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Brief Summary:
You'll notice in the sector trend charts and the table above that many sectors have moved into down trends
as equity weakness continues to take a firm grasp on U.S. equities. Friday saw a move in the S&P 500 back
under the 200-day MA and setup a back-to-back 80% down day, which has often led to at least a short-term
relief rally. Breadth continues to look choppy as we still don't have an expansion in new net-52week lows
but the 6-month lows list has been expanding on this decline compared to prior 2021 pullbacks. We've hit
45% of stocks that have experienced a 52-week low in the prior week, more than the roughly 33% that
prior pullbacks experienced but still below the key 50% threshold that's often associated with larger
drawdowns. 

Energy stocks continue to lead, and we now have just two sectors that are showing a positive year-to-date
performance (XLE and XLF). The ratio between energy and tech stocks appears to be making a major shift,
heavily driven by the latest weakness in the FAAMG stocks. Russian equities look interesting here,
following the largest volume day in RSX since 2018 and the Russian ETF experiencing a 2-sigma decline
driven by the Ukraine headlines. 

Equities continue to look shaky and the digestion of the Fed news, slowing economic data, macro headlines
for the energy crisis and Russia plague traders emotions, sending volatility whipsawing through financial
markets. We aren't seeing signs of major fracturing in stocks just yet but there's few bullish data sets to
grasp on to either. 

  

Market Dashboard
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VRT remains below its signal threshold. 

Volatility: VRT 
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VIX remains below our prior Peak signals but also remains in a high volatility environment, which we
saw a good example of on Friday with the tick up in volatility which got to over 30 intraday.

Volatility: Top & Environment
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Market Health Report
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The Market Health Report (MHR) remained low last week, finishing again at -8. For new subscribers,
refer back to last week's letter for additional comments on -8 readings in the MHR. 



We saw some improvement to the Bullish Confidence Score, which rose to +5 mid-week before
ticking a little lower to +4 on Friday. We've seen good improvement in the five categories and we'd
like to see them get back to +5 and hold there but the markets remain shaky and messy with headlines
whipsawing equities.

Bullish 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 saw a slight improvement last week.



Risk Appetite Ratio
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The average of the 18 RARs moved to the 37th percentile by Friday, slightly higher than the week
before but still well below the midline. Most of the improvement came from the international ratios
and small caps.



Markets attempted to rally but saw a few steps backward on Thursday and Friday with news about the
Fed and Russia. The S&P 500 got back to the 100-day MA and the Sept. high but were unable to hold
at these levels before finishing on Friday back below the 200-day MA. Momentum was also unable to
break out, struggling to hold above 50 on the RSI. We continue to be in a multi-month range for U.S.
large caps and this messy market has continued to punish both sellers and buyers as whipsaws persist.

Equities - S&P 500 Daily
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I shared this chart two weeks ago, looking at the weekly price action of the Nasdaq Composite. I
noted that we were getting closer to seeing the Volatility Adjusted Momentum get 'oversold' which
had been a good washout level on the weekly chart for the index. I wrote that I was watching 14,100
and want to see buyers regain that price level to get confidence. Buyers took us back to that level and
sellers stomped it back down. Seeing 14,100 unable to hold is discouraging and we still haven't seen
VaM get to -40 and registered as being 'oversold', so more downside is still possible for the Nasdaq
Composite.

Equities - Nasdaq Comp
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On Friday we had a second 80+% down day for the S&P 500 following an 80% down day on
Thursday as well. Seeing back-to-back days of 80% of stocks declining has often been followed by
short-term bounces. The caveat though is when they happen above and below the 200-day MA. I've
plotted both on the chart below with green (above 200MA) or red (below 200MA) arrows. The
bounces produced when the index is above the 200-day MA are often longer lasting and are 'trusting.'
We last saw this occur on Dec. 1st before stocks bounced over 6%.   The last back-to-back 80% day
when under the 200-MA was Jan  21 which saw just a 4% counter-trend rally.

We still often see a bounce but quite often it's followed by additional selling of varying degrees. With
that, we could see some early week strength this next week as dip buyers take a swing, they'll want to
get the SPX back above the 200-MA and ideally produce a 85% up day (85% of stocks advance) to
show renewed control. 

Equities - 80% Down Days

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Last week I wrote about how we weren't seeing an expansion (yet) in net new-52 week lows and in
fact we still had more 52-week highs than lows. This remains true but I wanted to follow that up with
this chart below, showing the expansion in new 6-month lows compared to the prior minor pullbacks
since September '21. 
Across asset sizes we are seeing higher-highs in new 6-month lows while the index is still above the
October lows. This tells us the market is very disjointed right now and helps explain why the multi-
month consolidated has been playing  out - we have expanding 6-month lows but still have (barely)
bullish net-52 week highs data. The 1-year gains are being digested and some of the resulting
weakness is showing up in the 6-month data.

