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MARKET DASHBOARD

Sector Rotation: July Index & Sector Daily Sentiment Index
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Brief Summary:

This should be an interesting week with Q2 earnings session kicking off on Tuesday with GS and JPM
reporting with the rest of the banking brood announcing before week-end. We'll also get inflation data
and Powell testifying before both houses of Congress.

Buyers remain in control of the equity market, buying the dip to finish the week at a new high. Breadth
has improved some on a few fronts but we are still noticeably short on new highs by individual stocks,
specifically in the small and mid cap corners of the financial market. Sentiment remains high and my
writing last week continues through to this week as well on that topic. On the positive front, we have
offense sectors ready to push for a possible breakout in sector leadership and while we don't have a lot of
new highs we also aren't seeing an expanding list of new lows quite yet either - a key characteristic
should stocks decide to dip more than a day or two.

Gold continues to strength and Silver has an interesting setup with improvement being made in its
sentiment data. Semiconductors haven't confirmed the new leg higher in tech, so that's something I'm
watching this week should equities rally. Foreign markets have also lagged, unable to fight the headwind
of a stronger dollar. SPX breadth has improved over Nasdaq Composite and creates a setup that favors
the large cap index over the Naz.
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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).

Volatility saw a brief move higher but was unable to sustain the advance and fell back just above the
prior lows to close out trading on Friday. The VRT 2.0 remains shy of producing a signal.
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MARKET HEALTH REPORT

The Market Health Report (MHR) finished the week down slightly to +77. The Breadth category has
moved back into the red at -2 with the rest of the categories are at/above 0. The MHR remains supportive
of the equity market and has so far done a great job staying on the right side of this trend.
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EQUITIES - S&P 500 DAILY

In the middle of last week it started to appear the market was beginning to respond to the excessive
bullish sentiment and some of the short-term bearish breadth divergence that had been building up.
Thursday saw a gap down that nearly tagged the 20-day moving average but dip buyers continue to be
resilient, stepping in to take the SPX back to a new high by close on Friday. The trend remains firmly
to the upside with buyers in control of this tape.
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EQUITIES - DRAWDOWN

Last week I shared two charts that looked at the lack of almost any stock in the S&P 500 experiencing
a 20+% drawdown. That remains the case still, with a small uptick to 3.4%. While we don't have many
down 20% we do have a rising number that are off their highs by at least 10%. This metric had been in
the teens a few weeks ago and now has moved to just over 30%, all while the index hits fresh highs.
It's not unusual to have some weakness in equities, as I wrote last week - that's what helps facilitate the
rotation that acts as the lifeblood of an up trend. However, should this figure continue to rise then I
would assume it would be just a matter of time before those "10% corrections" begin to bleed into the
"20+" category. Refer back to last week's letter for more in-depth discussion on that chart.
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EQUITIES - BREADTH COMPOSITE TFX

The Breadth Composite continues to make improvements, rising to 0.49 with Friday's strong price
action. We still have a major divergence here but it's encouraging to see the short-term trend in breadth
being up. As I wrote last week, I think the bigger concern right now is sentiment-related rather than
internal breadth being poor. This is due to the extremely strong level of stocks above the long-term
200-day MA, which is over 90%. As I've shared before, major declines occur when we have less than
70% of stocks above the 200-day MA, which adds fuel to a downtrends fire and currently we are no
where close to that level.
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EQUITIES - NEW HIGHS

While most stocks are still above their 200-day moving average and aren't seeing 20+% declines, the
list of new highs is still smaller than we'd like to see - most notably in mid and small caps.
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EQUITIES - 6-MONTH LOWS

While we don't have a strong list of new 52-week highs, we also don't have a lot of stocks hitting 6-
month lows either - which is a very good thing.

Looking back at most of the major declines in the S&P 500, they often began their declines by cutting
through their 20-day moving average with more than 5% of the stocks already down to a 6-month low.
As I've said repeatedly, breadth-driven declines are often more more severe and see larger declines
than those driven by excessive sentiment.

