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Brief Summary:
Large cap stocks rose nearly 1.8% last week with the S&P 500 reclaiming its 200-day moving average and
seeing good improvement in its breadth data. We have the signs of potential expansion in the % of stocks
above their various timeframe lookback periods, hitting some of the highest levels of 2022. Sentiment,
positioning, and momentum have 'reset' after the decline in the first 2.5 months of the year but can we say
that the correction is over? The trend model for the S&P 500 and several other sectors flipped positive on
Friday, another positive sign for stocks. While the improvement is encouraging, the next test will  be the
100-day MA which is where we saw the counter-trend rally end in February. Credit conditions continue to
be a concern with spreads widening again and the Credit Index moving above 0 for just the seventh time in
thirty years, signaling the markets concern in fixed income markets. 

The Move Index has climbed higher, creating a short-term divergence with equity volatility. the last time
this occurred I wrote about it in October just before the VIX went from 16 to 30, will we see a repeat this
go around? While stocks rebounded, risk appetite actually moved lower last week with many of the risk
ratios not confirming the bullishness in large cap equities. With SPX climbing, high beta stocks, equal
weight, and the consumer ratio, all declining. It's also interesting to note that last week 60% of stocks
traded on volume levels normally reserved for holiday shortened weeks. 

Positioning data shows Commercial Traders moving net-long equities and retail traders marching to the
'buy the dip' drum\beat. Inst'l investors are de-risking while retail investors are loading the boat - we'll see
who is making the right call in the coming weeks. 

Market Dashboard
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VRT remains below its signal threshold but remains at 24 during all of last week with certain components
meeting their threshold levels. 

Volatility: VRT 
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VIX continued lower last week but did move into the High Volatility Environment, a less 'defined'
trend in volatility is expected in the short-term.

Volatility: Top & Environment
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Market Health Report

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

The Market Health Report (MHR) finished on Friday at +5 with three categories (breadth, trend, and
momentum) showing positive readings. On Thursday we had a +6 reading, but the drop in Sentiment
caused a finish at "just" +5. While we aren't entirely out of the woods yet, we are seeing good
improvement in the internal data. 



The Bullish Confidence Score remains at +5.

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 move lower last week.



Risk Appetite Ratio

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

The average of the 18 RARs moved lower to the 35th percentile last week. This drop in the average
risk ratio took place as equities continued to move higher. We'll look at this more on the next page.



Risk Appetite 
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Focusing on just three areas of risk appetite: Equal Weight Consumer Staples vs. Equal Weight
Consumer Discretionary, Equal Weight vs. Cap Weight S&P 500, and High Beta vs. S&P 500 - all
three moved lower last week as equities advanced. The bid higher in stocks appears to be focused on
mega caps and not higher beta smaller cap stocks. Goldman Sachs noted their basket of non-profitable
tech stocks are up 30% since mid-March, giving another lens at where traders are focused. We'll
discuss fund flows later in the letter, but the theme seems to be more retail vs. inst'l buying at the
moment.



Equities rallied last week, rising back above the 200-day moving average which is a good thing. We
did finish Friday right at the 100-day moving average, which was were the counter-trend ran out of
steam in February, and had been support at the end of last year. I'm watching 4550 as they next key
upside level and that 200-day MA should we see equities weaken on the downside. 

Equities - S&P 500 Daily
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Last week I looked at the expansion in new lows, with stocks rallying I want to shift the focus of the
chart to new highs and see if we are beginning to see bullish signs of breadth expanding on the upside. 

In fact we are, there's some small higher-highs in new 52-week, 6-month, and 3-month, 1-month new
highs that are accompanying the broad index higher. Friday saw the most new highs since the start of
the year. This is what bulls want to see continue. 

Equities - SPX New Highs
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As to be expected, we've moved off the highs in drawdown data with equities strengthening off the
mid-March lows. However, there's still a lot of ground to cover to see 'normal' levels back in these
drawdown breadth figures. By no means is 30% of the SPX still down over 20% with the index in a
single-digit decline 'normal.' We saw a minor move above 50% of stocks above the 200-day moving
average but we also have over half of stocks still down 10%. 

Equities - Drawdown
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This chart was really surprising. Typically, the lowest volume days are found around holidays, mostly
Thanksgiving and Christmas. Below we can see the % of stocks that have less than 75% of their
average volume which spikes on Christmas. The thing is, it's the end of March and last week 60% of
stocks saw a large drop in volume which is even more unusual considering it was also option
expiration which typically draws in more volume not less. While stocks were climbing higher, it was
with one of the largest non-holiday low volume periods. 

Equities - Volume
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Looking at the Commitment of Traders data, Commercial Traders were buyers of equities across SPX,
Dow, and Nasdaq - moving net-long in all three. The next page will share some insights from
Goldman, which would argue the Commercial net-long is a result of large money managers de-risking  
but historically the rise in the Commercial position has been positive for equities.

Equities - Fund FLows
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Below a table from Goldman looking at the percentile level equity exposures for various investor
groups. GS writes that retail investors appear to have adapted a stronger 'buy the dip' mentality than in
prior pullbacks. Historically 10% declines brought about $10B in outflows but in the 1st quarter of
this year equity funds have seen $93B in inflows. As the table shows, inst'l investors have dropped
their exposures while retail investors have largely increased their own since the end of last year.

Equities - Fund Flows
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The MOVE Index, which is the Volatility Index for the bond market, moved higher last week as
equity volatility, measured by the VIX, moved lower. It's unusual for these two to diverge like this.
The Move Index is now at the 83rd percentile while the VIX has dropped to the 27th. We'll look
more at this correlation on the next page. 

Volatility - MOVE & VIX
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Once again, we have the VIX and MOVE indexes along with their 10-day correlation. The
correlation has fallen to -40. I've put orange lines when the correlation has gone below -25 and the
VIX as at at least a 10-day low, suggesting the correlation breakdown was a result of the MOVE
index going higher and VIX going lower. What's history say about this short-term diverge? It's
typically led to equity volatility playing 'catch up' to bond volatility i.e. VIX moving higher. 
The last time I noted a divergence between these two was at the end of October '21, before we saw a
spike in volatility and the VIX going from 16 to 30.

Volatility - MOVE & VIX
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I didn't think I'd be doing another update on credit conditions so soon, but the latest data release from
the Fed (last week) shows the Credit component of the NFCI rising above zero for the first time since
the Covid Crash and just the seventh time in nearly thirty years. The credit conditions are worsening
right in the face of the Fed raising rates and bonds experiencing one of their worst periods of
performance in decades. 

Bonds - Credit Conditions
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We began to see bond spreads contract as equities bounced but I noticed that at the end of last week
the AAA spread started turning higher, again. As the prior page pointed out, credit markets are
worried and the action in spreads is another example of that concern. This isn't something we want to
lose sight of. 

Bonds - Spreads
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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 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.

Update: The list of hedge funds stocks has been refreshed to reflect new positioning.

Hedge Fund Stocks
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Sector Performance



Sector - Breadth

Most sectors saw an improvement last week in the % of stocks above the 200-day moving average with
health care, consumer disc. and materials being the laggards. 



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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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.


