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Brief Summary:
Moving into November we had a big week last week as the market digested the latest report from the
FOMC and the perceived less-dovish-than-hopped Powell press conference. Mega cap stocks remain
under pressure and are causing a down force on the indices which is causing small- and mid-caps to enjoy
a period of relative strength. This week will be a little lighter on economic releases with focus being on the
CPI report. Consensus is for a repeat of October, 6.5% year-over-year rise in Core CPI. 

Energy continues to be the dominate sector. Commodity futures have started rising again, with 63% back
above the 50-day moving average.  Large Speculators have shown a big increase in their net position in
the Euro, betting on a trend reversal in the beaten-up currency. Growth stocks are another area that have
been hit hard this year and moved sentiment to an extreme level. Past occurrences have seen a bounce in
growth stocks when they've been this unloved in the past. Broad market sentiment remains bearish and
needs to improve for bulls to regain control. 

Risk Appetite has continued to improve but remains in the lower 50th percentile. What's also risen is the
correlation between the VIX and S&P 500, moving positive for the first time this year. Prior instances
have been followed by moves higher in spot VIX. 

Market Dashboard
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VRT remains at 24 with Spot VIX finishing the week under 25.

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 moved back
into a High Volatility Environment category. 



9-day volatility remains above 1-month and 3-month vol. This is likely due to the U.S. mid-term
elections this week and short-term volatility trading at a premium after trading at a premium going
into FOMC last week. 

Volatility - Curve
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The correlation between VIX and the S&P 500 for the last two weeks has gone positive. This is the first
time this year the 10-day correlation is no longer negative between volatility and equities. The
implications historically have been more for vol than for equites, note that while equities don't always see
a major 'response' to the break in negative correlation, we have seen quite a few material advances in
volatility following prior instances. Since 2015 there's been a number of major moves higher in spot VIX
when correlation breaks, we'll see if another similar response occurs this go around. 

Volatility: Correlation
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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 remains at -14. All four categories are still negative.



Maestro Model - Categories
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No change to the category by Friday's close. 



Sentiment Score 
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XLF continues to show strength since sentiment buy signal. Consumer Disc. Sentiment for the sector is
down to 0.1 while the avg stock sentiment is at 0.5. this shows the negative impact stocks like Amazon
have had on the sector while other sectoring components have seen bullish advances in sentiment.
Industrials continue to see sector sentiment rise above 0.8.



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 43rd percentile.



Risk Appetite Ratio
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Big improvement last week in Risk Appetite, largely attributable to the relative performance of
copper vs. gold, broker-dealer vs. SPX, High Yield vs. Treasury, and small vs. large cap. 



No major changes on the S&P 500 daily chart after last week's commentary. The S&P 500 failed to
hold above the 50-day moving average and also failed to reach the 50% retracement level of 3940.
Equities attempted to bounce on Friday, and we'll see if they get any continuation of that this week.
Resistance levels still are what the market is respecting more than support and the price action has
been choppy - not unusual for down trends and price action below the 200-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.

Stocks pulled back last week after the strong breadth thrusts shown in the week prior. The market is
still attempting to recover from the most recent low and soak up the supply coming into the tape from
the mega caps that continue to bleed lower. 

Equities - Breadth Thrusts
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Small caps have been showing bullish relative performance recently and are now sitting just under
their 200-day moving average. Both the S&P 600 and Russell 2000 are under this key long-term
moving average. A theme I've been discussing for several weeks is the need for bulls to show signs f a
change in market character. Resistance levels need to be cleared and support respect. One step
towards that could be shown soon in small caps, with a break and hold above the 200-day MA. You
can see on the chart below that the 200-MA had been support and then became resistance this year.
That displayed the bearish change in market character. Now we need to see that reverse to get
confidence that bulls have regained control, until then, the bias is towards the bears.

Equity - Small Caps
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One of the components of the Sentiment/Volatility category in the Maestro Model is the chart below,
which shows the smoothed average of the Daily Sentiment Index for the Nasdaq 100 and S&P 500.
When the average is under 50%, equities have been weak. It's when we see north of 50% bullish
sentiment that we see the stronger up swings in price. This entire year has been below 50% bullish,
and with it - choppy down trending prices. Currently the 10-day average is at 21%, far from that 50%
threshold. We need to see more bulls come into this market if there's to be enough buying pressure put
on the market to get prices higher. So far, we just aren't there yet.

Equities - Sentiment
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One positive development recently has been the decline in the average drawdown for the Nasdaq 100.
The mega cap stocks and tech sector has put a lot of downside pressure on the Nasdaq 100, but below
the surface the individual stocks that make up the index appear to be slowly recovering. The average
drawdown has gone from -37.7% in June to a new low (chart is inversed below) of -38.3% but with
the index roughly back at that same price level the average has fallen to -35%. This tells us that while
the Index is weak, the stocks inside it have begun to show some possible signs of strength. 

Equities - Drawdown
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Growth stocks have taken a hard beating this year as the rotation from growth to value continues to
play out. While I still think that theme could continue, the sentiment towards growth stocks is near
rock bottom levels. Below is a sentiment chart similar to the ones I show for the sectors. The two
indicators shown apply the Sector Sentiment model to the S&P 500 growth factor as well as a model
that compares factors against one another as one of the sentiment components. Right now, both are
extremely low for Growth. This means Growth is the most hated (in a sense) when compared against
the broad market and when compared against the major equity factors. When that's been the case in
the past, when Factor Sentiment has gone below 0.10, we've seen a bounce in SPYG as shown below
with green arrows. This doesn't necessary mean we see a major bottom in growth but when paired
with the prior chart of Nasdaq 100 average drawdown improving as well as the low levels of
bullishness for the tech and consumer disc. sectors, which have similar holdings to SPYG, I think the
growth factor could see some mean-reversion if the broad market begins to show some strength once
again. Something to keep an eye on.

Equities - Growth Stocks
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As of Friday, 64% of the S&P 500 was still trading above their June 16th level. When the Index was
breaking below its own June low, only about 60% of the market was doing the same, suggesting the
weakness was pushing all stocks to a new lower-low. This is a data set we'll want to watch if we do
see further weakness in the index and retests 3700 or 3600 in the coming weeks - just how many of
the stocks within the index break below their own prior lows as well. If we don't see widespread
lower-lows, that would be a good sign for market breadth. 

Equities - June Low
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XLC continues to see heavy inflows as a percent of AUM despite the ETFs poor performance. The
Communications Sector how now seen $785M in net inflows but is still down over $800 million
YTD. Utilities have now had over $1 billion in net outflows for the month as traders have sold into the
recent relative strength by the sector. 

Fund Flow
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Sector Performance



Sector - Breadth  200-MA

XLI edged back under 50% last week, leaving just XLE as the only sector with more than half of its stocks
above the 200-day MA. Interesting spread in the defensive group with XLP and XLF both at 42% while
utilities and real estate sit under 15%.



Commodity - Breadth

Commodity breadth has improved with 63% of commodity futures now above the 50-day moving average
and the CRB Index rising above its own 50-day MA which had been resistance on its last test. The CRB
has consolidated over recent months, if we see a continue breakout in the indiv. futures, then the index
should likely follow. 



Forex - Euro

The euro has seen a large increase in the net position of Large Speculators, which now sits at a multi-week
high. It appears this trader group (hedge funds and institutions) have begun betting on a reversal higher in
the euro. I'm watching if we see a break above the 20-week moving average, which has helped define the
down trend in the euro for the last twelve+ months. Prior instances of Large Speculators going from net-
short to net-long have been bullish for the euro. 



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.