Equities - 6-month Lows
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Turning back to the topic of 52-week lows, I shared this chart in December, focusing on that most
large declines (greater than 10%) are accompanied by at least half of stocks hitting a 52-week low
over the prior week. At that time in Dec., we weren't seeing more than one-third of stocks hitting 52-
week lows (dotted green line and arrows). Note the horizontal red lines, each showing when we
breached the 50% threshold. All but one (2014) saw prices continue to move lower, not necessary in
a straight line but rarely did we see an immediate bounce higher, they were often followed by brief
counter-relief rallies and then a continued decline. 

We'll take a closer look at the current setup on this chart on the following page.

Equities - 52-week Lows -1
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Here's the same chart but zooming in on the last couple of years. You can see that in Q4 '18 we hit
the 50% threshold pretty quickly in October. During the Covid Crash we got there in late-February
when the market was down just 8%. Since then, the dips in equities have barely breached the one-
third level, showing the level of internal strength during brief periods of weakness. 

Taking an updated look at the data, we did breach the 33% level that had capped prior declines and 
 hit 45% on January 27th. This is not quite the 50% threshold but we've getting close. I'll keep
monitoring the data and see if we hit 50% on further weakness

Equities - 52-week Lows -2
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Checking in on the latest drawdown data, we hit 69% of stocks down over 10% by the end of January,
pulling back to "just" 60% as of Friday. However, a little more concerning is the uptick in stocks
down 20+% which peaked at 32% in January but has not shown more improvement as we're at 29.5%
right now.

Equities -  Drawdown
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Joining the back-to-back 80% down day chart suggesting we could see at least a brief counter-trend
rally, on Friday we also saw the VVIX breach 145. Over the last couple of years this level on the
VVIX has often brought in dip buyers to U.S. large caps. We saw it "work" quite well in 2021 and
also at the end of January 2022. 

Equities -  SPX & VVIX
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FAAMG stocks have been weighing heavy on the broad market recently. In fact, the equally weighted
basket of FB, AMZN, AAPL, MSFT, & GOOGL made a lower-low on Friday, breaching again the
October low. This is transpiring with the Equal Weight S&P 500 and the Cap Weight still above those
key price levels. 

Equities -  FAAMG
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Cannabis stocks had a horrible 2021 but appear to be trying to buck that bearish trend to kickstart
2022. MSOS, an ETF that tracks U.S. cannabis stocks has bounced 20% from its lows and has
recently regained its 50-day Moving Average and sits just below the 100-day MA. I'm watching the
$25 area which has been a key price level in the last couple of months. Momentum is also back to the
high-end of its multi-month range, so a breakout here with a higher-high would also be bullish.

Equities -  Cannabis
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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 not 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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Sector performance so far in 2022 has been broadly weak with one large outlier: energy. XLE is up
23% with all other sectors (except XLF, which s barely holding positive) down on the year from
-2.4% to -14.2%. 

Sectors - YTD
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Looking specifically at two sectors and their relative performance between each other, Technology
vs. Energy has an extremely interesting setup. Below is the weekly ratio of XLK vs XLE which had
set a new all-time high last year before tech stumbled and energy strengthened. Since then, we've
seen a break back below the key 2000 high and under the 100-week moving average. The big
question right now is whether this is the start to a much larger rotation. If not, then that 2.25/2.3 area
on the ratio chart needs to be regained by tech bulls and eventually the 100-week MA as well but
currently the bias is clearly in favor of energy  and there's still quite a bit of ground to make up before
this ratio gets back to 1. 

Sectors - Tech vs. Energy
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Okay hear me out here... If you were to think of the most hated, most volatile, and least understood
market right now, would you not instantly think of Russia? Russian stocks fell nearly 10% intraday
on Friday, finishing down -7.6% and are off over -30% from the October high in RSX, the VanEck
ETF. This has been a 2-sigma move when looking at the 1-year z-score, which has often marked
some major lows or at least counter-trend bottoms since 2009. Because of the strong commodity
focus of Russia, RSX has a strong correlation to crude oil, but that correlation has recently broken
with oil prices hitting higher-highs and RSX making lower-lows. Friday saw the largest single
volume day in RSX since April '18, which was quickly followed by a 8% bounce in the ETF

If Putin doesn't invade Ukraine and if crude continues to move higher, I'm watching if RSX get a
relief rally following that heavy volume day on Friday, suggesting many investors have abandoned
ship on their Russian exposure. This isn't to say all the bad news has already been priced in, that's
something that can only be known after the fact, but from a sentiment perspective, it seems RSX has
few fans these days. Also, you'll see on the next page RSX got an orange TAMRI signal as well.

Int'l - Russia
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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.
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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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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.