Many major declines over the last 20 years had a slow build up in stocks hitting 6-month lows by the
time the SPX just began to roll over. As of right now we have less than 1% of stocks showing such
weakness when the index has briefly fallen below its short-term moving average. This is also why I
evaluate the level of the Market Health Report at 15-day lows, understanding how 'healthy' the market
is when it first starts to decline can shed light on what kind of decline we may be in store for. Same
thing here. We want to know how weak or strong the internals are when the index begins to show
signs of changing trend.
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EQUITIES - SECTOR LEADERSHIP

TN

With the equity index continuing to climb to new highs we are near a breakout in sector leadership for

the ratio between offense and defense sectors. This ratio has gone no where for several months now

but the latest attempt to show strength by the likes of tech and energy have helped drive the ratio

higher and near a new high of its own. While most measures of investor risk appetite still are not

confirming the up trend in equities, this one is.
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EQUITIES - SPX VvsS. NASDAQ

Since mid-May the Nasdaq Composite has been showing good relative strength against the S&P 500.
This also showed up in the breadth data with a strong move in the percent of the Nasdaq that was
above the 20-day MA compared to the S&P 500 stocks. When one index has more stocks trending
higher above the short-term MA, that's a good sign that index will show better relative performance as
well.

However, that trend has recently reversed with the S&P short-term breadth showing more
improvement than the Nasdaq Composite as shown in the bottom two panels of the chart. This is also
occurring with the ratio at its prior swing low. For these reasons I think the SPX may look more
attractive than its Nasdaq counterpart and we could see a move higher in the ratio which would favor
the S&P.
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SECTORS - PERFORMANCE
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SECTORS - TECHNOLOGY

Semiconductors are often a great leading indicator for both the tech sector and the broad market (since
tech makes up such a large weighting of the equity market). Which is why I find it interesting to see
semiconductors stagnating right now as tech shows strength. Both the semi ETF and the Index are
struggling to break above their prior highs while XLK broke out last month. Semiconductors aren't
confirming the strength in tech right now and if they don't soon then that could be an early sign tech
has gotten too far ahead of itself and may see its trend put under pressure as it "catches down" to what
semiconductors are doing.
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CoOMMODITY - GOLD

I wrote last week I wanted to see gold break above the VWAP from its large move a few weeks ago,
and that's exactly what we saw last week. While stocks saw a small uptick in volatility, gold strung
together several days of gains and moved it closer to its 50-day and 200-day moving averages.

MTHRASHER

ANALYTICS

Gold Futures - GCSpot (NYMEX) - 1 Day CandleStick Chart - USD - VMomo & ZSlope Layout ra

50 Period Simple Mnﬂg Average of GCSpot & Gold Futures - GCSpot (NYMEX) - 1 Day - USD & 200 Period Simple Moving Average of GCSpot a

|

Gold

?uhﬂhflpwwﬂ

12010
1980
1960
1930
L1910
~ 11890
| i o
ﬁ!’mt}
i -
g Iy

L M

f -1690 ¢

\

;

-20.00

§-20.00

=70
L\JVh\\/\“\k\\N/VV\J/\I\/\\\ r/\A/f\v\h /P/\MJ/A\/\d/ry\/A\/ﬂ\\“/\\/v\\v/\\ /\/J/ﬁwv\/WA,\A/Nf\ﬂAVA)//\J//\/Nv‘\f\m\\\ﬁ\ ?EEI

=10

2021
fe0ptuma === 11th Jul 2021

5.470705¢ xv gl

wwww.ThrasherAnalytics.com - Not For Redistribution-




COMMODITY - SILVER

Sentiment (via DSI) had recently dropped to under 20% bullishness but has since rebounded back
above 30%. This has historically been bullish for the precious metal when its trading above its long-
term moving average, like it is today. These sentiment 'reset' periods have often drawn back in buyers
and sent silver higher. Should silver hold above its 200-day MA, I'm watching if that plays out again
this time around as well.
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INTERNATIONAL EQUITIES

It's been a little while since I've written about the international equity indices. That's mostly because
they haven't been doing a very much. EEM has been asleep most of 2021 and is close to getting passed
by its 200-day moving average should it not wake up soon. All three, EEM, EFA, and ACWI have
been relatively flat in recent weeks and are not confirming the new highs being shown in U.S. equities.
Part of the headwind for foreign market has been the resent strength in the dollar since May.
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DAILY SENTIMENT INDEX
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DAILY SENTIMENT INDEX
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DAILY SENTIMENT INDEX
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DAILY SENTIMENT INDEX
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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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