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Brief Summary:
The bounce off the March lows is looking more and more like a counter-trend rally, which I noted was a
strong possibility if we couldn't get the S&P 500 to hold above those February highs. We now have failed
attempts to break above key price levels in the Russell 2000, SPX, and Nasdaq 100. Semiconductors are
also breaking down, beginning to make lower-lows which is bearish for tech stocks. 

Energy commodities remain strong with a breakout in natural gas and crude oil holding strong above
support. Corporate bond spreads are starting to widen again and equity sentiment is struggling to find
enough bulls to stop the bleeding in price action. We are now getting into earnings season, the market is
expecting to hear a lot about inflation concerns and analysts will be closely monitoring corporate full year
forecasts and how management is handling margin compression. Meanwhile, foreign central banks are
raising rates ahead of the first rate hike from the Fed next month. New Zealand hiked 50 bps and South
Korea continued to rise its key rate as well. While the market will be keying in on Q1 earnings we don't
want to forget that we're in the critical planting season for what's likely going to be a very bleak. 

Market Dashboard
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VRT is still below its signal level but remains at 24 during all of last week with certain components
meeting their thresholds. 

Volatility: VRT 
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VIX moved slightly higher last week, holding above 20 but remains below its 1-month high near 25.
We remain in a Low Volatility Environment classification. 

Volatility: Top & Environment
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Market Health Report
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The Market Health Report (MHR) finished on Friday at +4, down slightly with trend moving negative and
breadth declining two points. 



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 uptick over the last week.



Risk Appetite Ratio
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The average of the 18 RARs moved up to the 26th percentile last week. We continue to appear to be
in a 'risk off' environment as equites pull back from the counter-trend highs. 



The U.S. equity market has continued to follow the game plan laid out in prior letters. We failed to
hold the Feb. highs and as time passes the prior advance is looking more and more like a counter-trend
rally than the start of new long-term move higher. The S&P 500 closed down another 2.39% last
week, falling below the 50-day moving average and unable to break above the year-to-date VWAP.
The ruthless move higher in rates continues to weigh bearish on growth stocks and investors remain
focused on defensive equities with a 'risk off' posture. Bulls need to regain the 200-day MA and
eventually those Feb. highs, until then the bears appear in control of the tape. 

Equities - S&P 500 Daily
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I've previously highlighted the up trend in the 15-day average of 3-month highs for large cap stocks.
Returning to that chart, we have begun to see a growing number of 3-month lows once again. As of
Thursday, we had roughly equal new 3-month highs and lows (9.3% and 7.74%, respectively), with
the 15-day average of lows starting to turn higher. This remains a bifurcated market, with some
corners (energy, materials, utilities) showing positive performance while growth/tech/financials get
sold. 

Equities - SPX 3-month Highs
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I shared this chart a few weeks ago when Momentum for the Nasdaq Composite was hitting
"oversold" levels on the weekly chart but noted that sentiment was not near prior 'washout' levels that
had previously accompanied 'oversold' conditions (15% bullish vs. single-digit levels previously). We
did see a brief bounce but price was unable to hold above the noted price level (sold blue line on right
chart below) while sentiment for Nasdaq stocks unable to finish a week above 50% bullish. This
suggests we remain in a bear-controlled market and attempts to bounce have been treated as selling
opportunities for many growth/tech-orientated names.

Equities - Nasdaq Bounce
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Semiconductor stocks have struggled all year and are now beginning to breach the prior March lows.
Below we have both the Semiconductor Index and the ETF (I track both as they hold and weigh
different stocks). This is bearish for the tech sector as semis have historically been a good leading
indicator for where tech stocks will move. A lower-low in semis suggests we could see a break lower
in XLK as well. 

Equities - Semiconductors 
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Below we have the Russell 2000, S&P 500, and the Nasdaq 100. Each index has failed to hold key
price levels, showing sellers remain in control. R2K ran up to the lower-end of its prior multi-month
range, support has now turned into resistance. The SPX moved back to the previously important
September '21 high and failed. The Nasdaq tried to regain its 40-week (200-day) moving average and
failed.

Equities - Failed Price Levels
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Here we have the 10-day average of the combined S&P 500 and Nasdaq 100 Daily Sentiment Index
(DSI) scores. The 10-day average has been unable to hold above 50% bullish, which as the orange
lines on the top panel show, often brings choppy and often bearish market conditions. This should
make sense, if there are less bulls than bears, price action is going to struggle to not see increased
volatility and lower levels. With the average now at 34% bullish, there just aren't enough bulls to lead
the charge and get these indices moving higher. 

Equities - Index Sentiment
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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

More of the same from last week as it pertains to sector breadth. Energy remains the only offense sector
with at least 50% of its stocks above the 200-day MA with all but health care in the defensive group
showing strong internals. 



Commodities - Performance

Below is the year-to-date performance of the primary commodity futures markets. I've thickened the lines
for energy markets to show the latest strength being shown. Natural gas saw a major breakout recently and
is now up over 90% in the first four months of the year. 



Commodities - Crude Oil

Crude oil did a great job holding above its prior swing low and regaining its 50-day moving average by the
end of last week. Volatility Adjusted Momentum is coming off a slight 'oversold' reading with sentiment
holding firm above 50%, finishing Thursday at 70% bullish. I'm seeing some distribution within the
Producer and Commercial COT net positions, but the price action remains bullish if oil futures can remain
above $93. 



Fixed Income - Spreads

With equities dropping we have begun to see bond spreads once again widening. Both high yield and AAA
debt is showing a widening spread as bond investors show some nervousness towards the corporate bond
market.



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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Daily Sentiment Index
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Daily Sentiment Index
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Daily Sentiment Index

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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.


