S&P Finance vs SPX = Z-score is 1.28 (below 2), not extremely overbought now, yet could easily compress
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Big Pharma vs SPX  = no longer the easy trade, yet slightly overbought
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S&P Basics vs SPX = About a 4%chance that XLB will stay in this oversold state (within 20 days)
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Russell 2000 vs SPX= No extreme deviation on this one




Finally…from the 780 paired scans of ETF pairs this one is in a ‘Extreme Deviation’ state: 

IAH (Internet Architecture Holder) vs the NASDAQ 100

(Listing of constituents here)
http://www.holdrs.com/holdrs/main/index.asp?Action=HOLDROutstanding&SubAction=IAH&HoldrName=Internet%A0Architecture%A0HOLDRS
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DISCLAIMER
Advanced Portfolio Solutions,  is not a registered investment advisor or broker/dealer, it is an independent research entity. Readers are advised that the material contained herein should be used solely for informational and educational purposes. Advanced Portfolio Solutions does not purport to tell or suggest which investment securities members or readers should buy or sell for themselves. Site users should always conduct their own research and due diligence and obtain professional advice before making any investment decision. Advanced Portfolio Solutions will not be liable for any loss or damage caused by a reader's reliance on information obtained in this literature or on our web site. Our readers are solely responsible for their own investment decisions.
The information contained herein does not constitute a representation by the publisher or a solicitation for the purchase or sale of securities. Our analyses is based on sources believed to be reliable and are written in good faith, but no representation or warranty, expressed or implied, is made as to their accuracy or completeness. Furthermore, all our analyses is based on Quantitative, Mathematical and Statistical modeling, and as such are subject to the laws of probability distributions, modeling mis-specifications, error terms, and correlation convergence under stress.  No company or fundamental type research is undertaken.  The primary research focus of this site is ETF’s (Exchange Traded Funds), which are publicly available baskets of securities, with publicly available constituents and weights and trade as a single security (reducing brokerage commissions), with minimal rebalancing (increased tax efficiency).   ETF’s mirror broad market indices or specialized sector, style, country or asset classes. ETF’s trade continuously during regular exchange hours in the United States of America.  Owners, employees, friends, relatives, students, professors, colleagues , neighbors and writers may hold positions in the ETF’s that are discussed in this report or on our web site.  All information contained in this report should be independently verified by the reader. The editor and publisher are not responsible for errors or omissions.  Further information on ETF’s can be found at the following two sites.  These two entities are the primary creators/advisors/distributors of most US traded ETF’s.

http://www.amex.com/
http://www.ishares.com/fund_info/index.jhtml
Advanced Portfolio Solutions receives no compensation of any kind from any companies that may be mentioned in our literature or on our web site. Any opinions expressed are subject to change without notice.



This extreme deviation analysis and application is entirely a proprietary model and is based on an integrated process comprising of a ETF Correlation model, mathematical de-trending transformations on two year daily return series, optimized ETF’s volatility-return distributions, and multiple window-length return simulations.  In a typical run, this application identifies about 20 unique pairs of ETF’s out of a possible 666 ETF pairs (in a 37x37 matrix).  These ‘top twenty’ pairs are in a statistically extreme divergence state, most likely this disequilibrium will vanish within 21 trading days.  


Such divergence is usually the result of some underlying fundamental revaluation, but the market agents are known to over-react to bad news relative to good news, and as a result such divergences can develop.  This application quantifies what is intrinsically a fundamental and behaviorally driven revaluation.  Theoretically such divergences can persist, longer than estimated by probability tables.
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