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Brief Summary:
The market declined last week by nearly 2% but the streak of no 2% weekly losses continues and hit its
highest level since 2018. The Market Health Report has fallen to one of the lowest levels this year, a
figure we'll want to watch closely should we get a 15-day low anytime soon (not there yet). Breadth has
rolled over - again. Drawdowns have increased, we are nearly at the highest number of stocks down
20+% this year and the average SPX stock is down over 9%. Fund inflows have been massive, on pace
for $1 trillion annualized.  

We now have the lowest number of stocks above the 200-day MA for both large cap (S&P 500 and mid
caps (S&P 400). The pattern of test & hold has continued to hold up but the internal support from the
first half of the year and again in July has begun to break down, it didn't matter in June, we'll see if it
matters this time should we get a test of the 50-day MA once again. 

Market Dashboard

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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). 

Spot VIX rose near the high-end of its recent multi-month range. The VRT 2.0 remains below its signal
threshold. 

Volatility: VRT 

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



With Friday's move higher in the VIX, the environment signal has moved to 'high volatility'.

Volatility: Top & Environment
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Market Health Report
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The Market Health Report (MHR) finished the week down eight points to +2. This is one of the lowest
levels we've seen in the MHR all year, but still positive (for now). The equity market dipped last week but
is still above its 15-day low. 



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



This may surprise you, but the S&P 500 had its 4th worst week last - even though it was done less
than 2%. That just shows how few drawdowns there have been this year. We did see a close on Friday
below the prior swing high and under the 20-day moving average. Price remains above the previously
important 50-day moving average and momentum is still above 40. However, do note that the RSI
made a lower-low on Friday, something it hasn't done really since March. The trend is still positive
but if we see a break of 4380 (prior swing low) and a new YTD low in momentum, then the up trend
could be threatened.

Equities - S&P 500 Daily
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The S&P 500 has gone 28 weeks without a weekly decline of at least 2%. This currently matches the
streak that ended in Q4 2020 and is exceeded by the massive streak that lasted all of 2017 and
culminated in the swift 10% drop in the first months of 2018. It's interesting to look back at prior
streaks and see how the market responded when a 2% decline showed itself. The last three saw
double-digit declines but the 4th saw just a minor dip before the big run in 2017. Before that we had
the 2011 correction, a minor dip ahead of the final high in 2007, the crisis in '98, and no major
reaction in 1995.

Equities -  Lack of Decline
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With the major index seeing a minor dip (so far), the drawdowns of individual equities have increased.
We now have one of the highest levels (12.7%) of stocks down at least 20+% and nearly 40% of S&P
500 constituents are off by at least 10%. 

Equities - Drawdowns
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I've shared this chart before and said this has been the major theme of 2021: SPX breaks to a new high,
fails to hold and drops to test the 50-day MA, it holds, and the index rises again to another new high.
This pattern had been accompanied by improving breadth (based on % above 50MA) until May when
that figure began to decline and the drawdown list started to rise. Then in July we began seeing
improvement once again in breadth with a move back over 50% of stocks above the intermediate
average and a flattening out of the drawdown list. Well, we are almost back to the 50-day MA in the
S&P 500 and the breadth data has once again moved lower, making a lower-low and  nearly 40% of
stocks down double-digits, making a marginal higher-high.

The internal data is no longer strengthening like it was in July and August, will the theme of test &
hold continue or is the 50-day MA about to break? We may soon find out.

Equities - Test & Hold
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Looking at the drawdown data from a different angle, the average stock in the large cap index is now
down 9.8% while the index is off its high by only 1.69%. While this isn't the lowest level of average
stock drawdown we've seen this year, it's very close. As you can see from the red dotted line, which is
at 0.1, when the average stocks is down at least 10%, the index has often struggled to keep rising. 

Equities - Avg Drawdown
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Just a brief comment here, on Friday we saw the lowest level in percent of stocks in the S&P 500
trading above their respective 200-day MA since November of last year. We also now have more
stocks below their 20-day and 50-day Moving Average for the first time since July.

Equities - Breadth
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Last week saw breakdowns in both cyclical stocks and defensive stocks

Equities -  Cyclical & Defense
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The Dow Jones Industrial Average also failed to hold on to its breakout.

I use the May high to mark its breakout point because that's where the Dow Jones Transport
Average peaked. Speaking of the Transports, they are now sitting just above multi-month lows.

Equities - Dow Jones
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I shared this chart recently, noting that I was looking for an expansion in the number of stocks in an
up trend. We didn't get it. Instead of seeing a move above 70% of stocks in an uptrend defined by
the ADX indicator, we saw a drop to 42%.

I also shared the chart last week of new 6-month highs, seeking an expansion there too. We didn't
get that either as I'm sure you guess by now. 

Equities - Average Trend
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The charts below come from BofA (top) and Strategas Research (bottom) and show the massive
inflows into equities that has taken place this year. The bottom chart shows just how leaps and
bounds 2021 has been over prior years of inflows into ETFs and the annualized inflows into equity
funds according to BofA is north of $1 trillion. These aren't bearish data points on their own, like
momentum, rising fund flows are a positive sign pushing equities higher but we must assume
eventually we reach exuberant flows and 'everyone in the point' type environment. That's a tough
call to make in real time but it's hard to argue these types of charts don't suggest we are moving in
that direction.

Equities - Fund Flows
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Sectors - Performance
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Sectors - Relative Performance
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Relative performance across sectors has been leaning defensive, the relative performance trend for
stocks in offense sectors has been moving lower since seeing a swing high in mid-August with just
34% of stocks in up trends relative to the broad market which is just slightly higher than the defense
figure at 33.5%



Gold was unable to get a breakout above the August VWAP mentioned last week, giving back the
prior Friday's gain last Monday and then dropping slightly under the 50-day MA to finish out the
week. Sentiment never really saw a pick up during this swing high since August, finishing last week at
just 12% bullish based on DSI - just off its multi-month sentiment low. 
With last week's dip, gold remains in a sideways range. Until it resolves, patience is warranted. 

Commodity -  Gold
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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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



wwww.ThrasherAnalytics.com                   - Not For Redistribution-

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.


