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Brief Summary:
The S&P 500 finished the shortened holiday week with a new marginal new high. With a closing new
52-week, the index is basically flat over the last two months, trading sideways with minor new highs that
have quickly been given back for a few days as dip buyers mettle gets tested. Volume drops off this
week, as does volatility which has historically been a low in spot VIX coming into the new year. The low
volume rally has setup many new Thrasher Analytics Mean Reversion Indicator (TAMRI) signals,
notably in the major ARK ETFs, internet ETFs, and Canadian-based cannabis ETF.  

The September low in the S&P 500 and Nasdaq 100 has been the major battle area for buyers and sellers
with buyers holding the winning record in 2021. The Market Health Report is positive but not still
lacking solid support for bulls to rest on at just +2. Until price begins to show any semblance that buyers
have exhausted and beginning to acknowledge the bearish internals, the trend remains higher.

In this week's letter I introduce a new section of the letter that looks for opportunities in the top 50 hedge
fund stocks. Using the stocks most found in the top ten holdings of hedge funds, then applying the
TAMRI to find names that are ripe for bounces or to revert lower. These aren't trade signals but provide
an excellent source of idea generation.

Gold has been consolidating all year, coiling as we head into the new year. Palladium and Platinum
continue to get bought by Large Traders. This setups up for a possible bullish year for hard and precious
metals in 2022. 

Market Dashboard
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As to be expected, volatility declined last week during the holiday-shortened week, with spot finishing at
18 on Thursday. VRT 2.0 remains below the signal threshold. 

Volatility: VRT 
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We remain in a High Volatility Environment with spot VIX at 18. 

Volatility: Top & Environment
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Market Health Report
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The Market Health Report (MHR) moved up to +2 with improvement in the momentum category.  With a
new high on Thursday, once again we have price action showing strength while the Market Health Report
, while positive, still at a less encouraging level. On the bullish side, three of the five categories are above
zero but we still haven't had a MHR above +6 in several weeks.



As of Thursday, all 5 categories above back above their threshold levels and the Bullish Confidence
Score is +5.

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 improved by the end of last week, closing Thursday at an
average of 44th percentile. While higher than the week before, this is still below average and
suggests that some corners of the market remain cautious compared to levels shown over the last
year.



As I mentioned last week, trading volume will drift lower during the holiday week and with it "natural
gravity" of the market should be higher when paired with seasonal bullish trends. This concluded with
the S&P 500 hitting a new 52-week high on Thursday, with an intraday "kiss" near the prior intraday
high in November. While we have hit a couple of marginal new highs, as the chart shows, the large
cap index has basically gone nowhere for the last two months. The S&P 500 is up less than 1% over
the last 6 weeks and just 29 basis points for the last two weeks. Momentum remains just under the
prior swing high.

Equities - S&P 500 Daily
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These three charts sum up the bullish thesis for equities right now. With Small Caps unable to break
below their year-long support and SPX and Nasdaq 100 holding firm above the September highs,
bulls have remained confident buying the dip. While I've discussed the bearish environment
happening below the hood of the market, the strength of dip buyers at these levels has been
impressive. Until sellers can muster the strength to get a material break, the lack of broad market
participation will likely continue to go unobserved.

Equities -  Key levels -1
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Below is a similar chart as the one on the prior page but focusing on the tinier companies of the
market - micro and small caps. The same message applies here, as these support levels hold and the
consolidation persists, the bulls remain in control. 

Equities -  Key levels -2
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Breaking the large cap market down to  cap weight, equal weight, and the mega cap FAAMG names,
each remains above the 50-day and prior September highs. While only the cap weight S&P made a
new high, the 50-day MA was good support for FAAMG to bounce on and give the needed push last
week. 

Equities -  Key levels -3
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Here's an update to drawdown data. Improvement was made across the three categories and while the
index made a marginal new high we still are in an environment of the average large cap stock being
down 10% and over 15% of stocks experiencing a 20+% decline. 

Equities -  Drawdown
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We now have all but one sector with an average % of stocks above the 200-day moving average
north of 50%. The strength still sits primarily in the defense sectors (bottom panel) as just three
offense sectors have more than 70% of stocks above the long-term average.

Equities - Sector Breadth
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With SPX hitting a new closing high lets once again check to see how many stocks were able to join
it, but lower the bar to just a 6-month high: 7.52%. 

