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MARKET DASHBOARD

Index & Sector

Sector Rotation: Septe

Daily Sentiment Index

5-day MA
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Energy XLE
Utilities XLU X S&P 500 13% 17%
Health Care XLV QQQ X Nasdag 100 17% 21%

XLF X Nikkei 32% 39%

XLY X VIX 6% | 34%
Emerging Market Debt | PCY b X 10vr Treasury 26% 31%
Convertible Bond CWB X Syr Treasury 37% 38%
CRB Index 35% 39%

Maestro Model Crude Oil 49% 56%a

Trend / Momentum Gold
Sentiment / VIX “ US. Dollar
Breadth Bitcoin
Economic *Green=25% Red=80%
Total — 1t souree: trade-futtres com

(Breadth is weighted doubls in modsal)

Brief Summary:

Large caps gave up another 3.3% last week with small caps down a little over 5%. After losing key levels
in the prior week, sellers remained in control as SPX broke back below the 50-day moving average. 8% of
large cap stocks have hit a new 3-month low and if we see the index get under 3900 then it's a strong
likelihood we see a test of its own prior 3-month low from June. While equities are weak, there are some
signs that could send them higher in the short-term - including the 10-day average of adv-dec volume and
the development of the 10-day average of 20-day new lows moving to over 30%.

Energy markets remain a heavy focus of mine and I think will be big factor into year-end. Crack Spread
continues to rise, as do energy stocks, while the price of crude drops. OPEN meetings on Monday and the
Saudi Energy Minister recently cited the disconnect between paper and physical oil markets, suggesting

the need to do a forced cut to production to bring them back "into line." Meanwhile, Europe is discussing
energy rations and already passed an "inflation relief" package that will likely do more harm than good as
it will drive up demand for energy with fresh euros while doing nothing to fix the underlying problem.
European energy ministers will meet on Friday to discuss their plan of action. On Thursday, Powell be
give a speech at the CATO Institute monetary conference and we'll get an ECB rates decision and ISM
Services data this week as well.

A lot of attention has been given to September being the worst performing month for U.S. equities. While
true, I'd also point out that the seasonal weakness often occurs at the end of the month, for those that put a
great deal of weight on seasonal trends.
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https://www.bloomberg.com/news/articles/2022-08-22/saudi-prince-says-oil-futures-disconnect-may-force-opec-action?sref=HXlwwHuW

VOLATILITY. VRT

VRT has fallen back to zero following the recent rise from under 20 to near 30.
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VOLATILITY. TOP & ENVIRONMENT TX

The VIX shifted back to a Low Volatility Environment on Friday with a move under 26.
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VOLATILITY - CURVE

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

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 -14 on Friday.
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https://mcusercontent.com/1506e4e1f043d843d4d1829d4/files/af3dd92e-1095-c828-dee3-fa36dd972945/Maestro_Model_Summary.pdf

MAESTRO MODEL - CATEGORIES T

Trend / Momentum continued to decline; Breadth also weakened, going native; and Sentiment/Volatility
move up to neutral.
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SENTIMENT SCORE

No Major changes in the sentiment charts. The average sentiment score for energy stocks (.44) is slightly
elevated but the score for the sector as a whole is still well under 0.8.

Sentiment Score~ | Change in Score | 1M Perf | 3M Perf

SPDR Utilities Select Sector Fund ETF XLU 0.555
SPDR Industrial Select Sector Fund ETF XLI 0.531
SPDR Consumer Discretionary Select Sector Fund XLY 0.432
SPDR Energy Select Sector Fund ETF XLE 0.424
SPDR Consumer Staples Select Sector Fund ETF  XLP 0.378
SPDR Health Care Select Sector Fund ETF XLV 0.358
SPDR Financial Select Sector Fund ETF XLF 0.343
SPDR Communication Services Select Sector ETF  XLC 0.288
SPDR Materials Select Sector Fund ETF XLB 0.252
SPDR Technology Select Sector Fund ETF XLK 0.245
SPDR Real Estate Select Sector Fund ETF XLRE 0.228
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SENTIMENT SCORE: XLI & XLB
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SENTIMENT SCORE: XLP
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SENTIMENT SCORE: XLE
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RISK APPETITE RATIO

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.

