
S E P T E M B E R  2 3 ,  2 0 2 2

W E E K L Y  R E S E A R C H  &  A N A L Y S I S

T A B L E  O F
C O N T E N T S

Volatility 

B Y  A N D R E W  T H R A S H E R ,  C M T

Equities

Thrasher Analytics LLC                      - Not For Redistribution -

Trend Models

Bullish Bearish

Maestro Model

Sector Sentiment

Sentiment

Sectors & Commodity

S U M M A R Y  O F  M O D E L S

 



This week's note come early as I am leaving for a much needed vacation with my family and will be away
from my desk this weekend and next week. The following letter will be delayed by a few days but I will
send out some key charts and commentary once I've returned (as long as the hurricane and storms that are
in the Atlantic right now don't cause a major delay!)

Brief Summary:
Equities continue to sell off and the theme of resistance respect and support ignored continues to plague
markets. We now see the S&P 500 near the June low with a few sectors already breaking below their own
respective prior lows and sector leadership put under pressure (energy) along with commodities (oil and
natural gas). Sentiment has fallen to single digits, with the S&P 500 DSI % bullish now at 8%. The
Maestro Model remains defensive, having done an excellent job at staying on the right side of this market
all year long. There's few things to get excited about here as economic data continues to sour and the Fed
remains focused on fighting inflation regardless of the financial markets throwing a temper tantrum in the
process. 

Market Dashboard
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VRT remains at 24 as the VIX moves to multi-week high.

Volatility: VRT 
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Volatility: Top & Environment
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The VIX remains in a High Volatility Environment while at a multi-week high.



We have a very interesting VIX futures curve now, with 9-day vol over spot and the rest of the curve
clustered right around 28.50. Even though we're seeing equity sell off, there isn't extreme panic in
volatility land just yet.

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 -19 this week. The Capitulation Gauge has ticked up to +4
but to truly see major capitulation we'd want to see +5 of +6, so we aren't there yet based on the model.

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


Maestro Model - Categories
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Trend / Momentum moved lower, Sentiment is flat, Breadth is negative and Economic category is
negative.



Sentiment Score 
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Nearly all sectors have continued to see their sentiment score decline, health care now has the highest
score followed by utilities and interestingly, consumer disc. Staples and Tech are the only sectors to see
their score rise.



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 29th percentile.



Risk Appetite Ratio
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The average Risk Appetite Ratio percentile move lower this week, sitting in the bottom third of its
historical range.



Honestly, it shouldn't be a huge surprise the daily SPX chart looks the way it does. The theme of
resistance being respected and support ignored continues. We saw the market attempt to rally back to
3900 on Weds. but it failed (shocker). As we near the June lows, the 3640 easily could become a
magnet and the internals (more on this later) support the bearish weakness in price. 

Equities - S&P 500 Daily
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I've added an add'l section of the breadth thrust composite chart, titled Primary Long-Term Thrusts.
These are the handful of thrusts that are in the original composite that have the best track record and
only have the highest bar to clear to signal. The original composite is still what 'feeds' the breadth
category of the Maestro Model.

No new thrusts.

Equities - Breadth Thrusts
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The list of new lows continues to expand. I've drawn horizonal lines on the chart below to show that
we're seeing roughly the same number of new lows as the last time we saw price approach current
levels. 23.8% are at a 52-week low and over 70% are at a 1-month low. This selling continues today
(Friday) as I write this and we'll see if we do take out the June lows if the breadth data confirms, if not
then we may get a bullish divergence that we can see if bulls take advantage of - but we aren't there
yet.

Equities - New Lows
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Looking now at just the % of stocks making a 6-month low but filtering out stocks that aren't doing so
on below-average volume, we once again have a rising data set. nearly 15% of S&P 500 stocks is
hitting a 6-month low on above-average volume. This tells us the selling isn't occurring on simply a
lack of volume - it's more of the opposite as the list expands of above-average volume selling hits the
market.

Equities - 6-month Low
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I last shared this chart when we saw the spread between stocks that were 'overbought' and 'oversold'
rise above 25, meaning a lot of stocks were 'overbought' which has typically been followed by a
consolidation or move lower in the index. That's exactly what we saw happen (blue arrows on the
chart). Now we're seeing a move in the other direction, 23% of stocks are 'oversold' and no stocks are
'overbought. We aren't to a 'wash out' type environment yet where everything is due for a momentum
mean-reversion but we're near the level of the June lows, we'll see if we have more stocks 'oversold'
based on the RSI if/when we reach that price level.

Equities - Momentum
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Shifting now to the drawdown data for large caps, we are extremely close to hitting the June high in
percent of stocks that are down over 30%, currently at 43.14% and peaking at 44%. 

Equities - Drawdown
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Dow Theory, the analysis and comparison of the Dow Jones Industrial Average and the DJ
Transportation Average has been a common tool for many years. The idea that Transports will lead
the Industrials and seeking confirmation of higher highs and lower lows between them. Today, we
have lower lowers in the Transports, which sets a bearish stage for the Industrials. 

Equities - Dow Ind. vs. Tran.

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Once again, checking in on the key price levels for sectors and small caps we are seeing some
important tests and unfortunately some breakdowns.  Small Caps, Financials, and Industrials are
testing their key levels again and on the following page we can see some moves lower.

Equities - Key Levels 1
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Here we can see Real Estate and Communications making lower-lows.  below the 2020 highs and the
June lows. 

Equities - Key Levels 2
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There are two axioms that have lasted throughout the decades of modern markets: Don't Fight the
Tape and Don't Fight the Fed. Both have rung true this year as well. Below is a popular method of
viewing the Fed's liquidity, taking the Fed'l Reserve balance sheet and subtracting the amount of
Reverse Repos and the Treasury's General Account (TGA). We can see as Fed liquidity expanded
coming out of the Covid Crash, markets saw bullish price action as they were awash in cash. That
trend changes at the start of 2022 and we've now moved into a period of liquidity being pulled from
the market. The Fed has been extremely vocal with their goal of stomping out inflation, the markets be
damned. With the rise in interest rates we also have the liquidity spigot being turned off and the equity
market isn't happy about it.

Equities - Fed Liquidity
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Sector Performance



Sector - Breadth  200-MA

Energy and utilities with the majority of stocks above the 200-day MA, the rest of the sector list have fallen
back below 50%.



Sector - Fund FLows

Last week I shared how 1-month sector flows were nearing a time of flipping negative. That did take place
and now we are seeing total sector flows move into distribution on both the 1-month and 3-month lookback
periods.



Commodity - Gasoline

Here's an updated look at the chart for gasoline futures, which did in fact hold above the noted level of
heavy volume at $2.30 - bouncing back above $2.50. Crude oil has continued to weaken but it appears
gasoline has continued to hold firm.



Commodity - Crude Oil

Oil has continued to be under pressure and we started to see some signs of confirmation in that with the
Crack Spread moving lower but that's started to change recently as the Spread moves back up despite the
drop in oil prices. I believe sellers are pushing oil lower on the belief that a global economic slowdown will
slow demand, notably in Europe. This doesn't suggest the energy crisis that is impacting both the U.S. but
primarily Asia and Europe is over. Energy markets have always been extremely volatile and this year hasn't
been the exception by any means. I'm watching the Nov. '21 highs as potential support but it's possible we
see this change in trend gain sellers as the time period lengths and CTAs jump on board. 



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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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.


