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Brief Summary:
We exit option expiration week and move into FOMC week, keeping the fun times going! Historically the
week following September OpEx has not been kind to equity markets with a median move of -1.1%,
making it one of the worst seasonal weeks of the whole year. We'll be wrapping up Q3 soon as well and
the earnings guide-downs have begun to pick up with FedEx (FDX) seeing its worst one-day decline in
over 40 years last week. The S&P 500 also closed back below 3900, leaving little left for bulls to grasp on
to as support before the June low becomes a magnet - pulling the market for a test. The Maestro Model
remains on defense and Risk Appetite is in the bottom-third of its range. This market is clearly in 'risk off'
mode as we begin seeing signs of expansion in bearish breadth statistics. The SPX is now down a little
over -19% and more than one-third of stocks are in a drawdown greater than -30%. 

Sentiment for Tech, Materials, and Communications has shown possible reversal signs but still need to
show some price confirmation by bulls. Fund Flows continue to lean towards the exits as the 3-month
cumulative net flow of the primary sectors closes in on going negative. 

Market Dashboard
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VRT ticked up to 24 as the VIX moves near a multi-week high.

Volatility: VRT 
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Volatility: Top & Environment

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

The VIX remains in a High Volatility Environment while near a multi-week high.



With spot VIX moving higher we now have a slight 'kink' in the curve as 9-day vol rises to a premium
over spot. This week will be VIX option expiration and the full curve now sits in the upper half of its
1-year range.

Volatility - Curve
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As a reminder, we often see decent size moves coming out of option expiration for VIX futures. For
instance, the latest low was formed at the August expiration.

Volatility - OpEx
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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 -16 last week.

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


Maestro Model - Categories
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Trend / Momentum moved down 2 points, sentiment rose by 1 point and breadth declined by 1 point.



Sentiment Score 
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We got several potential reversal signals following last week's decline in equities. XLK, XLB, and XLC
all saw signals develop. Tech continued to see its sentiment decline, falling to 0.04, the lowest reading
since 2012 but has not shown any momentum divergences. XLB also has shown any divergences as of yet.



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 33rd percentile.



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



In bull markets we often see support respected and in bear markets we see resistance respected by
price. That theme has been constant throughout 2022.  2900 for the S&P was tested several times and
finally at the end of last week, sellers exhausted buyers and we saw a gap down on Friday. Volume
was heavy on Friday with option expiration and we closed off the lows but the break under 2900 is
significant. There's not much left for bulls to grab on to from a price support perspective and it's tough
to get overly bullish when price fails to hold above that 50-day Moving Average. 

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 but I wanted to put some extra attention on the long-term thrusts going
forward, giving them their own plot below.

Equities - Breadth Thrusts
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Last week I showed the levels we needed to see in the breadth data to gain confidence in breadth
expanding, we of course moved well off those levels as equities sunk lower during trading. Now
shifting back to looking at new lows we saw just over 10% of large cap stocks hit a new 52-week low,
the highest figure since July. We have begun seeing expansion in new lows for 52-week, 6-month, and
3-month lookback periods with a lower-high in the short-term, 20-day data. 

Equities - New Lows
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Looking now at asset size, it's just not one grouping that is experiencing selling. Across large, mid,
and small cap stocks we saw an expansion in new 6-month lows last week.

Equities - 6-month Lows
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With the big drop in Microsoft (more on the next page), the equally weighted FAAMG group is now
nearing its 2022 low in relative performance.  Mega caps were a safe haven last year but are being
unloaded by investors this year as we continue to see the market 'de-risk'.

Equities - FAAMG 
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Last week I noted how the Big Four had done a good job holding support. That's now no longer the
case for several names. Apple broke below the 100-MA and key price pivot point. Microsoft broke
below its July low. Amazon fell under its May pivot high. Tesla is the lone standout that has not
broken a key price level (yet).

Equities - Big Four
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Two sectors that have historically been very sensitive to shifts in interest rates have been Financials
and Utilities. In 'risk on' environments we see Financials lead Utilities  and as rates rise and the market
begins to grow bearish, Utilities show leadership. This ratio can provide advance warning through
divergences like we saw in 2007, 2019 and barely this year, as well as trend confirmation. When the
ratio continues to decline we can glean the market remains defensive and sensitive to a rising rate
environment. Utilities have been one of the best performing sectors this year and the ratio of
XLF/XLU made another lower-low during last week's sell-off.

Equities - Financials vs. Utes
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The S&P 500 is now down -19.25% from its high following last week's decline. Looking under the
hood at the drawdown data for individual large cap stocks, 37% are back to being down over 30% and
61% are down over 20%. Selling was brutal for many stocks earlier in the year and while many
recovered, we aren't far from the peaks in drawdown stats (74% for down 20% and 44% for down
30%). These trends in drawdown data need to reverse and continue to decline to show a true recovery
in the internals of the U.S. equity market.

Equities - Drawdown
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Expanding our view as we look overseas, international markets continue to look horrible. Emerging
Markets have made a new lower-low. EAFE and ACWI ex-U.S. are sitting at their prior lows. The
strength in the dollar continues to weigh heavy on foreign markets. 

Equities - International
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Sector Performance



Sector - Breadth  200-MA

Back to just having 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

With Friday having been OpEx, individual day flows can be distorted with heavy volume as a result of
rebalancing. Looking at the smoothed 3- and 1-month accumulated flows for the major sectors, we see
continue divestment as 3-month flows near zero.



Commodity - Gold

Gold once again is back to testing the prior lows as the metal continues to struggle to sustain any hint of a
new up trend. Money Managers are back to being short.



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.


