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I'm excited to share with you that in the next couple of weeks (likely at the beginning of August) I'll
be doing a notable update to the Thrasher Analytics letter which will include more actionable
content, models, and institutional quality research. For example, the Market Health Report will be
getting an update and a new proprietary sentiment indicator will be rolled out. 

My goal with each week's letter is to consistently provide high quality content on financial markets
that you can't find anywhere else - giving each subscriber an extra edge in their own analysis and
decision making. I really think you're going to like the improvements and I look forward to hearing
your feedback once they have been made!

Upcoming Changes
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Brief Summary:
Slow week for equities, recovering the prior week's loss but not making material ground in the recover. So
far, the structure of the bounce still looks like a counter-trend rally. While stocks moved higher, breadth
lost ground with a move lower in % of equities above the 200-day moving average and an increase in
number of stocks that are in a 30+% drawdown. We closed out the week with more than half of the large
cap index trading on under 75% of their average volume, which has become a common characteristic of an
exhausted bounce. This week's note look at the momentum structure of several indices, sectors, and
commodities.

Commodities went from being loved to hated in what seems like the blink of an eye. Sentiment has soured
after many energy and agriculture commodities gave up a chunk of their gains, but many are still in an up
trend - oil and gas still are holding above key moving average for example. Metals are another area of the
commodity market that everyone seems to hate. Everyone except those that are use them in their
operations. Commercial Traders are chasing after metals like gold, silver, copper, palladium, and platinum
while they dip down in price. Same with crude oil, Producers are buying this dip and Commercials have
increased their net-long position. The energy and food crisis isn't over but the latest weakness in price
action sure makes it seem like it is. I think this gives an opportunity to bulls vs a vindication to bears. Sri
Lanka over the weekend stormed their Presidential palace after the government reportedly mishandled the
economic crisis surrounding a lack of food, fuel, and medicine. This is likely not the last country we see a
civilian uprising due to food scarcity. Meanwhile, Europe is still battling an energy crisis. We may be at
intermission of this place but it sure seems far from being over.

Market Dashboard
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VRT has risen but remains below a signal threshold.

Volatility: VRT 
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VIX went lower last week but moved back into a Low Volatility Environment.

Volatility: Top & Environment
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The VIX curve remained in contango this week. Big drop in short-term vol with 9-day volatility
falling to the 39th percentile which is a lower-low from the May low. 

Volatility - Curve
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Market Health Report
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The Market Health Report (MHR) moved up slightly to a -4 and still showing sign the market is in
distribution mode. The sentiment category has ticked up to a +1, the first time we've had a category with a
positive score in several months.



The Bullish Confidence Score moved up to +5 with all categories now back above their respective
thresholds. 

Bullish Confidence Score
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Below is a table of 17 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 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 is at the 27th percentile.



Risk Appetite Ratio
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The average Risk Appetite Ratio percentile finished the week up to the 27th percentile, seeing a
bounce along with the broad index.



Quiet week for equites with a 2% bounce that simply recovered the prior week's decline. The high this
week was just 2 points below the prior week's open. Not much changed on the chart, but I'll be diving
into more detail on the market structure in the next few pages.

Equities - S&P 500 Daily
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Over the next few pages, I'll be showing the same two indicators, The Composite Index and the RSI
for several key indices, sectors, and commodities. I'm going to do a review of where momentum
stands as of last week and some what looks constructive.

For the S&P 500 we have the Composite Index (an index build on the foundation of the RSI with
some unique changes that makes it unbound compared to the RSI which is bounded between 100 and
0) just off the level that's been resistance on prior counter-trend bounces. The Index filled the gap
shown on the prior page but continues to stall under the 50-day MA. The 14-day RSI remains in a
bearish range, you can see the shift that took place in the range from 2021 with higher highs and lows
to what we see now in 2022 with lower peak highs and lower lows.  This change in momentum range
gives evidence to the major change in trend.

Equities - S&P 500
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Next we have the Nasdaq 100, similar to the SPX the Composite Index is sitting near the prior peaks 
 during counter-trends and the 14-day RSI is in a well-defined bearish range. Price has found recent
support at the lows from the last material decline of 10+% back in Sept. '21. This will be a key price
level that bears will need to battle against and get QQQ under $270 to keep their control of the tape.

Equities - Nasdaq 100
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Two weeks ago, I noted the strength in relative performance of the Largest 50 stocks in the S&P 500,
these have been the strongest stocks that strength continued last week as well.  The Composite Index
bounced off support and XLG found support at the Sept. '21 key price reversal peak. RSI also found
support but with the latest strength in price, now is back near the prior highs and I'm not watching if
momentum rolls over and causes price to fall back to $280 and test that price level once again.