The average Risk Appetite Ratio percentile is at the 31st percentile.
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RISK APPETITE RATIO

The average Risk Appetite Ratio percentile move lower last week and continues to suggest a
weakening investor risk appetite.
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EQUITIES - S&P 500 DAILY

Stocks continued to head lower last, failing at two key price levels. First we saw the market drop back
below the 50-day MA and then the rally attempt on Thursday and intra-day on Friday tried to get us
back above the 50-MA and the June low VWAP (shown below) and failed. The failure here gives
another sign that sellers are controlling this tape. In a media interview last week I was asked if we
were going right back the June lows. I said it was very possible after we failed to break above the 200-
day moving average but first we had to contend with 3900 and I still think that's true as we go into a
new week. We saw some buyers step in at this level to defend, but not enough to get us above the June
VWAP. The more time we spend under the June VWAP and 50-MA, the bigger the risk we break
3900 and work our way back to test the June low.
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No new thrusts to add to the cumulative count.
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EQUITIES - 3-MONTH HIGHS/LOWS

On Friday we saw a higher-high in stocks making new 3-month lows, hitting 8.35%. The S&P 500 is
6.5% away from its own 3-month low, but as more stocks reach this short-term benchmark it will put
an anchor around the neck of the index.
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EQUITIES - NEW 20-DAY LOWS

We've now had multiple days of over half of large caps stocks hitting a 20-day low. This has sent the
ten day average of 20-day lows to over 30%. The three prior instances of this since the start of the
year were followed by brief bounces in equities, most recently the June low. This suggests stocks
could see a short-term bounce soon, but the broad market still remains weak.
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EQUITIES - SHORT-TERM INTERNALS TX

I last shared this chart in June, when we had saw the 10-day average of advance-declining volume fall
below -700. I wrote that when this figure curls back up, that we could see a bounce - similar to what
we saw earlier in the year when it occurred. We did get a bounce but now we're seeing weakness in
equities once again and the 10-day average again has moved below -700 (bottom panel). This first
happened on Weds. and Thursday tried to get a bounce going but failed and then we dropped back
under -700 again on Friday. This could set up for a bounce if we see some equity strength in the short-
term.
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EQUITIES - MOMENTUM

I shared this chart a few weeks ago as equities were peaking during the current counter-trend rally.
The chart showed the net percentage of 'overbought' stocks had moved above 25, which could cause a
momentum 'reset'’. That's exactly what we got as stocks failed to hold key levels and we've now
moved back to having more stocks 'oversold' than 'overbought'. Momentum has now moved back to

being a headwind.
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EQUITIES - KEY PRICE LEVELS 1

With stocks moving lower in recent weeks, we need to circle back to the key price levels in the sector
and small cap charts. Most are still holding above but two have already broken lower (next page).
From here, we want to see the levels continue to hold as they did in June. A move under would
suggest a test of the June low in the major indices is unlikely to hold.
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EQUITIES - KEY PRICE LEVELS 2

Here's the second set of charts. As you can see, real estate and communications have both broke under
the 2020 high.
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SECTOR PERFORMANCE
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SECTOR - BREADTH 200-MA

Energy and utilities are now the only sectors with with more than 50% of stocks above the 200-MA.
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SECTOR - BREADTH 20-MA

Below is a look at each sector and the % of stocks that are above the 20-day moving average. With a much
shorter lookback period, we can see that nearly all sectors have seen a strong drop in short-term up trends.
Besides energy, consumer disc. and utilities, all other sectors have less than 10% of their stocks above the
20-MA and the broad market finished Friday with just 6% of large cap stocks above the short-term MA.
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CoOMMODITY-CRUDE OIL 1

Last week I looked at how momentum had hit upside resistance in oil with price being 'stuck' between two
moving averages. Price moved lower during the week but I keep focusing on the Crack Spread, which
hasn't matched the weakness in price. Instead, the Crack Spread has bee moving higher and is close to its
prior 2022 high. From an usage perspective, the price of oil appears under-valued compared to the price of
oil refined products.
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CoMMODITY - CRUDE OIL 2

Here's another look at the same chart of the Crack Spread and crude oil, but this time we're looking at a
historical study of when the Crack Spread has been in top 80th percentile and price has been in the bottom
40th percentile, marked with green lines on the oil price bottom panel. When a divergence like this has
historically developed, we've often seen a bullish response in oil prices, moving higher to match the
strength in the Crack Spread. I think we see the same thing play out again in the coming weeks as well.
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COMMODITY-CRUDE OIL 3

We see a similar story in the divergence between the price of crude oil and energy stocks. While oil moves
lower, the energy sector has continued to trend higher.
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COMMODITY - GASOLINE

Stick with our focus on energy commodities, below is a daily chart of Gasoline futures along with the DSI
% bullish for gasoline in the bottom panel. Sentiment has fallen back to the prior 2021 low of 40% bullish
while price moves just above a key price level based on the volume profile. The histogram on the far right
shows the amount of volume traded at each price level since November of last year, notice the large
amount of volume that's transacted around the $2.30-2.20 area, this suggests potential support at that level.
This is another potential bullish setup for the energy market.
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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:
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