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Trend Models

Bullish Bearish
Weakening breadth.
Elevated volatility.
Average stock down
over 10%. 
Over 4% are at a 52-
week low. 

Trend Model remains
positive for all sector.
MRH strong with all
categories positive.
Seasonality.

Market Health Report

Sector

Sentiment



Brief Summary:
With Friday's 2% drop in SPX, the market has begun to bend....will it break? That's the question
everyone's asking as the breadth data continues to worsen, and the average large cap stop is already in a
'correction' down at least 10%. Most indices have broken below their September highs but large caps
have yet to do so, that's the area buyers must defend to keep control in the hands of the bulls. In this
week's letter I show that if SPX breaks materially under the 50-day moving average, with the already
elevated level of 52-week lows then it's very possible we see a double-digit decline in the index. That's if
sellers can keep pushing this week which as each dip in 2021 has shown, is a tough feat for them to take
on and one they have been unsuccessful at each prior attempt. 

The VRT 2.0 was correct in calling for a spike in the VIX, which shot up over 10 points on Friday, the
4th largest one day % increase in its history. Historically volatility has had a tough time sustaining a
climb after a single day rise of 10 points, so I wouldn't be surprised to see some easing in volatility early
this week which equity buyers may latch on to as the 'all clear' sign to step back in. 

While VIX spiked and internals weakened, we are still less than 3% from a 52-week high. Buyers are
still driving the index until proven otherwise. The breadth data has been concerned but price must show
signs of confirming it before we can assume a further slide. Also, at this point the Market Health Report
remains positive and supportive of stocks. 

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). 

Well we got our volatility spike. In fact, it was the only the 4th time spot VIX has risen over 50% in a
single day and was the 4th largest increase in it's history. That's why the VRT 2.0 is so important to keep
track of! We didn't need to be covid experts to anticipate what volatility would do, instead simply rely on
market data and patterns that show themselves before just about every VIX spike. Now to start looking for
the next one....

Volatility: VRT 
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Does volatility come back down or will we see further rise in the VIX? My VIX Top Composite has
maxed out at 4, next we need to watch for the final Aggressive Peak Signal which would come once
we get a close below an open. Should we see a dip in VIX on Monday, that would confirm an
Aggressive Peak Volatility Signal.

Volatility: Top & Environment
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Looking at market history, I wanted to see what volatility did after it saw a major move higher on a
Friday. Do traders reflect over the weekend and push vol higher when the market opens Monday? it
doesn't appear so. Going back to 2008, when the VIX rose at least 25% on a Friday (blue arrows) just
twice did we see further rise in volatility (both Aug '15 and Feb. '18 saw one more day of climbing vol
before a peak was put in). How about when spot VIX rises by at least 10 points (green arrows? Like
Friday, we've seen 10 point rises throughout the last 13 years and except for the covid crash last year
and the financial crisis in 2008, volatility was unable to sustain its climb. 

Volatility: Friday Spikes
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Market Health Report
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The Market Health Report (MHR) ticked down  to +5. With last week's selling and Friday's 2% drop we
hit a 15-day low in the S&P 500. With a reading of +5, the MHR remains supportive (albeit less so than
last week) of equities and currently suggests selling should be short-lived. I will note that many of the
inputs are sitting right at threshold levels. For example one of the breadth inputs is % above the 50-day
moving average being above or below 50%, Friday we finished at 51% so just a little more weakness and
this data point will flip negative. I share this to say that we could still see MHR turn bearish but as of
Friday it remains bullish.



Quite a few stocks and sectors have already broken below their prior September high but the large cap
index remains above its own. This week I'll be watching that September high as the market begins to
bend, in order to evaluate if it does indeed break. I'll also be watching the 50-day moving average and
VWAP off the October low. 
These are three key support levels dip buyers will likely try to latch on to, if supply continues to come
in and takes out these levels then that will give further evidence that sellers may be taking the reins.
Above these levels and I think the bull trend remains innocent until proven guilty. 

