
A U G U S T  2 9 ,  2 0 2 1

W E E K L Y  R E S E A R C H  &  A N A L Y S I S

T A B L E  O F

C O N T E N T S

Volatility 

B Y  A N D R E W  T H R A S H E R ,  C M T

Equities

Thrasher Analytics LLC                      - Not For Redistribution -

Currency

Trend Models

Bullish Bearish
Rising new lows.

Dollar failed breakout.

Seasonal strength for

small caps nears an

end.

SPX/M2 rises back to

2020 high.

Trend Model remains

positive for all  sector

and indices.

The Market Health

Report remains

supportive.

KWEB gets a mean

reversion signal.

Micro caps get a double

bottom.

Attractive COT setup

for palladium.

Gold shows strength.

Market Health Report

Sector

Commodity

Sentiment



Brief Summary:
Powell didn't disappoint the bulls, sending stocks and most major assets higher on Friday. Breadth data
has continued to improve with a rise in % of stocks in up trends and industries back above the 20-day
moving average. We continue to see a rising trend in new 3-month highs but also a steady uptick in new
3-month lows as well. The NYSE Advance-Decline Line hasn't made a new high in over 50 days which
doesn't happen very often when equities and the SPX A-D Line are making new highs, the last time this
happened was in 2015. Mid caps are near a potential breakout and Micro caps put in a double bottom.

Taiwan equities saw a strong bounce which was highlighted as a possible move last week. For the first
time, Commercial Traders have turned net-buyers of Palladium futures, a strong bullish sign for the
metal. Speaking of metals, gold had a strong day on Friday, rising back above the 50-day moving
average. Commercial Traders also have been active in forex, turning bearish on the dollar while bullish
towards the yen, pound, and euro. 

The Market Health report remains strong and this week I introduce another new section to the letter, with
a focus on the volatility market. 

Market Dashboard
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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 Friday under 17. The VRT 2.0 remains below its
signal threshold. 

Volatility
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One of the first sections of this letter was to share the VRT and the improved version, VRT 2.0. Since
then, the custom indicator has done an excellent job over the last several years signaling heightened risks
of spikes in volatility. However, that's just one side of the proverbial coin. What about periods of
declining volatility? I'll be adding a chart that's been something I've been monitoring 'live' for a little
while now through testing and believe it's ready to start being shared as part of the letter. 
The chart consists of two sections: 
1. Identifying the environment for rising or falling volatility, which is noted by the color of the VIX bars
being red (rising) or green (falling). 
2. The VRT 2.0 is shown with black arrows and two new "peak volatility" signals are shown in in
purple and blue. The Conservative Signal (blue) waits until the VIX futures curve has begun to move
back towards contango following at least a 2 in the Top Composite shown in the bottom panel while the
Aggressive Signal (purple) is more sensitive to mean-reversion VIX characteristics.

Understanding the type of environment volatility is in and using these tools to gauge high probably of a
move higher in the VIX (based on the VRT 2.0) or move lower (Aggressive and Conservatives Peak
Signals) a more clear picture of the volatility landscape can be reviewed. 

Volatility: New VIX Signals
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Market Health Report
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The Market Health Report (MHR) finished the week up to +12 with all 5 categories now back in positive
territory. 



TA Mean Reversion Indicator

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

Sectors

Countries

Please refer back to last week's introduction to the Mean Reversion indicator and data set for more details
on the following tables and charts.



TA Mean Reversion Indicator
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TA Mean Reversion Indicator
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Thematic/Active ETFs



TA Mean Reversion Indicator
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KWEB received a green signal as of last week. The ETF can be seen with the TAMRI and the
Combined Indicator below.

Looking at the daily chart, I'm keeping a close watch of the VWAP at the July high, just before the
major decline that happened at the end of July with multiple gap downs. I'm watching if dip buyers
can get KWEB back above this area.



The S&P 500 finished the week at a new high as buyers were encouraged (apparently) from Powell's
speech on Friday morning. 

Equities - S&P 500 Daily
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Good improvement was made in the smaller asset size indices over the last week with Micro Caps
making a double bottom and Mid Caps making a run at a new high, down just 0.12% after being off by
over 4% earlier in the month. This is a good sign for bulls as one of the most glaring issues in the
market had been the lack of participation by non-mega cap stocks. If mid/small/micro caps can
continue to rally, that would be a very encouraging sign. The one caveat is this strength is happening
during a short-term seasonally strong period of time which ends in September when small caps have
historically struggled against large caps. Should they buck that seasonal trend, that again would be a
great sign for bulls.

Equities -  Asset SIze
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There had been a near-perfect rotation in the first half of 2021 of strength being passed from equal
weight to FAAMG stocks and back again, each helping bolster the broad S&P 500 trend higher. At the
end of last week we see continued strength in both, with FAAMG knocking on the door of a new high
and equal weight rising further above the prior August high. 

Equities - FAAMG/EW

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



I shared this chart last week but I'm posting it again as an update. We continue are seeing trends higher
in new 3-month highs as well as 3-month lows. Currently there is still more new highs than lows but
it's odd to be seeing them both trend higher, as I wrote last week. 

