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Brief Summary:
Last week I discussed my expectation of Powell to disappoint the markets, coming out more hawkish than
the market was hoping for. Paired with our nailing the VIX low and 6 point pop - the move lower last
week wasn't the biggest shock. We now move into the final week of August and will get JOLTs data on
Tuesday and August payrolls at the end of the week along with ISM on Thursday. Having broken
4230/4200, SPX is vulnerable to put in a test of the 50-day MA and June VWAP as it moves into one of
the less seasonally bullish months of the year. 

We've now gone 88 days without the majority of large cap stocks trading above the 200-day MA, a
significant amount of time that's only been matched (and exceeded) during the 2001 and 2008 bear
markets. Sector sentiment is coming off somewhat high levels but fund flows into (or lack thereof) the
energy sector shows just how hard this market is fighting to accept what's transpiring in the energy space.
Things continue to get worse in Europe with prices continuing to rise and energy stocks reporting some of
the strongest numbers in recent quarters. All while XLE sees net outflows since April! 

Powell gave a firm message to the market at Jackson Hole, “Restoring price stability will likely require
maintaining a restrictive policy stance for some time." and "While higher interest rates, slower growth and
softer labor market conditions will bring down inflation, they will also bring some pain to households and
businesses,” Powell told the country. “These are the unfortunate costs of reducing inflation.” were the
lines that stood out the most. "Don't fight the Fed" had been the markets battle cry for the last decade. Will
the market attempt to do battle with Powell as he makes inflation a priority over capital markets?

Market Dashboard
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VRT remains elevated but not quite to a signal threshold. 

Volatility: VRT 
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Volatility: Top & Environment
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The VIX has moved up 6 points since my Special Update email, going from under 20 to finish last week
at 25.56. The rise however was not enough to move  Spot VIX out of a Low Volatility Environment or
trigger a peak vol signal.



While the curve moved higher, it remains firm in contango.

Volatility - Curve
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Maestro Model 
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If you haven't had a chance to read it yet, please be sure to check out the Maestro Model Summary PDF
that was emailed on Thursday (link here) and is in the Archive on the website. 

The model continues to be defensive, falling to -4 on Friday. While stocks saw a heavy sell-off to end the
week, we did not see a move higher in the Capitulation Gauge.

https://mcusercontent.com/1506e4e1f043d843d4d1829d4/files/af3dd92e-1095-c828-dee3-fa36dd972945/Maestro_Model_Summary.pdf


Maestro Model - Categories
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Trend / Momentum moved negative last week with Breadth weakening to just +1. No changes in
Sentiment or Economic categories.



Sentiment Score 
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All sectors except for Energy and Materials saw a move lower in their sentiment score over the last week.
No major developments in signals for any of the sectors. Charts for each are on the following pages.



Sentiment Score: XLF & XLY
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Sentiment Score: XLI & XLB
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Sentiment Score: XLRE & XLC
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Sentiment Score: XLP & XLU
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Sentiment Score: XLK & XLV
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Sentiment Score: XLE
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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 34th percentile.



Risk Appetite Ratio
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The average Risk Appetite Ratio percentile move lower last week but finished flat by Friday.



Last week I shared, "Powell will be speaking at Jackson Hole on Friday and I'm in the camp that he'll
talk down the notion they plan to have cuts in 2023 and instead reinforce the belief that inflation could
be sticky for longer and higher than what the market currently expects." Which is (unfortunately)
exactly what he did and the market wasn't happy about it, selling off -3% on Friday. We sliced right
through 4200 and bears have now set their sights on the 50-day MA and June low VWAP which both
conveniently sit just below 4000. The inability to hold 4230/4200 is a body blow to bulls and it won't
be easy this week either with more jobs data this week along with ISM and inflation reports out of
Europe. 

Equities - S&P 500 Daily
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Off the June low, mega caps led the market higher but that strength began to fade a few weeks ago
with the Largest 50 stocks under-performing the broad market. Last week we saw a shift back to small
caps which closed out the week at the upper-end of their relative performance range. 

Equities - Mega & Small Caps
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No new thrusts to add to the cumulative count. 

Equities - Breadth Thrusts
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The last two weeks we've looked at the new highs data and now we must shift back to tracking the
new lows data series. 40% of large cap stocks hit a new 20-day low on Friday, the most since June.
Friday's drop wasn't enough to suggest we're seeing a renewed expansion in lower-lows but if we
continue to move lower that's what I'll be watching to develop.

Equities - New Lows
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Last week's look at breadth focused on the % of stocks that were trading above the 200-day moving
average and how if the June low was THE low - it'll be the most stocks above the long-term average at
after a 20% decline in quite a while. 

This week, I'm looking at how long it's been since the majority of stocks have been above the 200-day
moving average. As of Friday, it's been 88 days since the bulk of the S&P 500 was above the 200-
MA. We've only gone this long a handful of times, each during major bear markets as shown in the
chart below. I've plotted blue arrows when we crossed the 88-day mark. This suggests a separation in
major declines vs. brief pullbacks (ala 2011 or 2018). 

Equities - % Above 200-MA
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Fund Flows - Energy
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Optuma (the charting platform most of the charts in Thrasher Analytics are generated from) now has
given users access to ETF fund flow data. This is extremely good news and I look forward to adding
these data series to the charts I'm able to share with you each week. 

This week I'm going to look at just two. First, Energy. While the energy sector has been the best
performing sector YTD, up 49% and outperforming the SPX by a whopping 75%, the sector has
experienced negative 3-month rolling outflows since April! In fact, at the June low 7% of XLE's
AUM was sold. Those that say Energy has gone too far and everyone has already joined this thematic
trade, the ETF data suggests otherwise. If we see traders play 'catch up' into the end of the year with
energy, fund flow data for XLE should reflect that shift with a move to net inflows.  



Fund Flows - S&P 500
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The second example of how we can view fund flow data is looking at big changes in daily flows that
move against the directional move of the ETF. Below is SPY with green arrows when the market
sees a 1% increase in AUM inflows on a down day and the reverse happening with red arrows when
1% of AUM is traded on a net outflow on an up day. Notice at the June low we had several days of
sizable inflows into the S&P 500 ETF while the market was selling off. We also had a bullish
divergence develop in the rolling 3-month data as well. Looking at the current market, inflows have
been relatively soft, as the rolling 3-month net flow has been mostly flat, unable to take out the June
high. 



Sector Performance



Sector - Breadth

Friday's decline sent materials and industrials back below 50% of stocks above the 200-day MA. Utilities
and energy held firm.



Commodity - Crude Oil 

An updated look at the crude oil chart. Oil is now 'trapped' between its 200-day and 20-day moving
average. The 20-day MA had been resistance but saw a breakout earlier in the week, sending price to run
into the longer-term moving average. Momentum (bottom panel) also ran up to the prior area of resistance
and turned lower on Thursday and Friday. This week, I'm watching if crude can break above the 200-day
MA and can make a higher-high in momentum.



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.


