ratio of Insider Buying to Total Insider Trading 

 
Consumer 

Discretionary 

Consumer 
Staples Energy Financials 

Health 
Care Industrials 

Information 
Technology Materials 

Telecom 
Services Utilities 

 
Current Ratio 
(60 Day MA) 22.1% 13.8% 40.3% 27.4% 16.9% 33.4% 41.3% 39.1% 42.9% 25.6% 
 
Average Ratio 
(60 Day MA) 14.6% 8.7% 15.7% 21.1% 14.5% 12.4% 7.4% 19.5% 18.9% 16.8% 
Standard Deviation 
of Current Ratio 
(60 Day MA) 11.4% 5.4% 9.2% 12.4% 8.5% 7.7% 6.1% 9.3% 9.6% 7.6% 
Current Ratio (60 
Day MA) Scaled by 
Standard Deviation 

          
0.66  

          
0.93  

          
2.67  

          
0.51  

          
0.29  

          
2.73  

          
5.58  

          
2.10  

          
2.49  

          
1.16  

 
Insider buying is least bullish in Health Care and Financials, but it somewhat exceeds its historical average in 
both sectors.  Graphs of the 60-day moving average of IBT for all ten sectors appear in the Appendix of this 
issue. 
 
Insider buying is most bullish in Information Technology and Energy.  The current ratio is 5.6 times its historical 
average in Information Technology.  As the graph below shows, the ratio in Information Technology is the 
highest we have ever recorded.  The current ratio is 2.7 times its historical average in Energy. 
 

 
 
Tables of the Information Technology companies with the highest levels of insider buying and insider selling in 
the past month and the past three months follow below.  Please contact us if you would like to receive 
additional data on insider activity. 
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Top Technology Stocks by Insider Buying for Oct 3-Nov 4, 2008 

Ticker Company Name  Count Total 
SRVY GREENFIELD ONLINE 1 54,420,083 

CVG CONVERGYS CORP 2 14,178,621 

VMW VMWARE INC-CLASS A 1 13,259,400 

ID L-1 IDENTITY SOLUTIONS INC 3 7,128,800 

SUMT SUMTOTAL SYSTEMS INC 4 2,977,261 

IIG IMERGENT INC 1 2,794,108 

MSCS MSC.SOFTWARE CORP 2 1,890,523 

DDIC DDI CORP 1 1,555,229 

RNOW RIGHTNOW TECHNOLOGIES INC 2 1,242,628 

ERTS ELECTRONIC ARTS INC 1 1,041,339 

ULTI ULTIMATE SOFTWARE GROUP INC 4 902,179 

MGI MONEYGRAM INTERNATIONAL INC 1 899,000 

ADPT ADAPTEC INC 1 829,311 

LOGI LOGITECH INTERNATIONAL-REG 1 825,908 

VOCS VOCUS INC 2 822,190 

LCRD LASERCARD CORP 1 712,824 

ENTU ENTRUST INC 1 620,072 

ELOY ELOYALTY CORP 2 582,164 

ATMI ATMI INC 3 565,446 

PTEC PHOENIX TECHNOLOGIES LTD 4 509,310 

 

Top Technology Stocks by Insider Selling for Oct 3-Nov 4, 2008 

Ticker Company Name Count Total 
MSFT MICROSOFT CORP 2 -90,860,700 

VMW VMWARE INC-CLASS A 1 -13,259,400 

HITT HITTITE MICROWAVE CORP 2 -11,486,073 

ACXM ACXIOM CORP 2 -10,413,700 

ID L-1 IDENTITY SOLUTIONS INC 1 -7,100,000 

FLIR FLIR SYSTEMS INC 4 -5,427,158 

ELNK EARTHLINK INC 1 -4,937,174 

ORCL ORACLE CORP 1 -4,141,660 

PMTC PARAMETRIC TECHNOLOGY CORP 2 -3,869,564 

AAPL APPLE INC 1 -3,206,805 

EFII ELECTRONICS FOR IMAGING 1 -3,179,067 

HPY HEARTLAND PAYMENT SYSTEMS IN 1 -2,869,484 

EPIQ EPIQ SYSTEMS INC 2 -2,335,875 

QCOM QUALCOMM INC 3 -1,520,910 

RVBD RIVERBED TECHNOLOGY INC 2 -1,502,307 

TNDM NEUTRAL TANDEM INC 2 -1,426,790 

NVDA NVIDIA CORP 1 -1,395,000 

XLNX XILINX INC 2 -1,364,270 

DLB DOLBY LABORATORIES INC-CL A 2 -1,222,632 

EGMI ELECTRONIC GAME CARD INC 1 -1,210,729 
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Top Technology Stocks by Insider Buying for Aug 3-Nov 4, 2008 

