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Market theory predicts an up year for stocks
will follow a January increase in the S&P 500

By Adam Shell
USA Today

NEW YORK — With the Dow
Jones industrial average on
track for its best January since
1989 and the Standard and Poor’s
500 off to its fastest sfart since
1997, one of Wall Street’s best-
known and most-accurate pre-
diction tools, dubbed the “Janu-

barometer,” is flashing a
green light for stocks.

This “early-warning signal”
was devised in 1972 by Yale
Hirsch of thé Stock Trader’s Al-
manac. Hirsch, 8 proponent of

seasonal  trading strategies,
epined the expression, "As the
S&P 500 goes in January, 50 goes
the vear” In short, an up Janu-
ary typically leads toan up year;
a down January portends weak-
TIESS.

While there's no guarantee
what happens in the first month
of a new year will continue for
the remaining 11 monthg, history
is on the side of investors, as is
old-fashioned market momen-
turm.

Since 1950, the January ba-
rometer has registered only sev-
en “major exrrors.” The last time

gains in January gave way to a
significant decline for the year
was during the 2001 bear mar-
ket, when a 3.5 percent gain for
the S%P 500 evaporated and it
ended down 13 percent, Almanac
data show,

The market's carly gains this
%ear have been driven by dimin-

hing policy risk now that the
so-called “fiscal cliff” of tax in-
creases and automatic spending
cuts was aveided and the debt
ceiling debate has been put on
hold until May.

Ridding the market of uncer-
tainty hasbeen the catalyst fora
transition in investor sentiment
from pessimism te optimism,
said Frank Holmes, CEO of U.S.
Global Investors.

“What’s missing,” Holmes
said, “js all the storm clouds and
hand-wringing over fiscal poli-
CY-“

But Jonathan Golub, strate-
ist at UBS, isn’t sure an up year
or stocks in 2013 18 a slam dunk.

He said investors remain defen-
give despite the market’s recent
ascent.

Corporate earnings, he add-
ed, remain challenged. What’s
more, he worries that the don’t-
worry, be-happy talk following
the near-miss of the fiscal cliff
will shift to a more sober dia-
logue later in the year on wheth-
er the U.S. economy, which is
still weighed down by fiscal
challenges, will be able o post
meaningful growthin the future.




