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Note to Subscribers:

The Thrasher Analytics website went through an update and some of the
recent subscriber accounts will require a password reset. In the next week,

some of you may receive an email requesting to update your password,
please use the link that will be included in the email. I'm sorry for the

inconvenience. Please email if there are any problems. Thank you.
 



Brief Summary:
U.S. equities dipped slightly lower last week, continuing the choppy price action that's been plaguing
stocks since November. The majority of large cap stocks remain above the 50-day MA as the SPX moved
below its own on Thursday of last week. Growth stocks continue to weaken relative to Value but the ratio
between the two groups is now "oversold" and testing potential support. This could cause some counter-
trend reversion in Growth during what appears to be a longer-term rotation favoring Value. 

Energy stocks have shown tremendous strength and on Friday over 70% of XLE hit a 52-week high, the
largest amount in twenty years. Crude oil is back to its November high and many are looking for a
breakout, I'm watching the Canadian Dollar to see if we get confirmation from forex in the commodity
strength. The positioning data appears bullish for oil with Producers and Commercial trader groups both
adding to their net positions. 

No one wants to old gold or Treasury's these days. Both assets are seeing extremely low levels of  net
positions and thus could be setup for a contrarian rally. 

As a reminder, this is a holiday-shortened week in the U.S. with market's closed on Monday in observance
of MLK Jr. day. 

Market Dashboard
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VRT remains below its signal threshold.

Volatility: VRT 
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While volatility rose slightly last week, VIX remains in a Low Volatility Environment.

Volatility: Top & Environment

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Market Health Report
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The Market Health Report (MHR) moved lower last week to +4 with several categories moving to zero.
We don't have any categories in the negative but there's a 'cooling' off taking place as equities weaken and
have a negative impact on the inputs for the five categories.



All five categories of the Bullish Confidence Score are still above their thresholds.

Bull Confidence Score
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Below is a table of 18 gauges of risk appetite such as offense vs. defense sectors, foreign markets vs.
domestic, small vs. large cap, lumber vs gold, high beta vs. broad market, high yield debt vs. Treasury debt,
etc. The table shows each ratio's 1-year percentile going back the last 3-months (35 trading days). As the
data improves, it turns green and as it declines it becomes red.

Risk Appetite Ratio
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Bearish

Bullish

The average Risk Appetite Ratio percentile finished higher than last week and briefly got above 50.
The next page shows a chart version of the average with additional commentary.



Risk Appetite Ratio
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Here's a look at the historical average of the 18 Risk Appetite Ratio. You can see they've been
steadily declining the last twelve months after the strong run in 2020 which set a high percentile bar.
However, for the bulk of 2021 the average remained above the 50th percentile, meaning Risk
Appetite, while declining, still remained positive. Currently, the average Risk Ratio is below 0.5,
meaning it's in the bottom half of its 1-year range. 

In the bottom panel of the chart we have the percent of the ratios that are still above their 50th
percentile, currently at 56%. Bulls want to see this figure stay above 33%, meaning at least one-third
of the ratios are in the top half of of their ranges. We haven't fallen under 33% since following the
Covid Crash, with equities weakening at we kick off 2022 we'll see if that continues to be the case.



We finished the week under the 50-day moving average but early in the week saw dip buyers defend
the 100-day MA as the intraday low on Monday neared the intermediate moving average. Momentum
remains below the prior high ends of its range with the price action in large cap stocks being best
described as sloppy. The S&P 500 has basically gone  no where over the last nearly three months.
We've had a few marginal new highs, each getting sold soon after its made and SPX currently sits just
below where we started November.

Equities - S&P 500 Daily
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With the weakness in equities last week, albeit marginal, we did the percentage of stocks above the
20-day, 50-day, and 200-day moving averages make lower-lows. Seeing signs of selling expansion
like this isn't a good sign but it can be partially explained by the fact price has been in a chopfest for
almost three months which allows the moving averages to "catch up' to price. On the bright side, we
still have over half the market trading above their 50-day MA while the index undercut its own on
Thursday. We'll see if this week can get some strength back into large caps and these lower-lows get
corrected, or if we see continued expansion of selling and a break below 50% of stocks above the 50-
MA.

