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Brief Summary:
Stocks attempted to make some progress advancing further off the March lows last week but much of that
progress was given back on Thursday and Friday, finishing the week basically flat. Risk Appetite
continues to move lower but we have the start to a rising trend in short-term breadth. The Market Health
Report (MHR) has risen to a multi-year high and we advance into April, which has historically been a
bullish month for U.S. stocks. The February highs in the S&P 500 and the 100-day MA remain the focus
of buyers, above that level and they have a clearer path to new highs but if we drop back under the 200-
day MA then the weight of the evidence may slide back to the 'counter-trend bounce' group and we see
stocks slide further. We still have over 30% of large cap stocks down over 20+% and barely half of
equities are above their 200-day moving average. 

From a sector viewpoint, the preference seems to be for defensive stocks, which are showing stronger
signs of internal improvement. So much so, that over 75% of utility stocks have "overbought" momentum
based on the RSI, condition that often leads to at least a minor pullback in the sector.

Bonds continue to be one of the most hated assets, and the latest COT data adds evidence to this, with
Large Traders dropping their net position to a multi-year low. Contrarians may find interest in bonds at
this stage, with the market pricing in 'peak hawkishness' by the Fed, sentiment towards bonds has rarely
been lower than it is today. 

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 with a slight uptick at the end of the week and how moved back into a
Low Volatility Environment.

Volatility: Top & Environment
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Market Health Report
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The Market Health Report (MHR) finished on Friday at +10, its highest reading in several months. All
five categories are at or above 0. If equities can regain the February highs, there appears to be good
support from internals to continue higher but I'm keeping a close eye on that February levels.



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
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The average of the 18 RARs moved lower to the 30th percentile last week. Following last week's
decline, risk appetite continued moving lower despite the strength shown in major indices. SPX closed
flat on the week but the average of the RARs is closer to the March lows than it is to the YTD high. 



I wrote last week that I was watching 4550 and the 100-day moving average, we saw a good break
above these levels mid-week, but Thursday and Friday were unable to finish the week above. We
ended up finishing flat on the week, 4 points above the 100-day MA and back below the February
highs. I discussed these key levels on Fox Business last week, noting that the battle would be fought
between here and the 200-day MA for where we go in the next leg of price action. Should we regain
4550/Feb. highs then there's not much to hold back bulls from making a run back to 4800 and another
new 52-week high. But if we dip further and lose that 200-day MA, then the drop in Risk Appetite
will be confirmed, and bears may get a chance to take back control. 

Equities - S&P 500 Daily
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We're building up a nice up trend in new 3-month highs in the S&P 500. Below we have the 3-month
daily new highs, with a 15-day average. The average has begun turning up with the latest strength in
large caps. This is a positive development for equities. 

Equities - SPX 3-Month Highs
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We had two breadth thrusts towards the end of last week, I'll show one example on the next page but
first we have the Breadth Thrust Composite below. Two or more thrusts within a specific lookback
period has been bullish for stocks, with just a few historical failed moves (most recent in 2015). 

Equities - Breadth Thrust
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One of the breadth thrusts signaled last week that's part of the Composite is the 10-day accumulative
total of advances/declines. This takes the total number of advancing large cap stocks over 2 weeks
divided by the 10 day total of declines. When this ratio hits 2:1, that signals a thrust, a sign of strong
price action. One observation about this type of thrust is that it also often is immediately followed by a
pullback (as observed on the chart below). After this kind of price move stocks often need a 'cooling
off' period but they often are short-term in nature. 

Equities - Breadth Thrust
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Commercial Traders (dark red lines) continued to add to the net-long positions in S&P 500, Dow, and
Nasdaq 100 futures. This is offset by the strong lack of interest by Large Traders (green line) which
are often hedge funds and large institutions, which continue to shed long exposure in equity index
futures.

Equities - Equity COT
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Similar to the Risk Appetite chart shared earlier, the relative performance of Cyclical Stocks vs.
Defensive Stocks has failed to hold its initial burst of strength. Defensive stocks have been
outperforming and are near their YTD highs. Meanwhile, the recent poor performance in transport
stocks has dragged down the Cyclical basket. In the sector portion of the letter we can get an even
better look at the strength in defensive sectors. 

Equities - Cyclical vs. Defense
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Cannabis stocks have been an interesting theme for the last 12-24 months, but the stocks have had
poor performance. This is largely due to the gating off institutions being able to buy them, putting
downside pressure on shares. MSOS, the ETF that represents U.S. cannabis companies has risen off
its low but has yet to break above the 50-day MA, an area that keeps drawing in sellers. Many traders
are looking for a bottom in this space, but we must take it one step at a time. First, the break above
the prior low (blue line) is a good sign, next the 50-day MA and then the 100-day MA need to be
taken out. The latest news of the SAFE Act being passed in the House is bullish but there's a long
road for this space. Nonetheless, the long-term prospects are interesting to say the least. 

Equities - Cannabis
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I've shared a version of this chart several times when VVIX  (Volatility of the VIX) has gotten back
to 145, which has been a bullish signal for equities. I last noted that VVIX had fallen back near 105
which had been a recent low-end of its range. VVIX strengthened slightly last week, moving up to
112 and shows some potential expectation that volatility (i.e. VIX) could expand. I do think volatility
looks cheap around 20 and while we don't have a VRT signal, I wouldn't be surprised to see a higher
VIX in the short-term. Again, this isn't based on a Thrasher Analytics model, just my personal
observation.

Volatility - VVIX
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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

I think this look at sector breadth provides a lot of great insight, which is why I've been sharing it most
weeks. Note the latest trends in the data between the 'offensive' and 'defensive' sectors. Clear strength
showing up in defensive sectors (XLU, XLRE, XLP, & XLV) - all of which have at least 55% of their
stocks trading above the 200-day moving average. Meanwhile, Only XLE in the 'offensive' group has at
least half of their stocks above the long-term average and many of these sectors saw moves lower in their
breadth readings. It appears while investors are showing interest in equities, it's more towards defensive
corners of the market. 



Sector - Utilities

Defensive sectors have been so strong in fact, Utilities now has over 75% of its stocks with an RSI over 70,
suggesting many stocks are 'overbought'. Historically when we have over 70% of XLU stocks with an RSI
over 70, the sector has pulled back, working off that stretched momentum condition. 



Commodities - Breadth

Several commodity markets saw weakness last week and the % that are still trading above their respective
50-day average dipped to 66.7%. I still believe commodities are going to be a hot topic this year, few
things move in a straight line for long and trends require some digestion which appears to be happening in
several commodities right now. 



Fixed Income - Treasury COT

Is there anything more hated right now than Treasury bonds? Based on the latest Commitment of Traders
(COT) data, the answer is no. Large Traders have taken their net-position to a multi-year low, sending the
percentile to the lowest level since the last time bonds bottomed out. As the chart below shows with blue
dots, when Large Traders give up on bonds, they resulting performance has been bullish for Treasury's.
There's obvious counterwinds to a rise in bonds with the Fed expected to hike rates 50bps in the next 1-2
meetings, but could that be priced in at this point? Surely the hikes won't be a surprise and the 'pain trade'
likely is a move higher, at least a counter-trend bounce, in bonds. All the headlines right now are about the
inverted yield curve, can sentiment get any more bearish bonds? 



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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Daily Sentiment Index
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Daily Sentiment Index

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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.