Ticker Company Name Count Total 
FDRY FOUNDRY NETWORKS INC 1 173,690,060 

DELL DELL INC 1 99,958,849 

CVG CONVERGYS CORP 2 66,237,985 

SRVY GREENFIELD ONLINE 1 54,420,083 

XLTC EXCEL TECHNOLOGY INC 1 49,387,776 

ATVI ACTIVISION INC 1 35,183,677 

DMRC DIGIMARC CORP 1 26,111,757 

ID L-1 IDENTITY SOLUTIONS INC 3 17,021,300 

HBE HENRY BROS. ELECTRONICS INC 2 15,706,647 

VMW VMWARE INC-CLASS A 1 13,259,400 

EPIC EPICOR SOFTWARE CORP 2 9,020,000 

LNUX SOURCEFORGE INC 4 3,239,059 

SUMT SUMTOTAL SYSTEMS INC 4 2,977,261 

IIG IMERGENT INC 1 2,794,108 

TZOO TRAVELZOO INC 4 2,792,826 

SNCR SYNCHRONOSS TECHNOLOGIES INC 1 2,640,800 

DDIC DDI CORP 1 2,528,513 

MSCS MSC.SOFTWARE CORP 2 2,146,716 

ADPT ADAPTEC INC 1 1,915,019 

SSYS STRATASYS INC 3 1,475,200 

 

Top Technology Stocks by Insider Selling for Aug 3-Nov 4, 2008 

Ticker Company Name Count Total 
MSFT MICROSOFT CORP 3 -368,952,124 

ATVI ACTIVISION INC 5 -110,386,246 

IBM INTL BUSINESS MACHINES CORP 4 -67,393,462 

QCOM QUALCOMM INC 8 -37,379,415 

CNQR CONCUR TECHNOLOGIES INC 7 -29,499,933 

INTU INTUIT INC 4 -27,293,057 

MPWR MONOLITHIC POWER SYSTEMS INC 8 -26,700,489 

HITT HITTITE MICROWAVE CORP 3 -25,877,565 

IPGP IPG PHOTONICS CORP 7 -22,742,480 

SKIL SKILLSOFT PLC - ADR 5 -22,102,655 

JNPR JUNIPER NETWORKS INC 3 -19,453,190 

ORCL ORACLE CORP 4 -19,386,645 

VMW VMWARE INC-CLASS A 3 -14,789,426 

CTCT CONSTANT CONTACT INC 1 -14,160,912 

MA MASTERCARD INC-CLASS A 3 -12,863,197 

SYMC SYMANTEC CORP 9 -11,868,601 

EBIX EBIX INC 2 -11,564,733 

ELNK EARTHLINK INC 3 -10,969,036 

QSII QUALITY SYSTEMS INC 5 -10,735,980 

ACXM ACXIOM CORP 4 -10,450,243 
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Sector ETF Flows 
 
Consumer Discretionary ETFs Only Sector ETFs Posting Substantial Outflow in Past Four Weeks, 
Losing 8% of Assets. 
 
We remain hesitant to read much into exchange-traded fund flows.  Market volatility has been extraordinarily 
high, and some of the recent inflows into ETFs probably occurred because investors were buying ETFs to 
hedge short positions in other investment vehicles.   
 
Consumer Discretionary ETFs were the only sector ETFs posting a substantial outflow in the past four weeks, 
redeeming 8% of assets.  By contrast, Financials and Materials were the most popular sector ETFs, issuing 
5% and 7% of assets, respectively. 
 
Taking a longer-term view over the past twelve weeks, ETF investors were net buyers in eight out of ten 
sectors.  Consumer Staples, Energy, Financials, Industrials, and Materials ETFs all issued at least 10% of 
assets.  Information Technology and Telecom Services ETFs were the only sector ETFs posting outflows, 
redeeming 3% of assets and 6% of assets, respectively. 

