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Brief Summary:
Not much to update on after last week's price action with the majority of stocks trading on below-average
volume going into the holiday weekend and year-end. The S&P 500 remains below the 50-day moving
average and sentiment for equites is still poor. Based on sentiment data for sectors, investors are
continuing to show preference for defensive sectors. Preference is also being expressed for anything but
mega caps with equal-weight S&P 500 hitting a new high relative to the cap-weight while cap-weight
Consumer Disc. makes a low relative to Consumer Staples. IPO stocks also are still trending lower and
making new record lows in both relative and absolute terms. 

Volatility seasonality remains something I'm watching close into year-end. Daily dispersion is narrowing,
and the seasonal year-end pattern may set up for some interesting price action for financial markets in the
new year. 

While volume was low for equities, there was a very interesting shift in the COT data for Mexican Peso
futures as Commercial Traders saw their net position see a big flip from net-short to over 90th percentile
net-long.

Market Dashboard
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VRT remains at 48 with spot VIX holding just under 21.

Volatility: VRT 
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Volatility: Top & Environment
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VIX remains in a Low Volatility Environment.



All points, except for spot (30-day) are now below the 20th percentile and at the 21st percentile, VIX
won't have to move much to drop into the teens as well. 

Volatility - Curve
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While not to a threshold to signal concern, daily dispersion is narrowing for many volatility indices.
Below is a look at the average 20-day standard deviation for the S&P 500, Nasdaq 100, and Dow
Volatility Indices. As of Friday, the average is at its lowest point in a year. Red vertical lines show
when the average breaches 2.5, which it hasn't done since late-'21. A continued contraction in
volatility very well could setup for some volatile periods in the new year - we'll see how things shape
up.

Volatility - Dispersion
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Last week I shared one of my favorite seasonal patterns that gets no attention outside of the Thrasher
Analytics letter. I discussed how when VIX drops into the 20th percentile in the days following
Christmas, it creates a 'cheap' opportunity that has often been following a move higher. These moves
historically aren't necessarily immediate, but we don't see spot VIX move much lower than those post-
holiday lows. As of Friday, VIX was at the 21st percentile. Below is a look at some examples of
previous post-Christmas 'cheap' volatility moving into New Years. As mentioned earlier, the rest of
the VIX Curve is sub-20th %tile, and a move to 20 should get spot VIX there as well. I'll be keeping a
close eye on any weakness in vol this week that setups this VIX seasonal pattern.

Volatility - VIX Christmas
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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 weakened to -5% last week. 3 of the 4 categories saw declines by Friday.



Maestro Model - Categories
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All categories except for Sentiment/Volatility declined last week. Rising corporate bond yields had a
negative impact for the Economic category and domestic and international weakness in the breadth data
negatively impacted the Breadth category.



Sentiment Score 
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Not much change in the sentiment data for the sectors. Energy and Financials saw the largest increases and
they were also the best performing sectors on the week. XLP saw a new high in relative performance, as
did XLI while it declined in absolute terms. 



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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Risk Appetite didn't move much last week, finishing the week at the 43rd percentile.



Being a low volume week head of a holiday, not many changes on the daily S&P 500 chart. the Index
fell 0.2% and remains below the prior (pink) key price level at 3900 and the 50-day moving average.
We may see continued weakness as tax loss harvesting and CTA de-risking continues to be a
headwind for markets into year-end. 

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.

Thrust count sits at +3.

Equities - Breadth Thrusts
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As we dive into the charts from last week, I think it's important to recognize that there was very little
volume last week as most traders took an early vacation ahead of the Christmas holiday and year-end.
Friday had 88.7% of stocks trading on below-average volume and the days before that were north of
30%.

Equities - No Volume
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Recent IPO stocks continue to decline in price. The IPO ETF saw a new all-time low since inception
Friday relative to the S&P 500 and a 2-year low in absolute terms. As a measure of risk appetite, this
is screaming a lack of interest by traders in trying to grab the falling knives that have been these
busted IPO stocks. Bottom hunting worked, to some degree, in the summer when we saw IPOs show
some strength off the summer low in the index, but the opposite has been true since the October low
in SPX. 

Equities - IPO Stocks
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The Consumer Ratio, the relative performance of Consumer Discretionary and Consumer Staple
stocks, made a new low on Friday as Tesla weighs heavily on the cap-weighted version of Consumer
Disc. Meanwhile, we aren't seeing a big different in the equal-weight version which has also been
trending lower. This tells us that while Tesla and Amazon are having an impact due to their large
weight in XLY, the whole sectors is under pressure with a lack of strength in the equal-weight ratio. 

Equity - Consumer Ratio
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Speaking of equal-weight indices, the equal-weight S&P 500 made a new multi-year high relative to
the cap-weight index. It's very unique to see smaller capitalized stocks show such strength when the
broad market is weak like this, but this was common during the post-dot com bubble as well as the
large cap tech stocks got the air sucked out of them and their bloated multiples further to fall then the
smaller cap counterparts. 

Equities - Equal Weight
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Below is a composite of the sector sentiment scores, grouped by Defense or Offense. This shows
which sectors are seeing stronger sentiment. When the spread is below zero, Defensive sectors have a
stronger collective sentiment score and when above zero, Offense sectors have better sentiment.
Currently, the trend has been moving lower as Defensive sectors and their sentiment score of 51
outpaces Offense sector sentiment of 38.9. Divergences can be insightful when they develop, as well
as when the spread is above -1 as the market makes a new 1-month low (shown by the green arrows). 

Equities - Sentiment
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As we move closer to putting a period on the year that was 2022, some traders begin looking for
stocks and industries that have been overly beaten down. Below is a list of the worst performing S&P
500 industries over the last twelve months. Lead by automobile, internet retailers and media stocks,
there's been some major declines that took place this year. This doesn't mean these groups must or will
bounce back, but often we do see some of the most oversold areas of the market become attractive to
value hunters in a new year, so this list may be of value for idea generation once the ball drops and we
kick off 2023. 

Equities - Industry Performance
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Sector Performance



Sector - Breadth 200-MA

Energy remains the strongest sector based on % of stocks above the 200-day MA. No major changes last
week outside of an improvement un XLU. 



Fund Flows

Defensive sectors continued to show the biggest inflows as a percent of AUM, led by XLP and XLV. 
 Impressive to see the 3-month stats vs. YTD for net flows for SPY. In the last 3 months the fund has taken
in $17 billion but in 2022 it's still had $9.3 billion in net outflows.



Currency - Peso

While a low volume week for most financial markets, one notable shift in the data showed in Mexican Peso
futures. Commercial Traders went from being net-short to net-long nearly 50,000 contracts. This takes their
position to the 93rd percentile. Based on U.S ETF performance, Mexico was the 3rd best performer
country (following Turkey and Chile) and the positive correlation to the peso suggests some major
investors are betting on continued strength in Mexican markets. 



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.


