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Brief Summary:

Not a lot to cover this week with equities still in a short-term consolidation, finishing the month up 0.6%.
We did see the S&P 500 rise a 1.2% and the Market Health Report has continued to do a good job telling
us the health of the market is positive and the recent dip would be short-lived. The MHR is still strong at
+7. The Sector Rotation model did not change for June and pegged two of the top three sector's during
May (Financials and Energy).

Sentiment for volatility has held firm while its drifted lower for stocks, keeping the ratio between the two
in a short-term up trend, which isn't a great sign for risk assets. Also, the SKEW Index has risen quite a
bit, giving potential important signals for the VIX. Breadth remains supportive with prices advancing and
sending advance-decline lines to/near new highs.

Commodity markets have been interesting lately with possible bearish setups for lean hogs, coffee, and
copper. While the cannabis industry continues to strength after its decline from earlier in the year,
breaking back above the 50-day moving average.

I didn't include the chart but I will note the Large Traders did increase their net-short position in the
Eurodollar last week, reference last Sunday's note for more on this topic and its importance.
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VOLATILITY

As a reminder, the below chart shows both the old Volatility Risk Trigger (VRT 1.0) as well as the new
Volatility Risk Trigger (VRT 2.0).

The VIX continued to move lower last week, finishing under 17. The VRT 2.0 ticked higher at the end
of the week but still is well off a level to suggest a dispersion-led spike is quickly approaching. This
doesn't mean we couldn't see some strengthening in volatility, I say that primarily based on what we're
seeing in the SKEW Index which I'll address on the next page.
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VOLATILITY - SKEW INDEX

A very simplified definition of the SKEW Index is that by focusing on out-of-the-money options its
often viewed as a "crash" gauge. A reading of 100 implies 'normal’ distribution of S&P 500returns and
each 5 point increase in the SKEW Index implies about a 14 bps increase in the risk of a 2-standard
deviation move in the SPX. Similar to sentiment polls, most of the time SKEW isn't relevant or very
predictive but at extremes (again, like sentiment polls), they can over some insightful data.

Right now, the SKEW Index is at one of its highest readings in a decade, 149. Let me unpack what's on
the chart below. The Red lines show when SKEW is at a 100th %tile (1-year lookback) while the green
arrows on the bottom VIX chart show when SKEW has been above 149. When we get these extremely
high levels (relative or absolute), many times it's led to a material move in the Volatility Index. Most
recently when it last hit its 100th %otile back in January ahead spot VIX going from 21 to 37 in a matter
of a few days.

It's not just the level of the SKEW Index that has my attention, but also the speed at which it recently
moved relative to the VIX, which the next page discusses further.
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VOLATILITY - SKEW Vs. VIX

This time we are going to take a look at a ratio of SKEW to VIX and specifically the distance of that
ratio to its 200-day Moving Average. This will tell us if the ratio (rising if SKEW is increasing at a faster
pace then the VIX) has moved quickly, causing a large spread from its long-term average - which in fact
is the case today.

The ratio between SKEW and the VIX is 46.9% above its 200-day MA, a level it has only reached a
handful of times since 2010. Notice when SKEW "outperformed" the VIX at such a fast pace in the past
and where that occurred for the VIX, often near a low.

Not only is SKEW extremely high, but it's risen at a pretty fast clip relative to the Volatility Index.
Several times in market history this type of action occurred before a pick up in volatility. Not necessarily
a spike higher, but we often saw the VIX began to rise.
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EQUITIES - S&P 500 DAILY

The 50-day moving average did a great job acting as support for the S&P 500, which continued to
slowly advance higher last week and now sits just off its prior high. Just about every market observer
is watching if we get a breakout in the SPX to a new high, laser-focused on 4232. Should we see a
break of this level sometime this week it'll most likely occur with yet another lower-high in
momentum. If the 14-day RSI doesn't get above 60, since 2012 it'll be just the 11th time the S&P hit a
I-yr high with such a low RSI reading. The prior occurrences didn't immediate send the index lower

but we often did see some consolidation in daily price activity.
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EQUITIES - SENTIMENT RATIO