Equities -  6-Month Highs
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Scanning the market for what all joined the cap weighted large cap index in a new high, the defense
group of stocks checked that higher-high box as well. The leadership shift from cyclical stocks to
defense continues to play out with the ratio between the two still below the November highs.

Equities -  Cyclical vs. Defense
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Below are the primary offense sectors along w/ the S&P 500. Each chart shows the equal weight
(EW) version of the sector along with the SPDR sector ETF. Of the sectors, only the equal weight
tech sector joined the cap weighted S&P 500 in making a new high. This was helped by Broadcom,
Citrix, Cisco, and IBM rising 12-19% over the last month, none of which are in the top ten holdings of
the cap weighted index which is why XLK did not join the new high party last week.

Looking more broadly, most of the trends in the sector charts continue to show distribution
characteristics of lower-highs.

Equities -  Equal Weight Sectors
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One of the reasons many technicians and traders put a little less importance on market moves around
the end-of-the-year is because the drop in volume allows for a drop in volatility and less institutional
activity makes less supportive moves to develop.  

Below is a chart showing the percentage of stock with less than 75% of their average daily volume.
I've noted the last two year-ends and you'll see over 80% of stocks see a large drop in volume. We
saw that begin this year as well with Thursday's 64% figure. 

Equities -  Volume 
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Last week we saw spot VIX drift lower into the 18s. This is typical of year-end volatility trends.
Historically volatility becomes "cheap" at the end of the year. Below I've marked orange lines when
VIX is in the bottom 20th percentile during the days following Christmas. Many times we see
volatility move higher in the weeks after the holiday season.

 In fact, since 2004 the VIX was higher 2-days later 76% of the time by median of 4.67%; 1-week
later 57% of the time by a median of 2.66%; 1-month later 76% of the time by a median 10.33%. 

Volatility - year-end
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The S&P 500 has now spent 400 days without logging back-to-back days under the 200-day moving
average. 2021 was definitely a year for the record books. At this point, the streak is the sixth longest
since 1950!

Equities - Days Above 200-MA
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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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International equity markets have struggled to keep up with domestic U.S. equities in 2021. In fact,
the All Cap World Index ex-U.S. has underperformed the S&P 500 by 16.88% over the last 52-
weeks, one of the worst relative performance years in the last decade. But maybe this is setting up for
a better 2022 for foreign equities.  If ACWX can hold above $54 and the 2018 high, it could provide
an opportunity for some strength next year. Prior rolling 52-week periods that have gotten this bad
setup for several favorable bounce backs in the next couple of months (Q4 '18, 2015, 2012)

Int'l - All Cap ex-U.S.
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Gold has gone no where for most of 2021, creating a coiling price pattern with a series of lower-
highs and higher-lows. In the summer the Basel III classification for gold as basically the equivalent
of cash for bank balance sheets and stricter rules on derivative markets got kicked to January 2022
due to the temper tantrum thrown by the Bank of London, which handles the bulk of global precious
metal transactions. 

A few observations on gold... Note that with the lower highs that momentum has still continued to
knock on the 60 level, while price was dipping momentum has stayed firm.  Large Traders have also
not been scaling back their net position in gold. 

While gold didn't act as the inflation hedge many expected it to with U.S. inflation spiking this year,
the coiling pattern in gold may present an opportunity in 2022 and is a chart I'm watching closing.

Commodity - Gold
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Palladium has been a metal I've written about several times this year, with a spotlight on the growing
net-long position by Large Traders. Never has this COT group been net-long palladium before and  I
believe this a bullish thesis for the metal, which is heavily used in automobile industry. With the auto
industry ground to a halt due to a supply chain issues, palladium prices have fallen and appear to be
getting bought by Large Traders. In the same vein, Platinum is getting bought by Large Traders as
well. 2022 could potentially be a turnaround story year for hard metals. 

Commodity - Platinum/Palladium
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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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For new signals, the next step is seeking price confirmation of the TAMRI signal by price strengthening.



TA Mean Reversion Indicator
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For new signals, the next step is seeking price confirmation of the TAMRI signal by price strengthening.



TA Mean Reversion Indicator
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For new signals, the next step is seeking price confirmation of the TAMRI signal by price strengthening.



TA Mean Reversion Indicator
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For new signals, the next step is seeking price confirmation of the TAMRI signal by price strengthening.



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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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.