Equities -  Breadth
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An update to this chart from last week's letter. We finished last week at 58% of stocks above the 20-
day moving average, I noted that historically we see this figure get to 30% by the time selling is
exhausted. We saw further downside during trading this past week, which took the data to 49.9%. A
step closer to 30% but still well above. I'll repeat what I wrote last week, nothing says we are
REQUIRED to hit 30%, that's just what history has shown us, but so far we seem to be following that
same roadmap which implies we may see further weakness in stocks in the short-term as we lose
more stocks to the short-term moving average and the current 49.9% gets into the 30s.

Equities - Short-Term Breadth
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The energy sector remains with all of its stocks above the 200-day moving average. We saw
Materials (XLB) and Consumer Disc. (XLY) fall under 50% last week. All of the defensive sectors
still are holding with more than half of their stocks above the long-term moving average.

Equities - Sector Breadth 
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I shared this chart last week, highlighting the lower-low in the equal weight version of Consumer
Disc. vs. Consumer Staples. This led to a lower-low as well in the cap weight version of the ratio as
consumer discretionary stocks continue to struggle. Last week we saw XLY fall -1.48% and Staples
moved lower by -0.5%.

Equities -  Consumer Ratio
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Even though the S&P 500 only declined by 30bps last week, we did see an expansion in new 3-month
lows by individual large cap stocks. 11.3% of stocks made a 3-month low on Friday, the largest
amount since the drop in late-November. However, while 3-month lows expanded, we still have a
rising trend in 3-month highs as well. This expansion in both new lows and new highs shows the
fracturing of the market and the breakdown in individual stock correlations, giving way to stock
pickers who can show an ability to find those winners and avoid the laggards.

Equities -  3-Month Highs
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The ratio of growth vs. value has now moved down to its October 4th low and is being accompanied
by Volatility Adjusted Momentum (VaM) falling into "oversold" territory. If growth bulls are going to
step back in and "buy the dip" then this is the likely place for them to be pulling that trigger. If we
don't see growth improve from here, and a lower-low develops, I think that will be a big tell in longer-
term rotation out of growth and into value. 

Equities -  Growth vs. value
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Not all small caps are created equal and not all small cap indices are equal either. The Russell 2000
gets the most attention whenever small caps get discussed but IWM is very different than the other
major small cap index: the S&P 600. I've plotted both below and show their 200-day moving
averages. The S&P 600 has been finding support at the 200-MA while IWM is treating its 200-MA as
resistance. I've also noted their sector breakdown and top holdings. Notice how the second largest
(and at one time it was the largest) holding is AMC, the nearly bankrupt movie theatre chain. The
S&P 600 has a slightly higher weighting towards financials, which have benefited from the rise in
interest rates but beyond that, they have a similar concentration across sectors. I point this out to show
that when looking at small caps, to recognize there are differences in the representing indices and
there's more to the small cap story than just the Russell 2000.

Equities -  Small Cap
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Below is a table of the S&P 500 stocks, sorted by their 1-month performance. The stocks are then
grouped into their respective industry categories. Notice anything? Oil!

Oil/energy-related industries have crushed it over the last month. Putting up an average of
20.5%-24.6% 1-month gains in a period when the broad market is basically flat is wildly impressive.
The top industries are all energy-related and this helps explain why every energy stock in XLE is
above its 20 and 200-day moving average. I'll be discussing this sector more later in the letter.

Equities -  Top Performers
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A new section of the report I'll be sharing in the new year will be looking at the most important
stocks to hedge funds. Using data from HedgeMind, which publishes a list of the 50 stocks that the
most hedge funds hold in their top 10 largest positions. This means these stocks likely are "in play"
by many hedge funds as they accumulate shares or exit positions. 

Using the Thrasher Analytics Mean Reversion Indicator (TAMRI), I've sorted the stocks by their
combined (Absolute & Relative) score, showing the 1st and 4th quartiles. These are no buy and sell
recommendations. These lists show stocks that have potential to mean revert higher (when the
TAMRI is low) or revert lower (TAMRI is high). I've also included the 1-year z-score of each stock. 

This can act as a great source of idea generation of stocks that hedge funds may be active buyers or
sellers in the coming weeks. I'll provide an updated list each week.