Equities - Largest 50
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Here we have the energy sector, the strongest sector of 2022. Many have called the up trend in energy
stocks and energy commodities to be over. But I think this is premature. XLE (along with oil) is still
above the 200-day Moving average, which has been key support on the two prior pullbacks and it's
too soon to say it wont continue to hold as support once again. Both the Composite Index and the RSI
have put in bullish divergences of higher-lows while XLE made a lower-low. Momentum still appears
support of the bullish trend in energy.

Equities - Energy Sector
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The other key sector for this market is technology, with its large weighting in the S&P 500. The
Composite Index and the RSI are in well-defined ranges of solid support and resistance but note that
since XLK failed at the 150-day moving average the Composite Index has no longer been able to get
back above 100 like prior swing highs. It's now making lower-highs. Remember, this is unbounded
indicator, so lower-highs is significant and not just a function of how the indicator is build (unlike an
RSI or MACD, etc.)

Equities - Tech Sector

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Commodities have been a big factor in financial markets this year, which isn't a big surprise - I began
writing last year in October that Commodities were likely to be a big story (although I didn't expect
this big). DBC, a basket of commodities has fallen to its prior swing low and the 150-day moving
average which (so far) have held as support. Like the energy sector, even though they've had a
significant pullback, their still remain in up trends. Also like energy, we have a bullish divergence in
momentum for DBC.

Commodities - Basket
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Commodities - Uranium
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While discussing commodities, one I want to focus on that doesn't get as much attention as oil and
natural gas, is uranium. Recently the European Parliament voted to re-evaluate its classification of
nuclear energy, passing a vote to categorize it as "green." This is bullish for uranium, which also has a
bullish chart. Below is a uranium ETF that recently had a potentially failed breakdown under $58 but
saw a bounce last week. With the move higher we also have bullish divergences in our two indicators.
With most of Europe still in an energy crisis and seeking alternatives to Russian commodities, nuclear
will likely grow in attractiveness and with it, uranium. 



With the bounce in equities, did we see improvement in the drawdown data? Sadly, no. Instead we
saw more stocks fall into the "down over 30%" camp. We're back to about 37% of stocks in the S&P
500 down more than 30%, even though the Index is down "just" 18.7%.

Equities - Drawdown
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What about breadth, did last week's up tick in the index cause more stocks to recover key moving
averages? Again, no. Even though the S&P moved higher we actually saw more stocks fall below
their 200-day moving average.  We closed out the week with just 20.48% of stocks still above the
long-term moving average and most of those are energy and consumer staples stocks, since they now
the only sectors with more than half their stocks above the key moving average.

Equities - Breadth
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I share last week how the average of the S&P 500 and Nasdaq Daily Sentiment Index were still
extremely low. Now looking just at the SPX, the DSI for the Index has risen to 33%, which was the
peak during the last counter-trend rally. If bulls are going to keep making a move to regain control,
they'll want to see higher-highs in sentiment which we haven't been able to see just yet.

Equities - Sentiment
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On Friday, over 60% of stocks traded on extremely low volume. This has been an increasingly
common occurrence during the counter-trend rallies this year. Volume drops on the bounces for many
stocks as there's just not been enough buying interest which is why the bounces have been
unsustainable. When we've gotten over half of stocks trading on less than 75% of their average
volume the index has rolled over, is that what we'll see happen again?

Equities - Volume
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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.

Hedge Fund Stocks
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Sector Performance



Sector - Breadth

Even though the SPX moving higher last week, most sectors actually saw their breadth data get worse. We
now have just two sectors with more than half their stocks above the 200-day MA: XLE and XLP.



Commodity - Crude Oil

With oil moving slightly lower last week, we actually saw Producers and Commercial Traders as net-
buyers. Both classification of traders in the COT data increased their net position and Commercials now sit
at the 95th percentile. Rarely are Commercials net-long oil but even with prices above $100, they are
interested in gaining even more exposure to the commodity. 



Commodity - Gold

Money Managers continue to shed their exposure to gold futures. Their net-position has fallen to the lowest
level since 2019 and is nearing net-short levels. When Money Mangers get net-short, what has price
historically done? Rallied. They aren't there yet but I'm keeping a close eye on precious metals because
everyone seems to hate them lately. More on this on the next page.



Commodity - Metals

Below is the COT data for the major metals markets: Gold, Silver, Copper, Palladium, and Platinum. The
dark red line is the net-position of Commercial Traders (those that actually use the commodity within their
respective businesses). What do you notice in the trend of each of the net-positions for the five metal
markets? Are Commercial Traders increasing or decreasing their exposure? Across the board they are
increasing their exposure to metals. In the case of Palladium and Copper, they are now net-long and getting
close to being net-long in Silver and Platinum.  With the recent strong shift in sentiment against
commodities as the calls for 'peak inflation' ring loud in financial news, those that know these markets
aren't trying to increase their hedge against falling prices, they are seeking to gain increased exposure.
That's historically been bullish for the underlying market, in this case metals.



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

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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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.


