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Brief Summary:
We shift from a big earnings week last week to a big economic week this week. We'll get October jobs
numbers and ISM Manufacturing Index data as well as the FOMC announcement and most importantly (or
at least most likely to be impactful for markets) the Powell press conference following the announcement.
Expectations are for a 75 pt hike this month and a move to 50 pts in December that Powell will need to
handle delicately as he's been vocal on being data dependent, in which we just had a 40-year high in YoY
headline CPI that was MoM more than double expectations. The market has begun to try and front-run a
Powell Pivot, doing an excellent job at not being distracted by the large drops in stocks like Amazon,
Facebook, and Google, traders moved their interest to industrials. 

Breadth data has continued to improve, and we've had a significant number of Breadth Thrusts trigger. We
now must-see price confirmation of the bullish breadth data which would require a break above the 200-
day moving average - a change in market character which would involve prior resistance being taking out
by buyers.  Seasonality is back in favor for stock buyers as we shift into the final two months of the year
and a large chunk of earnings season is also now behind us. This creates the opportunity for performance
chasing to ensue and help fuel a possible rally into year-end - at least in certain corners of the market.

Sector Sentiment for Industrials has breached .80, which has caused a major headwind for the sector each
time this has happened since 2006. While it's been a strong performer recently, this overheating of
sentiment suggests a pause or retreat in relative performance may be in the cards for the Industrial sector.
Fund Flows have been strong for both equities and a few bond funds, note those charts towards the end of
the letter along with the long-term sentiment chart for XLI.

Market Dashboard
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VRT remains at 24 with Spot VIX finishing the week under 26.

Volatility: VRT 
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Volatility: Top & Environment
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The Aggressive Peak Vol Signal remains the top in the current up cycle in volatility.  VIX has remained in
a Low Volatility Environment condition. 



Interesting activity in vol last week with 9-day vol moving above 1- and 3-month. This is likely due to
a premium being placed on volatility for this week as we get big economic releases like jobs, ISM,
and the FOMC announcement.

Volatility - Curve
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Maestro Model 
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Please be sure to check out the Maestro Model Summary PDF in the Archive on the website. 

The Maestro Model moved higher last week to -14. All four categories still remain negative.



Maestro Model - Categories
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Trend improved to -5 but breadth finished the week still at -2.



Sentiment Score 
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Industrials had a really strong week in performance and sentiment. In fact, the sector now has the highest
sentiment score at 0.81. However, readings over .80 can be a bearish for a sector, which I'll discuss in
more detail later in the letter. Other notable developments were the 7 breadth thrusts registered for health
care, financials, and industrial sectors.



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 36th percentile.



Risk Appetite Ratio
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Risk Appetite advanced higher last week to the 36th percentile but didn't show the same level of
strength as the index, largely due to the big moves in mega caps like Amazon which was a headwind
for sectors like Consumer Disc. Notable strength has been shown in Broker Dealer vs. SPX (88th)
equal vs cap weight (91st) and Home Construction (88th). 



Equities continued to rally last week, closing on Friday back above the 50-day moving average. The
fact that equities were able to shrug off the big drops in META, GOOGL, and AMZN was impressive.
The next level of interest is the 50% retracement level from the current swing high to the October low,
which sits at 3940. From there the 200-day moving average comes into focus and will be a critical test
for equity bulls. 

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.

Friday's equity rally brought with it more Breadth Thrusts, sending our tally to +6 and also moving the
Primary Thrusts to +3. 

Equities - Breadth Thrusts
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One of the Breadth Thrusts tracked in our Composite is the daily Advancing to Declining stock list for
the S&P 1500. This was developed by NDR and looks for two 10:1 days of Advancing without a 10:1
day favoring Declining. We haven't seen this signal since the latest low but we've gotten very close
with several 9:1 Advancing days over the last two weeks, including on Friday. The recent strength in
small caps should help push this indicator higher, we'll see if we get a strong enough day to give us
another 10:1 day soon.

