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Small caps have moved to record highs along with the equal-weighted S&P 500. The broadening out of the market has moved the NYSE
Cumulative Advance–Decline Line to an all-time high along with our volume model moving to record highs – both indicators confirming the
breakouts in the market. This is evidence that the bull market continues to charge forward in 2026 – but just with higher volatility, which remains
one of our themes for the year ahead. The S&P 500 remains overbought, which could lead to additional volatility, but investors should remain
fearless as we do expect the S&P 500 to reach 7500 by year-end for an 8% gain from current levels. 

Dow Jones Industrial Transportation Average Hits First New High Since 2021

January 20, 2026

The Bull Is Still Charging

The equity market is finally broadening out with the Dow Jones Industrial Transportation Average (DJTA) 
breaking to new all-time highs, finally surpassing its November 2021 high. 
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NYSE Cumulative Advance-Decline Line Hits Record High

Invesco Equal Weight S&P 500 (RSP) Breaks To Record Highs
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We have been negative on small caps for years, but the group is finally enjoying a strong rally. While small caps are known to outperform
in January (a seasonal pattern known as the January Effect), investors are now asking whether this rally signals a more durable period of
outperformance relative to large caps. Small caps have not done well due to weaker earnings power, particularly when compared with
mega-cap stocks. However, recent data suggests that small-cap earnings have bottomed and are beginning to improve. Earnings estimate
revisions are turning higher, and year-over-year earnings forecasts appear to have bottomed. The equity market trades on the change in
direction of asset classes. With a trough and improvement in earnings for small caps, this rally may just be real!

When we look at how small caps are performing relative to large caps, they are breaking an important downtrend. If this holds, it would also 

We would begin to consider adding small caps to portfolios for diversification.

confirm that small caps have made a bottom relative to large caps. 
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Cumulative Net Volume Hits Record High

Small Caps: False Rally Or Is It Real This Time?

Russell 2000 Small-Cap Index Hits All-Time High

Source: Bloomberg, January 15, 2026

Webelievethis is theyearportfoliosneeddiversification,particularlyto defend against marketvolatility. 



Source: Yardeni Research, January 2026

Source: Bloomberg, with annotations by Sanctuary Wealth January 16, 2026

Earnings Estimate Revisions Are Improving For Small Caps
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Russell 2000 Improving Relative To S&P 500



Source: Bloomberg, Sanctuary Wealth, January 2026

With Geopolitical Events & News Almost Daily, Cash Levels Are Rising
Cash levels continue to rise and are currently at $7.7 Trillion. This is a long-term positive for the equity market. We would anticipate this level
to continue to rise with any increased market volatility and fears of continued geopolitical risk.
ICI Money Market Funds Continue To Hit Records At $7.7 Trillion
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Small-Cap Earnings Appear To Have Bottomed And Are Improving
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What To Watch: 10-Year Treasury Yields Moving Higher
Last week President Trump indicated that Kevin Hassett is likely to stay in his current role of Director of National Economic Council, raising
the odds that the new Federal Reserve Chair will be Kevin Warsh. Warsh is known for being a hawk on the Board of Governors at the
Federal Reserve. This news moved the 10-year Treasury yield higher, breaking a key technical level of 4.20% and is testing the 200-day
moving average at 4.22%. A break of this level would indicate this rate is moving higher. The risk is a move toward 4.30%-4.40%, which
could cause volatility for the equity market. 



Source: Bloomberg, Sanctuary Wealth, January 16, 2026
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Sector Rankings By 40-, 26-, And 13-Week Average Relative Price Performance

Sector Readings: Communication Services Strongest, Followed By Industrials; Real Estate Weakest

Communication Services was strongest last week, but it was followed by Industrials rather than Information Technology. Information Technology
had ranked first or second for 31 consecutive weeks, alternating with Communication Services since mid-June. Real Estate is in last place,
followed by Consumer Staples: these two sectors have been swapping the bottom two positions for 7 of the past 8 weeks.

Our sector model analyzes S&P 500 GICS sector classifications, using a weighted measure of price momentum across three time periods. We rank 
each sector from best to worst based upon the average of its 40-, 26-, and 13-week relative price performances. We rank each sector from 1-11 
with 1 being the strongest and 11 the weakest. 