Hedge Fund Stocks
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https://hedgemind.com/


Sectors - Performance
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I mentioned early how impressive the last month has been for energy stocks, posting 20+% gains.
This has driven 76.2% of the sector to a new 52-week high on Friday, the highest breadth reading in
over twenty years for the sector. And with it, the average drawdown of energy stocks is almost zero,
sitting on Friday at under -1%. There are plenty of catalysts still in the market to keep giving a boost
to the sector, but it's hard at least recognize the potential for some mean-reversion to take place at
least in the short-term. Prior spikes in % at 52-week high have been met with some profit taking by
traders and investors in the past, notably in the summers of 2020 and 2014. 

Sector - Energy
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While on the topic of energy, lets shift focus to the commodity side of the ledger, specifically crude
oil.

Oil is back to the November high, and traders are eagerly waiting to see if we get a breakout. The
energy crisis in Europe, conflicts in the Middle East and continued poor weather conditions in many
parts of the globe and in in the Northeast U.S. have helped push oil prices higher. Sentiment is now
at 83% bullish (bottom panel of chart). As October '21 showed, we can get above 80% bullish and
still see price climb, it's when we start seeing sentiment diverge lower that can cause trouble for
crude oil bulls, which is what pegged the high in November.

Commodity - Crude Oil -1
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Looking at how traders are positioned in crude oil, it appears both producers and commercial traders
are adding back exposure to their net position. Producers have raised their net position to the 63rd
percentile and commercials have taken theirs to nearly the 46th. It doesn't appear, at least not yet, that
these two classifications of traders are selling the strength in oil prices which could give clue to their
belief in further upside potential. We'll see if they are right.  

Commodity - Crude Oil -2
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I've mentioned in the past the importance of the Canadian Dollar to the commodity market, most
notably the energy-specific commodities. Canada is very sensitive to commodity price changes and
so its currency is a good one to keep an eye on. I last flagged the test of support in the Canadian
Dollar which held up well and rose along with energy prices and the broad CRB Commodity Index.
The CRB has since broken out to a higher-high. However, the Canadian Dollar is still below its most
recent high. To get confidence in the breakout by the CRB and specifically the possible breakout in
energy markets, I'd like to see Canadian Dollar continue to rise from here.

Commodity - CRB Index
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It looks like just about everyone hates gold right now. At least that's what the COT data is suggesting
with small and large traders dropping their net positions and in-turn the Commercials now hold a net
position that accounts for 100% of open interest. As the orange vertical bars on the chart show, when
commercials make up 100% of OI, its been a pretty good indicator that gold prices are near at least a
short-term bottom. We often see gold produce a counter-trend rally or begin a new long-term trend
higher.

Commodity - Gold -1
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Looking now at a daily chart of gold prices, we are at the upper end of multiple ranges. Price is at the
high end of its multi-month range, Volatility Adjusted momentum is back near is highs, and
sentiment keeps struggling to break 50% bullish. I'm watching all three of these levels and if we can
get a breakout, then it's possible we see a further advance in gold prices, which based on the prior
chart, few traders are positioned for.

Commodity - Gold -2
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Just like no one seems to want to old gold, no one wants to be long Treasury bonds either. 

The Large and Small Trader percentiles of their net position is under the 20th %tile, sending the
Commercial Trader to a net position in the 97th %tile. I've put green lines when Commercials get
over the 97th and red when under the 3rd percentile. Often when Commercials are this heavy in their
historical exposure to bonds, we see a rally, likely as a result of demand having been wiped out. Do
note that this is a weekly chart and sometimes bonds chop around while Commercials hold a heavy
position like in early '18 and late '13. 

The market seems to have entirely flipped bearish on bonds ahead of the expected rate hike in March.
I don't think the market is wrong about the Fed raising rates but the sentiment in positioning is
getting historically stretched, so it'll be interesting to see how bonds move from here as it sentiment
is quite bearish.

Fixed Income - Positioning
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TA Mean Reversion Indicator

Below are short-term, intermediate, and major signals produced from improvements in the Thrasher
Analytics Mean Reversion Indicator. Please refer to the summery PDF in the newsletter archive on the
website for more details.



TA Mean Reversion Indicator

Below are short-term, intermediate, and major signals produced from improvements in the Thrasher
Analytics Mean Reversion Indicator. Please refer to the summery PDF in the newsletter archive on the
website for more details.



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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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.


