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Brief Summary:
We saw some volatility last Monday but it was quick extinguished with stocks rallying into the weekend
and recapturing the 50-day moving average. Small caps saw good improvement in relative performance
as did travel/dining stocks which are improving as covid cases decline. The Market Health Report is still
negative which I dig deeper into later in the letter. Tech and financials showed some bullish breadth
setups with washouts in short-term breadth that then saw improvement later in the week. Commercial
Traders keep buying palladium and are showing bullishness to platinum as well but both metals have yet
to see a reversal in their down trends. 

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). 

Last Monday saw a 4 point gap up in spot VIX to start the week but then moved lower the remainder of
the week to finish just under 18. VRT remains below a signal threshold.  

Volatility: VRT 
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Following Monday's large gap up both the Aggressive and Conservative peak volatility signaled as
volatility began to come back down from its brief stint in the 20s. 

Volatility: Top & Environment
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Market Health Report
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The Market Health Report (MHR) Triggered a bearish signal last week, falling to -5 with a confirmation
the next day by closing lower. I provided this update in a mid-week Special Update with a note that
momentum was oversold so we could see a relief rally, which is what took place the rest of the week. The
S&P 500 advanced but we didn't see much improvement in the 5 MHR categories, finishing the at -6.
More on this on the following page. 



Market Health Report
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Since 2011, I find 4 distinct periods where we had a confirmed bearish signal from the Market Health
Report that was then followed by a relief rally while the MHR stayed weak. Three of the four saw further
downside: 2011 with a double bottom, 2012 saw further upside in equities, 2015 saw a double bottom,
2018 saw continued weakness. What stands out during the 3 periods that saw equities fall further was the
MHR stayed below 0. In 2012 the MHR quickly strengthened to confirm the price action that was playing
out. I continue to rely heavily on the five categories and currently they remain weak, so we'll see if either
equities see continued downside pressure if the category inputs firm up and the MHR climbs higher. 



TA Mean Reversion Indicator

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

Sectors

Countries

Below are the tables for the Thrasher Analytics Mean Reversion Indicator. Any pertinent details of signals
produced will be discussed on the pages below. Signals are not produced every week as they are entirely
price dependent. Refer to the summery PDF in the newsletter archive on the website for more details.



TA Mean Reversion Indicator

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

Major Markets & Indices

Commodities



TA Mean Reversion Indicator
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Thematic/Active ETFs



TA Mean Reversion Indicator
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Palladium continued to move lower last week and the Mean Reversion Indicators did as well, delaying
a potential bottom signal just yet. More on palladium in the commodities section of the letter.



The S&P 500 saw a 4% (on a closing basis) drawdown to the 100-day moving average (not shown)
and the May VWAP (orange line). We finished the week rallying back above the 50-day moving
average and finding some supply come in at the year-to-date high VWAP (green line). 

Equities - S&P 500 Daily
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At the low in equities last week the peak in % of stocks down 20+% was 15.2% and down 10+% hit
48.5% and "improved" to 37.6% as the index now sits less than 2% from its all-time high. 

Equities -  Drawdown
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Last week on Wednesday I went on FOX Business to discuss the weakness in equities and what I'm
watching going forward. I discussed one of the primary charts on my radar is small caps. We never
saw a breakout in small caps which I believe helped lead to some of the recent weakness we just saw
but if we could get a rotation to smaller cap stocks that could potentially help fuel the next leg higher
in U.S. equities. 

Right now, IWM is sitting just above the rising 200-day moving average and we've begun seeing
relative performance against large caps improve. The price action for IWM Remains in a multi-month
range but a bullish breakout would be very possible for equities if buyers can push hard enough.

Equities - Small Caps
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https://video.foxbusiness.com/v/6273750275001#sp=show-clips


Speaking of small caps, something else I noticed last week was that while large caps made a short-
term lower-low along with mid caps, this price action wasn't confirmed by small or micro caps, which
both made a higher-low. If investors were heavily shedding risk, they weren't doing it by unloading
smaller cap stocks which lends to why on the prior chart we saw a relative performance improvement
in IWM.

Equities - Asset Size
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Last week we got a new breakout in offense sectors vs. defense sectors. This is a bullish sign for
equities, if offense sectors are showing strong relative performance, that speaks to an increase in risk
appetite of investors and comes after the ratio had stagnated for several months. 

Equities - Offense vs Defense
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The Thrasher Analytics Risk Appetite Index (RAI) has fallen under -2 and began late last week
showing signs of turning higher, which would be bullish. The green arrows on the chart below show
when the RAI crosses back above -2 which often is followed by higher equity prices. We'll see if this
week gets us enough improvement to turn the RAI even higher.

Equities - Risk Appetite Index
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It appears that Covid cases in the U.S. have peaked and begun to decline, which is a great sign for not
just the stock market but human health in general! However, there are investing implications to this
improvement - more on the next page.

Equities - Covid & Stocks
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The corners of the financial market that have shown to be the most sensitive to the trends in covid case
trends are travel, dinning, and entertainment. With the move lower in U.S. cases, these industries have
started showing some bullish improvement.

Below is the PEJ ETF which holds various dinning and travel stocks. PEJ recently broke out of a brief
consolidation and showed good relative performance during the weakness in the indices over the last
couple of weeks.

Equities - Re-Opening Stocks
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Similar to PEJ, JETS (U.S. and int'l airlines) and AWAY (tourism plays) both are showing signs of
life and good relative performance trends. There's strong correlation to these industries and the covid
case trend so if cases continue to decline then we could see more investors return to tourism/dinning
stocks.

Equities - Re-Opening Stocks
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Sectors - Performance
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Sectors - Technology
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The Tech sector saw a drop with the broad market over the last couple of weeks, sending the majority
of its stocks below the short-term 20-day moving average but holding firm above the longer-term 200-
day moving average. We've often seen when the XLK is above the 200-day MA and the % of stocks
above the 20-day MA crosses above 20%, the sector sees further upside. 



Sectors - Financials
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Financials are showing the same type of pattern as the previously mentioned tech sector. We had a
bullish improvement to short-term breadth finishing the week with nearly 70% of stocks back above
the 20-day MA and over 90% above the 200-day moving average.



The price action has yet to improve for these two commodities but that hasn't stopped Commercial
Traders from dinning out on the lower price being offered right now. As I've mentioned in prior letters,
Commercial Traders have never gone net-long palladium futures, but they keep buying them up now.
As for Platinum, they went net-long briefly at a prior major low and are one again holding one of the
lowest net-shorts in over a decade. Both of these metals are heavily used in the automobile industry
and because of the bottlenecks in the semiconductor space, car production has slowed and with it,
demand/need for these metals. I think there will be some good potential in these two markets and I'm
laser focused on all the activity of Commercial Traders.

Commodity -  Platinum/Palladium
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Another market that's seeing some interesting COT activity is the Swiss Franc. Large and Small
Traders apparently want nothing to do with the Swiss Franc, holding a heavy net-short position which
is at the 0 %tile. The blue vertical lines on the chart show when they both have been under the 5th
%tile, which has historically been bullish for higher Franc prices in the following weeks. 

Currency- Swiss Franc
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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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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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