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MARKET DASHBOARD

Index & Sector

Sector Rotation: Oct
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Brief Summary:

Trading begam last with bulls coming out firing, sending the S&P 500 hiring by more than 2.5% two days
in a row. Back-to-back 2.5% advances are rare. The last time we one was in Nov. '08 before the final 20%
drop into the March '09 low; Sept. '08 before a 28% drop over the next three weeks; following the final
low in October '02; after The crash in '87 before the market gave back the gains as it created a double
bottom; following the final lows in '84, '82, '74, and '70; and finally before a 12% drop to the final low in
1962.

This week we begin Q3 earnings season and get another look at the inflation data. This puts the market on
a tight rope walk as it balances a circus act of attempting to deliver strong corporate earnings while
digesting slowing economic growth that causes the Fed to pause. The Cleveland Fed Nowcast is calling
for a 6.45% Core CPI and 8.2% headline reading. Another 8% reading would not be well received by the
market and likely lock in the 75 bps hike at the next FOMC meeting. The bond market will be closed on
Monday in observance of Columbus Day, but the equity market will still be open. FOMC minutes come
out on Weds. and Banks (Citi, Wells Fargo, Morgan Stanley, and PNC) will report on Friday along with
the report on Retail Sales.
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VOLATILITY. VRT

VRT moved back to 0 after the VIX began to rise and finished the week above 30.
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VOLATILITY. TOP & ENVIRONMENT TX

In last week's abbreviated noted I shared the updated VIX Top Signal chart (below) with the Aggressive
Sell Signal that we now can see did mark the high in the VIX. Since then, we've now also had a
Conservative Peak Signal as well.
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VOLATILITY - CURVE

Two weeks ago, we had a kink in the front portion of the curve and now the kink has moved out into
the 6-12m portion of the futures curve with 6-month vol trading at a slight premium to 12-month.
Note that both 6 and 12-month vol are in the top 85th percentiles, continuing to hold firm as volatility
remains elevated throughout this year.
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MAESTRO MODEL

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

We saw a slight bounce in stocks that seemed to get just about all of FinTwit (Finance Twitter) excited
and bulled up. But the exuberance was way too earlier. As I said repeatedly, we weren't even back above
the 20-day moving average! It's like seeing a player of your favorite baseball team hit a home run in the
2nd inning and you begin cheering that your team won. Yes, the hit was great, but the game is far from
being over. Maestro Model remains negative (-17) and while we're seeing improvement in some of the
data, we aren't anywhere close to an area that will give us a Conservative Bullish Signal.
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MAESTRO MODEL - CATEGORIES T

Trend / Momentum moved lower, Sentiment is flat, Breadth is negative and Economic category is

negative.
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SENTIMENT SCORE

Health Care and Energy continue to have the highest sentiment scores with energy (which has been in the
top three of the Sector Rotation model almost every month this year) with the only 1-month and 3-month
positive performance. Bullish signal in XLV with several bullish divergences, 2 bullish divergences in
XLU but no signal, ETF now at low-end of year-long range, 4 momentum divergences in XLP with a
bullish signal, 5 divergences in XLRE with another attempt at a bullish signal.
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Sentiment Scorev | Change in Score‘ ™ Perf‘ 3M Perf |

SPDR Health Care Select Sector Fund ETF XLV 0.625
SPDR Energy Select Sector Fund ETF XLE 0.569
SPDR Industrial Select Sector Fund ETF XLI 0.456
SPDR Financial Select Sector Fund ETF XLF 0.348
SPDR Consumer Staples Select Sector Fund ETF  XLP 0.271
SPDR Communication Services Select Sector ETF XLC 0.249
SPDR Materials Select Sector Fund ETF XLB 0.235
SPDR Consumer Discretionary Select Sector Fund  XLY 0.226
SPDR Utilities Select Sector Fund ETF XLU 0.157
SPDR Real Estate Select Sector Fund ETF XLRE 0.088
SPDR Technology Select Sector Fund ETF XLK 0.034

wwww.ThrasherAnalytics.com - Not For Redistribution-




SENTIMENT SCORE: XLF & XLY X
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SENTIMENT SCORE: XLI & XLLB
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SENTIMENT SCORE: XLRE & XLC
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SENTIMENT SCORE: XLP & XLU
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SENTIMENT SCORE: XLK & XLV X
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SENTIMENT SCORE: XLE X
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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 34th percentile.
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RISK APPETITE RATIO

The average Risk Appetite Ratio percentile has shown more bullishness than price action has,
holding its higher-low relative to SPX and staying above the 30th percentile on the dip in price last
week. Many ratios are in the upper end of their 35-day range like Disc. vs Staples, Small Caps vs.
Utilities, HY Debt vs Treasury, and Offense vs Defense Sectors.
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EQUITIES - S&P 500 DAILY

On the daily chart of the S&P 500 we can see the 20-day MA holding as resistance as I mentioned
earlier. We ran right to it and price was unable to break. Instead, we saw a move at the end of the
week back to the June low. We are still holding above the Sept. 20 high and 200-week moving
average. Those are the key price levels I'm watching should we see SPX break the June low (again).
On the upside, 3900 and the 50% retracement I mentioned last week are the areas of interest for
buyers.
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EQUITIES - BREADTH THRUSTS

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.