Even though equities are nearly back to their prior high and the VIX has moved lower, the ratio
between the Daily Sentiment Index % bullish for the VIX and S&P 500 has remained elevated. The
VIX sentiment reading was 13% bullish when it was last at this level in early May, compared to being
21% right now. While the S&P sentiment reading is 5 points below its May high level. Sentiment has
firmed up for volatility and cooled off for equities, keeping the ratio between the two within a short-
term up trend of higher-lows. This has not been bullish for equities in the past as you can see from the
chart below.
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EQUITIES - BREADTH:. %ABOVE

Breadth has been one of the bright spots for the equity market for most of this year as we kept setting
records for the strength of stocks above intermediate moving averages and record 52-week highs. The
recent dip in equities saw a minor move lower in the % of stocks above the 50-day moving average,
never breaking under 60%. However the recovery has been less stellar in breadth than in price. While
the S&P 500 has moved above its prior short-term swing high at 4174, we haven't seen such an
accomplishment for the breadth indicator. This isn't to suggest breadth is weak - it's not - but while
stocks are rising (we'll cover this more on the next page) they aren't going at the same speed, so to
speak, as the index and recovering their 50-day MA. This is a minor point but a chart worth watching
if we do see price dip this week and the breadth figure moves under 70%
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EQUITIES - BREADTH:. A-D LINE

One bullish chart as it relates to breadth is the cumulative advance-decline line for small cap, mid cap,
and large caps.

The S&P 600 and S&P 500 both had their A-D lines set new highs last week with the S&P 400 A-D
Line just a few points away from doing the same. This is why I mentioned on the prior page that I
think prices are in fact rising, sending the A-D lines higher, just not at the same velocity as price which
is why we haven't had a higher-high in the % above 50-day MA indicator.

In my opinion, the A-D chart outweighs the 50-day MA chart, as the notion that prices are at least
moving higher is not long-term bearish. Most major highs see the Advance-Decline Line diverge for
several weeks and/or months ahead of a peak. This isn't a requirement per se but a common major
peak characteristic and one we don't have presently.
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EQUITIES - ASSET SIZE

Speaking of asset size, the chart below should look somewhat familiar as it shows the large cap, mid
cap, small cap, and micro cap indices.

I've previously discussed the concern with micro caps starting to make lower-lows and if that
weakness would bleed into the larger indices. So far it hasn't (thankfully). Friday's price action saw a
possible false breakout in the Micro Cap index, something I'll be watching if it weakens further this
week. But as of right now we saw good improvement in all four indices last week, a good sign for the
bulls.
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EQUITIES - CANNABIS

I remain bullish on the cannabis industry and while there's headlines nearly every day in this space
which I could cover in ever week's letter, I am focused on tracking the price action that's driven by the
supply and demand that results from those headlines. And right now that's helped move the U.S.
Cannabis market (based on the MSOS ETF which owns just U.S. cannabis operators) higher, with a
break last week of the 50-day moving average, which has been resistance on the prior two tests in
April. Should MSOS continue to climb back above the 50-day MA, I'm watching the VWAP off the
February peak which saw a counter-swing test last March and would be the next potential price target
as news-driven catalysts continue to drive in interest.
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MARKET HEALTH REPORT

The Market Health Report (MHR) finished the week up to +7. The 15-day lows show the recent readings
of +9 and +4, which signaling the market was still fairly strong and the decline would likely be shallow. So
far that's been the case, with SPX back near its prior high. As of Friday, none of the six categories are
negative, a bullish sign for stocks.
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SECTORS - PERFORMANCE

SPDR Consumer Discretionary Select Sector Fund ETF
SPDR Communication Services Select Sector ETF
SPDR Real Estate Select Sector Fund ETF