 
Sector ETF Flows by Sector, Periods Ended October 31 

Period 
Consumer 

Discretionary 

Consumer 
Staples Energy Financials Health Care Industrials 

Information 
Technology Materials 

Telecom 
Services Utilities 

Past 4 
Weeks 

-$157 
-8% 

$76 
2% 

-$278 
-3% 

$1,301 
5% 

$153 
2% 

-$117 
-2% 

$171 
2% 

$328 
7% 

$2 
0% 

-$72 
-2% 

Past 8 
Weeks 

$442 
21% 

$544 
12% 

$2,178 
20% 

$8,670 
36% 

$399 
4% 

$215 
4% 

-$200 
-2% 

$777 
16% 

-$31 
-5% 

$156 
5% 

Past 12 
Weeks 

$85 
4% 

$823 
19% 

$1,465 
14% 

$9,053 
37% 

$701 
7% 

$531 
10% 

-$268 
-3% 

$862 
17% 

-$40 
-6% 

$253 
8% 

Amounts are in millions of U.S. dollars; percentages express flows as percentages of assets. 

 
Sector ETF Flows As Percentages of Assets by Sector, Periods Ended October 31 
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Bottom Line: We Continue to Recommend Overweighting Information Technology. 
 
We continue to allocate all of our model portfolio to Information Technology (XLK), which outperformed in the 
past two weeks after lagging in the preceding four weeks.  L1 scaled by standard deviation is higher in 
Information Technology than in any other sector, due mostly to large and plentiful buybacks.  The ratio of 
insider buying to total insider trading (IBT) scaled by standard deviation is not only higher in Information 
Technology than in any other sector, but it also is at the highest level in our records.  Since our corporate 
liquidity indicators in Information Technology are extremely bullish, investors have avoided the sector, and the 
sector has underperformed in relation to its historical alpha and beta, we are comfortable overweighting it 
alone. 
 
Liquidity is bearish in Consumer Discretionary, Financials, Health Care, and Industrials.  L1 scaled by standard 
deviation is extremely bearish in Financials and Industrials and bearish in Consumer Discretionary and Health 
Care.  Also, IBT scaled by standard deviation is unimpressive in Consumer Discretionary, Financials, and 
Health Care, although it is fairly bullish in Industrials. 
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Consumer Discretionary Bearish 0.89 -0.53% 0.66 4.11% -6.2 

Consumer Staples Neutral 0.22 -0.97% 0.93 18.77% -2.8 

Energy Bullish -0.25 -0.57% 2.67 13.56% 6.4 

Financials Bearish 1.96 1.57% 0.51 37.48% 11.9 

Health Care Bearish 0.65 -0.49% 0.29 6.91% -4.5 

Industrials Bearish 1.21 0.25% 2.73 9.98% -9.3 

Information Technology Recommend -1.22 -3.11% 5.58 -3.13% -5.5 

Materials Neutral 0.53 -0.19% 2.10 17.26% -8.6 

Telecom Services Neutral 0.57 -0.03% 2.49 -5.95% -4.9 

Utilities Neutral 0.05 -0.31% 1.16 7.88% -3.2 

Note: The data on L1 scaled by standard deviation (column 1), insider buying-to-trading scaled by standard deviation (column 3), and relative 
performance versus historical alpha and beta (column 5) is for the past sixty days.  The data on L1 scaled by market cap (column 2) and sector ETF flow 
as a percentage of assets (column 4) is for the past twelve weeks.  For the data on L1 scaled by standard deviation (column 1) and L1 scaled by market 
cap (column 2), more positive values are more bearish.  For the data on insider buying-to-trading scaled by standard deviation (column 3), more positive 
values are more bullish.  The data on relative performance versus historical alpha and beta, we calculate the unadjusted beta over the past two years.  
Then we sum the non-beta related performance for the past sixty days. 

 
Our unleveraged, long-only model portfolio is based on our overweight sector recommendations.  If we 
recommend overweighting one sector, we allocate our entire model portfolio to the corresponding sector 
SPDR.  If we recommend overweighting two sectors, we allocate our model portfolio equally between the 
corresponding sector SPDRs.  We make trades in our model portfolio at the close every other Thursday.  Since 
the inception of TrimTabs Sector Liquidity on Thursday, March 16, 2006, our model portfolio has gained 
10.5%, while SPY (Spiders) has lost 18.6%. 
 