Source: Bloomberg, Sanctuary Wealth, January 16, 2026
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OBOS List: Industrials and Materials Overbought, Utilities Oversold

Industrials and Materials are overbought, with Energy and Healthcare near overbought. Utilities are oversold, while Information Technology is
near oversold.
Our tactical sector rotation model uses the S&P 500 GICS sector classifications. We apply a 13-week rate of change methodology that
normalizes the rankings from overbought (OB) to oversold (OS). An industry group is overbought when it has risen too far too fast, relative to the
rest of the market, based upon its normal movement. Conversely, it’s oversold when it has lost too much too fast, relative to the rest of the
market, based upon its normal movement. Over time, a sector tends to move back toward its normal rate of change, relative to the rest of the
market. Overbought sectors tend to slow their pace of gains in relative price, while oversold sectors tend to improve in relative price until they
reach their average performance again.
Here’s our methodology: the overbought-oversold table of sectors measures the 13-week rate of change in the relative price of each sector. We
then average (i.e., smooth) this for 3 weeks and normalize the results. Normalized oscillator values over 1.0 are considered overbought, while
those between 0.6 and 1.0 are considered near overbought. Normalized oscillator values below -1.0 are considered oversold, while those
between -0.6 and -1.0 are considered near oversold. 
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Source: Bloomberg, Sanctuary Wealth, January 16, 2026
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Earnings, Economic Data, Davos & Geopolitics On Tap This Week 

This week it’s all about domestic economic data and international action plans.

Market Performance: Silver Best Performing Asset So Far This Year, Industrials Best Performing Sector

Markets will continue to digest a tsunami of earnings, key economic releases [including GDP and the Fed’s preferred inflation gauge,
Core Personal Consumption Expenditures (PCE)], as well as commentary emerging from Davos. At the World Economic Forum Annual
Meeting, President Trump is expected to outline elements of a new housing affordability strategy. Layered on top of all this, there are
ongoing geopolitical developments – from Venezuela and Iran to Greenland and Ukraine – that raise the risk of near-term volatility.
Still, markets have been performing well and broadening out – reinforcing the case for investor patience and a well-diversified
portfolio.
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Sanctuary makes no representation as to the accuracy or completeness of information contained herein. Any forward-looking statements are based on assumptions, may
not materialize, and are subject to change without notice. The information is based upon data available to the public and is not an offer to sell or solicitation of offers to
buy any securities mentioned herein. Any investment discussed may not be suitable for all investors. Investors must make their own decisions based on their specific
investment objectives and financial circumstances. Investments are subject to risk, including but not limited to market and interest rate fluctuations. Any performance
data represents past performance which is no guarantee of future results. Prices/ yields/figures mentioned herein are as of the date noted unless indicated otherwise. All
figures subject to market fluctuation and change. Additional information available upon request.

Comments regarding cryptocurrencies or cryptocurrency-based securities are for informational purposes only and do not constitute investment advice or a solicitation to 
buy or sell any cryptocurrency-related product. These products involve significant risks, including high price volatility, evolving regulations, limited market liquidity, and 
vulnerability to fraud and cyberattacks.

Securities offered through Sanctuary Securities, Inc., member FINRA/SIPC. Advisory Services offered through the SEC registered investment advisers Sanctuary Advisors, LLC 
and tru Independence. Sanctuary Wealth consists of the wholly owned subsidiaries: Sanctuary Advisors LLC, Sanctuary Securities, Inc., and tru Independence, as well as 
Sanctuary Alternative Holdings, Sanctuary Asset Management, Sanctuary Insurance Solutions, Sanctuary Global, and Sanctuary Global Family Office.
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*Earnings reflect highlights
Source: MarketWatch/Kiplinger's/CNBC

Nonescheduled,MartinLuther King Jr. holiday

Netflix, KeyCorp, U.S. Bancorp*

Construction spending (delayed report)
Pending home sales
Charles Schwab

Initial jobless claims
GDP (first revision)
Personal income (delayed report)
Personal spending (delayed report)
PCE index (delayed report)
PCE (year-over-year)
Core PCE index
Core PCE (year-over-year)
GE Aerospace, Intel

Consumer sentiment (final)
S&P flash U.S. services PMI
S&P flash U.S. manufacturing PMI
Booz Allen Hamilton