Equities - S&P 500 Daily
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The Bull Confidence Score for the S&P 500 dropped from 5 to 3, losing the Blended Breadth
Composite and the % of industries above the 20-day moving average. This isn't too surprising based
on the internal weakness coming into this week but still we'd need to see at least a score of 2 and then
a rebound back to 5 to generate a bullish signal. This shows that, yes, while Friday was concerning, it
wasn't enough to get us into the place to even start looking for dip buying opportunities - the selling
just hasn't been enough outside of extremely short-term timeframes. 

Equities - Bull Confidence

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Let's start with 6-month new lows. Across small/mid/large caps we saw a large pick up in new 6-
month lows and the highest levels for S&P 500 and S&P 600 since the Covid Crash. Expansion in
selling is not a good sign. 

One caveat to the new 6-month low data. If we scrub it for stocks that only made a new 6-month low
that was trading at above-average volume the number gets cut in half. Just 6% of stocks (instead of
12.5%) were at a 6-month low on above-average volume, which is less than the prior October lows
and suggests we aren't yet seeing an expansion in new lows just yet. So, at the 6-month level I think
it's a bit of wash between these two findings. 

Markets don't move in a straight line but I'll be watching if these new low lists expand this week or
not.

Equities -  New 6m Lows
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Now let's look at 52-week lows. This chart is a bit concerning.

A little over 4.5% of S&P 500 stocks hit a 1-year low on Friday, even though the index is down less
than 3%. Looking at market history when the SPX closed below its 20-day MA and more than 3% of
stocks were making a 52-week low, some bearish periods pop up. I've noted the % at a 52-week low
above each instance. 

What separated the periods that saw sustained downside vs saw shallow declines that got bought?
When the 50-day moving average was treated as support then the dip was shallow. When it wasn't and
sellers pushed materially under the 50-day MA, we saw double-digit drawdowns in the index (2007,
2015, 2018 twice, 2020). 

This tells me we need to be closely watching that 50-day moving average should SPX slide further but
if we can hold above, then the bulls still have a chance to keep control. 

Equities -  New 52wk Lows
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The spread between the drawdown for the Nasdaq 100 and its underlying stocks hasn't been this high
since the dot-com peak. I've scrubbed periods where breadth was rising, focusing on periods when
average drawdown was moving lower and the spread wasn't just a result of the index coming out of a
decline already. The average Nasdaq 100 stock is down 15% and trending lower. 

Equities -  Breadth Divergence
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What about for the S&P 500? Same type of study done here, the spread is the highest since just before
the Q4 '18 decline and before that - before the 2015 and 2016 declines.  The average large cap stock is
already down over 11%.

Equities -  Breadth Divergence
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Won't spend a ton of time here. But below is an update on the % above moving average data. Just
20% of large caps remain above their 20-day moving average and nearly half of the stocks are
trading below their 50-day moving average. SPX remains above its September high but each of the
breadth figures are well below the levels seen in September. 

Equities - Breadth
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We now have 16% of the S&P 500 down at least 20%, which is more than at the October SPX low.
The stocks that are getting beaten up are doing so at a more aggressive clip, pairing with the average
stock down nearly 12%. 

Equities - Drawdown 
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The IPO market can be a great barometer for evaluating the market's interest in risk taking. Typically
IPOs are higher beta plays so when they are are outperforming, it's a possible sign the market is
comfortable taking on that increased risk. But when they underperform, its likely the market is
becoming less comfortable owning the new kids on the block and are pulling down market risk. 

Checking in on the Value Line, Russell 2000, and Dow Jones Industrial Average - all three are now
below their respective September highs. 

Should stocks rebound this week, the September levels are where I want to see bulls show some
defense.

Equities - Sept. Highs -1
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Now let's take a look at those September highs for Equal Weight S&P 500 and the FAAMG group.
both broke below on Friday. Once again, buyers this week should be focused on recovering these
levels and showing bulls are still in control. 

Equities - Sept. Highs -2
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Sectors - Performance
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TA Mean Reversion Indicator

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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Major Markets & Indices

Commodities



TA Mean Reversion Indicator
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Thematic/Active ETFs



TA Mean Reversion Indicator
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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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