SPDR Industrial Select Sector Fund ETF

SPDR Technology Select Sector Fund ETF

SPDR S&P 500 ETF

SPDR Financial Select Sector Fund ETF

SPDR Materials Select Sector Fund ETF

SPDR Energy Select Sector Fund ETF

SPDR Consumer Staples Select Sector Fund ETF
SPDR Health Care Select Sector Fund ETF

SPDR Utilities Select Sector Fund ETF




CRYPTO - ETHEREUM

Last week I mentioned Ethereum appeared to have the best looking chart during the crypto sell-off,
holding above its prior February swing high. Since then, we saw ETH rally over 40% before running
into resistance at the VWAP off the May high. The price action continues to look constructive for
ETH as long as it can hold above that Feb. level and December VW AP however things can be choppy
between these support levels and the May VWAP (currently at 2,799). A trend needs to develop either
higher, above 2800 or break under 2000 and eventually 1745. Until then, it could be choppy in the
short-term.

Ethereum/United States dollar - ETHUSD (CW) - 1 Day CandleStick Chart - USD - No Layout — Data from Cryptowatch #*

Ethereum/United States dollar - ETHUSD (CW) - 1 Day - USD -4500.00

Ethereum H*UH

y 441,
Myl i
[Fﬂll?ﬁ'mré . ~2000.00

-1400.0C*
-1300.00
-1200.00
-1100.00
-1000.00

Vol Adjusted Momentum /\ -50.00
/.-../\
40.00

-30.00
-20.00
-10.00
-0.00
--10.00
--20.00
--30.00

-40.00
\/\ i 55,50
2021 Feb Mar Apr May Jun e a
3 Optuma === 30th May 2021

| —

s

&
py A
" “41“

+H¢;w¢*w

S

wwww.ThrasherAnalytics.com - Not For Redistribution-




COMMODITY - LEAN HOGS

Like many other ag commodities, lean hogs futures have been on a tear higher, nearly up 200% from
their 2020 low. However, as they now rise near the 2014 peak and with sentiment at a elevated 85%
bullish level, there may not be cheap bacon left to carve (sorry!). This has bearish implications for
producers like Tyson Foods (TSN) which has a strong positive correlation to Hog futures. Should
these pigs get slaughtered (sorry again!) they could sent TSN lower. Something to be aware of if you
have exposure.
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COMMODITY - COFFEE

Another ag commodity I have on my radar is coffee futures. Coffee has had a strong rise from $100 to
$162 in just a few months. With that rise in price, sentiment has also gotten extremely elevated. DSI is
now at 84% bullish, which a level seen just a few times since 2014 - marked with blue circles. Three
of those four occurrences saw coffee futures move lower while the fourth saw coffee continue to rise
before a much larger top was put in. It seems just about everyone is bullish on coffee prices, which
makes the risk/reward much less attractive.
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COMMODITY - COPPER

Copper futures have risen all the way back to the 2011 peak, putting in a possible breakout higher last
week with the move above $4.6. However under the hood it appears Large Traders have been selling
into this strength. This is important because Large Traders are often trend followers and will ride a
commodity trend higher, as this initially did in copper. So to be seeing them decreasing their net-long
position, going from the 100th %tile to the 59th suggests maybe this breakout wont hold and copper
prices may start moving lower soon. The blue lines on the chart below show when the Syear %tile for
Large Traders has gone from extremely high (at or near 100) to the current 59th.
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DAILY SENTIMENT INDEX
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DISCLAIMER:

No reproduction, transmission, or distribution permitted without consent of Thrasher Analytics LLC
("Thrasher Analytics"). The material contained herein is the sole opinion of Thrasher Analytics. This
research has been prepared using information sourced believed to be reliable. Such information has not
been independently verified and no guarantee, representation or warranty, express or implied, is made
as to its accuracy completeness or correctness. It is intended for the sole use by the receipt to whom it
has been delivered to by Thrasher Analytics. The delivery of this report to any person shall not be
deemed a recommendation by Thrasher Analytics to effect any transaction in any securities discussed
herein. For more information please refer to our Terms & Service page of our website:
http://thrasheranalytics.com/terms-of-service-agreement.
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