Equities - New Highs & Lows
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Industry breadth has been improving with 143 S&P 1500 industries back above their short-term 20-
day moving average. I had highlighted the divergence that was building here a couple weeks ago but
has since seen good work moving higher. This is partially attributable to the improvement in smaller
cap stocks over the last week or so, pushing the broad industry groups higher.

Equities - Industry Breadth
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Currently there are 67% of S&P 500 stocks in positive up trends based on the ADX indicator. This is
the highest reading in several weeks and a good sign for equity markets. There had been a bearish
divergence in this figure several months ago. While the data has improved it hasn't showed expansion.
I'm watching this week if we can get above the prior high, get more than 70% of stocks back in up
trends to continue to hold equities in this up trend. 

Equities -  Trend Breadth
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Not very often do we see Advance-Decline Lines diverge from price. It's even more rare to see signs
of confirmation by the S&P 500 A-D Line but not by the more broad NYSE version.  Currently the
NYSE A-D Line hasn't made a new high in 54 trading days, one of the longest streaks since the Covid
Crisis peak and Q4 2018. However, the S&P A-D Line is making higher-highs along with price. 

The chart below shows when the equity index and its A-D Line are making new highs but it's been
over 50 days since the NYSE A-D Line hit a high. This hasn't transpired since before the messy
market conditions of 2014 and 2015 and before that, the 2007 peak. We had several other periods
before then that the market was able to shrug off but I find it very interesting that the NYSE is
showing such strong signs of weakness that has yet to show up in the S&P Advance-Decline Line.
Unique times. 

Equities - Diverging AD Lines
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With the Fed in (near constant) focus and the conversation turning to when they will begin tapering
their stimulus programs, I find it very interesting that in terms of M2 money supply, the equity
market has now recovered all of what was lost during the Covid Crisis. The ratio of S&P 500 and
M2, which is a broad measure of currency outside of the Treasury and Fed, checking account
balances, saving deposits, retail money market, etc. In terms of how much money is "floating
around" in the U.S. economy, the stock market has returned to one of its highest levels and is just
above the major high marked in 2007. Note the Covid Crash low took us just slightly below the
major bottom in 2016 as an example of prior peaks and lows marking significant turning points for
equities. Will this current level market the peak and require equities to crash? Only time will tell but
I don't think it's that easy! What I do believe, is that the 'easy' money has likely been made during
the Covid recovery - but that doesn't mean the trend can't continue.

Equities - SPX vs. Money Supply 
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The Dark Pool Index was created by Squeezemetrics.com, "The Dark Index (DIX) is a dollar-
weighted measure of the Dark Pool Indicator (DPI) of the S&P 500 components. When the DIX is
higher, market sentiment in dark pools is generally more bullish. When the DIX is lower, it is more
bearish or uncertain." Dark Pools are often where large inst'l trades are completed and so the DIX
gives a sentiment read towards equities. Over the last week, DIX has seen one of its largest
percentage declines since inception of the data back to 2011. As of Friday it sits at 37%, a
historically bearish reading as shown by the blue arrows. Whereas if it were over 48%, that's often
been followed by rising equity markets. It appears institutional trading activity last week was selling
into the strength. 

Equities - Dark Pool Drop
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https://squeezemetrics.com/monitor/docs#dix
https://squeezemetrics.com/monitor/docs#dpi


Sectors - Performance
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Gold had a strong day on Friday during the "everything rally" and moved back above the 50-day
moving average and closer to the August '20 VWAP. Volatility Adjusted Momentum made a slightly
higher-high with sentiment still at fairly low levels of bullishness which could mean there's still room
to run from a sentiment perspective. 

Commodity -  Gold
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For the first time in over ten years, Commercial Traders have moved to a net-long position in
Palladium futures. The blue arrows on the chart below show when they've at least been less than 500
contracts net-short, which has just been twice in recent history but each time saw a major rally higher
in palladium prices. Both the futures and the ETF for Palladium are sitting at or near 2021 lows,
Commercial Traders are buying this dip and their track record has been pretty good when they've
taken their position near this level in the past (note 2012 and 2016).

Commodity -  Palladium
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I wrote last week about the divergence in a higher-high for semiconductors and the Taiwan ETF
(EWT). What followed last week was a strong move higher in EWT, which rose nearly 7% as
shown on the chart below. Semiconductors have been showing some good strength and there's
some expectation that should continue to be a positive sign for Taiwan equities. 

International: Taiwan
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The U.S. Dollar failed to hold its temporary breakout last week with both price and sentiment
moving lower. While the Euro saw a move higher following the bullish divergence in sentiment. 

Forex: Euro/USD
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Looking at the four major currencies, USD, Euro, Yen, and Pound we can see that Commercial
Traders have been actively moving less net-short or more net-long in the Euro, Yen, and Pound
but have been turning bearish on the dollar, holding the largest net-short position in about two
years.

Forex: Currency COT
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Daily Sentiment Index
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Source: trade-futures.com



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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Daily Sentiment Index
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Daily Sentiment Index
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Daily Sentiment Index
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Trend Models
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Trend Models
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Trend Models
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