Equity - Advance - Decline
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The percent of Nasdaq 100 stocks making new 52-week highs hit 7.7% on Friday, which is near the
prior counter-trend highs we've seen this year. From here I'm watching if we expansion in the new 52-
week high list, suggesting individual stock support of a possible trend change higher for U.S. equities.

Equities - Nasdaq New Highs
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A lot of attention in the news and social media has been given to the lower number of 52-week lows
in the S&P 500 on the latest October low in this Index. I agree that this is a bullish development, but
we can't forget that price confirmation is extremely important. Using 2008 as an example, we saw a
significant drop in 52-week lows that summer after failing to breach the 200-day MA, just like we've
seen play out in our market today. The Index rallied and regained the prior low; however, it was
unable to clear the 50% retracement level and didn't get a chance to test the 200-day MA again before
resuming the down trend. This isn't today that's what will happen today, but I use it as an example of
why we need price confirmation, ideally a break above a prior resistance level like the 200-day
moving average to solidify the idea that bulls have regained control. Breadth improvement is step one,
trend confirmation is step two and a critical step at that!

Equities - Breadth Divergence
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A lot of the strength in stocks recently has been in defensive sectors like health care along with energy
and industrials. One area that hasn't seen much love are IPO stocks. They had initially put in a bullish
divergence of a higher-low but recently has seen their relative performance sink lower. Buyers don't
seem interested in taking on beta risk of high-flier IPOs, preferring "real economy" names that haven't
had the same margin compression risks.

Equities - IPO Stocks
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The Dow Jones Industrial Average has been on a strong move higher lately, and its momentum is
hitting levels we don't see very often. Below is a 2-day chart of the Dow back to the late 1990s along
with the Composite Index. I've plotted blue dots when the momentum indicator has breached 116 (like
it did on Friday) and what stands out is this doesn't typically happen in down trends or before a period
of bearish mean-reversion. Instead, we see this strong level of momentum when the Dow is coming
out of a down trend, which is a great sign for today's market!

Equities - Dow Momentum
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Below is a table looking at some of the fund flow data for the sectors and several bond ETFs. What
stands out immediately is the massive 1-month flow % of AUM for LQD and TLH, over 16% of both
funds were traded as inflows this month as investors chase after these bond funds. I also think it's
interesting that XLC saw 6% of its AUM in 1-month inflows, despite the poor performance of the
sector. Meanwhile, SPY took in 15.8 billion over the last month, a massive 4.38% of the AUM, the
chase is on!

Fund Flow
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Last week I noted the 3-month net fund flow chart for SPY, citing a watch for expansion in inflows
above the prior 2022 highs. We did in fact see more money flow into SPY, sending the 3-month total
to $17.76 billion, the highest level since January. This suggests investors in fact chasing after equity
exposure rather than just pulling down shorts. 

Equities - SPY Fund Flows
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While XLI has seen strong recent performance, its fund flows still aren't showing much interest by
investors. The 3-month net flow has improved but remains negative and until Thursday, the 1-month
flow was also negative. If we are to continue to see strength in industrial stocks, we'll likely see
interest show up in the flows data for XLI very soon, but it's not there yet.

Equities - XLI Fund Flows

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Sector Performance



Sector - Breadth  200-MA

XLI joins XLE with more than 50% of stocks above the 200-day MA and XLP is close behind at 48%.



Sector - XLI 

I mentioned in the sector sentiment section of the letter than XLI has moved to the highest score but also
that it had moved above .80. Below is a longer-term look at the sentiment chart for the Industrial sector and
I've drawn red vertical lines when its Sector Sentiment has breached .8 in the past. This hasn't been bullish
for the sector, each time seeing fairly significant trend changes in its relative performance vs. the market.
While the sample size is small - since 2006, XLI has been able to "push past" this elevated sentiment and
continue showing strong relative performance. There's been a chase to get equity exposure via value and
'real economy' corners of the market, which has benefited many industrial names, but this likely will cause
a 'sentiment peak' for the sector and negative impact its relative performance going forward.



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.