With the 5% advance in trading to start last week we did get some Thrust activity but still nowhere
near the number we need to see to get comfortable that buyers are resumed control of the tape like
they did following the June low. Hopefully more Thrusts develop soon, but until they do the bears
remain likely control.
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EQUITIES - 6-MONTH LOWS

Below is a look at the % of large cap stocks making 6-month highs and 6-month lows along with a 15-
day average to smooth out the data. We can see that for all of 2022, there's been a steady decline in
new 6-month highs. As for new lows, we saw bearish breadth expansion into May and then a slight
lower-high in the 15-day average at the June low but more recently the data has begun picking up
again with the 3-week average now at 15.8% which is higher than it was in June. Stocks still appear to
be in distribution mode, and this is a condition that will need to expire for bulls to get comfortable
again.
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EQUITIES - ADVANCE-DECLINE

Below we have the Advance-Decline Lines for the S&P 500, NYSE, and S&P 1500. We aren't seeing
bullish activity here either. All three made a new low along with price. Ideally, bulls want to see some
higher-lows in the A-D Lines, suggesting less stocks are declining than advancing and a durable low
for the market is being established. This isn't a requirement but would go a long way in helping build
bullish price action into year-end price action.
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EQUITIES - DECLINERS

On Friday we saw over 60% of stocks outperform the index as the index fell over 1.5%. This also
happened at the prior low and as the orange arrows on the chart show, we often see some short-term
relief rallies follow. The length of the short-term bounces varies, some last just a day or two and a few
strung together a few weeks of gains. But it does appear more stocks show relative strength on Friday,
suggesting a possible brief bounce is possible.
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EQUITIES - SHORT-TERM INTERNALSTAX

The other chart I'm watching closely for a possible short-term bounce is the 10-day advance-decline
volume line which has done an excellent job (as I've shared in prior letters) at signaling potential
bounces. We don't have the setup complete yet, having not seen the 10-day average fall under -700 but
as some of the strong price action from early last week roll off, if we do see some more down days
then it's very likely we do get to -700. I'll provide an update next week (if not sooner) should this

setup.
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EQUITIES - TIGHT ROPE WALK

We begin earnings season this week as companies begin to report on Q3 on Thursday with several key
banks reporting on Friday. The market now must walk a tight rope, balancing on hopeful strong
earnings reports while also being hopeful of slightly slowing economic data that signals the Fed to
slow their rate hike progress. Is this possible? Honestly, probably not. But that's what the bull case (in
my view) hinges on. To get poor economic data, that's backward looking, that wasn't impactful to the
backward-looking earnings reports is a tough act to pull off and we'll see if Mr. Market can do it as we

progress into October trading.
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SECTOR PERFORMANCE
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SML  5&P SmallCap 600 Index
MID | SEP Midcap 400 Index

ojl Dow Jones Industrial Average
SPX  SEP 500 INDEX

WNOY  NASDAD 100 Index

XLE | SPDR Energy Select Sector Fund ETF

LY  SPDR Health Care Select Sector Fund ETF

XLF  5PDR Financial Select Sector Fund ETF

XLE  SPDR Materials Select Sector Fund ETF

XL SPDR Industrial Select Sector Fund ETF

XLP  SPDR Comsumer Staples Select Sector Fund ETF
YLK  SPDR Technology Select Secter Fund ETF

XLC SPDR Communication Services Select Sector ETF

XLY SPDR Consumer Discretionary Select Sector Fund
XLU  SPDR Utilities Select Sector Fumd ETF

XLRE SPDR Real Estate Select Sector Fund ETF




SECTOR - BREADTH 200-MA

Once again, Energy is the only sector with more than 50% of stocks above the 200-day MA.
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COMMODITY - CRUDE OIL

Two weeks ago I shared this chart of the Crack Spread and Crude Oil, noting the rising Spread which
should be bullish for oil. Crude was trading at $83.50 at the time and now has risen to $92.64 along with
the Crack Spread hitting a new high. The macro catalyst for energy markets continue to (unfortunately)
plague both domestic and international markets. Energy commodities have always been volatile and with
as much headline influence as we have seen this year, it's to be expected that large swings be produced in
2022. OPEC has stepped in with a 2-million-barrel supply cut and the U.S. SPR is at multi-decade lows.
OPEC has control of the price, and the White House is all but without bullets to fire in a last-ditch attempt
to get price lower ahead of midterms.
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CoOMMODITY - NATURAL GAS

Checking in on natural gas, below we have the daily and weekly price charts. The daily shows nat gas
testing the 200-day moving average again, an area of strong support since the end of last week. On the
weekly, we have price testing the key price level of $6.45 and so far, holding above. For momentum, both
daily and weekly are 'oversold' which could draw in buyers and get a bounce in LNG prices.
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TREND MODELS
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TREND MODELS
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