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Brief Summary:
The S&P 500 finished the week down almost 2% after squeezing out a new 52-week high mid-week
following the FOMC announcement of an accelerated taper and likely 3 rate hikes in 2022. Breadth data
continues to worsen and the average large cap stock is down over 11%. Breadth data for the sectors
shows strength in defensives compared to offensive sectors. 18.8% of S&P 500 stocks are down over
20% from their highs, double the figure from November and it's been at least 3-months for nearly half the
index since seeing a new 52-week high. 

A new section of the report shows the percentiles for 18 risk appetite ratios. The trend has been moving
towards 'risk off' with the average now at 0.37. The Market Health Report remains low, finishing at -4
and no longer supportive of the bullish case for equities after being supportive for most of 2021.

Large Traders in copper continue to shed their net-long position and slightly pulled back their net-long n
the U.S. dollar as well. 

This will be a shortened holiday week and seasonality is typically bullish at the end of the year with the
largely anticipated "Santa Claus Rally" that begins Thursday through the first seven trading days of the
new year. According to the Stock Trader's Almanac, the market rallies on average 1.3% and when it
doesn't happen, sets a bearish seasonal tone for the new year (as seen in '16, '08, '05, and '00). 

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). 

During option expiration, volatility remained elevated, finishing another week above 20. VRT 2.0 ticked
higher slightly but still remains well below a signal threshold. 

Volatility: VRT 
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We remain in a High Volatility Environment with spot VIX still holding above 20 and equities
continue to struggle.

Volatility: Top & Environment
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Market Health Report
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The Market Health Report (MHR) moved down to -4. We've had a few positive MHR days since
November, but they have been fleeting and the low MHR reading shows the broad lack of support for the
bullish attempts to hold new highs in large caps. Three of the four categories are negative. 



By Friday, one of the four Bullish Confidence Score categories was lost, (% of industries above the
20-day MA). The other three categories remain above their thresholds. 

Bull Confidence Score
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For several weeks, many measures if risk appetite have been declining. 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. Notice that over the last ten days more rows are looking
more like Autumn leaves than Christmas trees. The average ratio is in the 37th percentile, which is
quite low considering the S&P 500 made a new high just a few days ago.  This suggests that investor
risk appetite has been on a steady decline. 

Risk Ratios
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Bearish

Bullish



Bulls attempted to stage a rally following the FOMC announcement that came in largely as expected.
However, at the end of the week the bears took another swing, sending the S&P 500 down to its 50-
day MA on Friday. We now have a potential double top pattern that is accompanied by the growing
bearish momentum divergence, which I've been noting for the last couple of weeks. I continue to keep
a close eye on the Sept. high, which drew in buyers on the prior dip. 

Equities - S&P 500 Daily
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Another new week and another set of declining breadth figures. The S&P 500 made a marginal new
high but it came with even fewer stocks above the 200-day MA, this time at 67% and less than 60%
above the 50-day moving average which dipped below half on Friday.

Equities -  Breadth
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Below is a chart showing two groups (offense and defense) of the percent of each sector that is above
the 200-day moving average. Most are still above 50% but what stands out the most is the difference
between the groups. Four of the seven offense sectors are under 55% while all the defense sectors
have over 60% of stocks above the long-term moving average. 

Equities - Sector Breadth
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Looking at the number of stocks that made a 6-month high over the prior 5 days, we sit at less than
20% with the 1-month average of 14.65%, down from 25% back in November when the index made a
higher-high. This figure clearly shows the deteriorating breadth and lack of participation by individual
stocks. 

Equities -  6-Month Highs
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Below is a chart showing the three major cumulative advance-decline lines: S&P 500, NYSE, and
S&P 1500. All three are making lower-highs as fewer stocks participate in the up trend shown by the
major index.

Equities -  Adv-Dec Lines
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Here's an update on the drawdown stats. We finished the week with 18.8% of stocks down over 20%
from their respective 52-week highs, nearly double the amount we had in November. 

Equities -  Drawdown -1
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Looking more closely at the average drawdown data, specifically when the index is less than 2% from
a 52-week high. The average large cap stock is down 11.9% as of Friday, with the S&P 500 down
1.94%. I've put blue dots when the data has matched or been worse than it is today. Excluding the
recovery after the Covid Crash, the sample is pretty small. We have the peak in Q4 '18, after the
decline '15 before we retest that low in '16 and then we'd have to go back the end of the Tech Boom.
Some analysts are suggesting that average drawdowns of the current size are "normal", I just don't see
how that can be believed. It's not normal to be less than 2% from a high and the typical stock is down
nearly 12%. In '98 and '99 we saw the music keep playing for several months and it's extremely
possible we see the same thing happen today, the drawdown data getting worse and ignored by the
broad market. But there's hardly anything normal about today's market environment. 

Equities -  Drawdown -2
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There's no question that the typical stock isn't keeping up with the index but is this a recent
development? Below is a chart showing the average number of days since stocks made a new 52-
week high. On average, it's been 89 days and according to the second panel, almost half the S&P 500
hasn't made a new high in the last 3-months. While the index "just" made a new high, it's been
months for most stocks since they enjoyed such an accomplishment.

Equities - Time Since New High
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As we get close to finishing 2021 and moving into the new year, many traders are looking for
opportunities to "dumpster dive," i.e. look for corners of the market that have been oversold either
due to poor trends or tax loss harvesting. Below is a table of S&P 1500 industries sorted by 3-month
relative performance to the S&P 500 from worst to best. These may give you some ideas of where to
look for potential opportunities in bounce-back plays. By no means does the fact that since
something is down 20-30% it will rally back, but for those of you interested in doing some diving,
here's a few industries you may consider exploring....

Equities - Industry Dumpster Diving
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Sectors - Performance
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I last shared this chart when copper made its initial peak, highlighting that large traders had begun
backing off their net position after hitting the 10th percentile.  Since then, copper has stagnated and
Large Traders have continued to take down their net position from 80,000 contracts to just under
7,000. The blue lines on the chart show when Large Traders were at a 100th %tile and then took their
position net-short. They aren't there yet, but they appear to be getting close to going net-short, we'll
see in the coming weeks if they do, but its historically been a bearish development for copper futures.

Commodities - Copper
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For the last couple of weeks, a growing spread has formed between the net position of Large/Small
Traders and Commercial Traders. Large and Small Traders got their net-long position into the 80th
percentile and last week Large Traders pulled some of that back, moving to 79.67th %tile. The
orange lines show when they've gone below the 80th %tile in the past. Notice this hasn't been bullish
for the dollar and hasn't happened in five years. 

Forex - U.S. Dollar
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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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Now seeking price confirmation of the TAMRI signal.



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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("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.


