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I have the great honor to be one of two speakers at the upcoming CFA Society of Indianapolis
Forecast Symposium later this month. The event will be taking place at the Gainbridge Fieldhouse
in downtown Indianapolis, the home of the Indianapolis Pacers.

Ciff Asness of AQR will be the keynote speaker and I can't wait to hear what he has to say as we
move into the new year! I'll be discussing my paper that won the Charles Dow Award, Forecasting
a Volatility Tsunami as well as how I use technical analysis as a Portfolio Manager.

CFA Society Forecast Symposium
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https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2949847


Brief Summary:
Another slow week with markets seeing a marginal drop lower to finish off one of the worst years of
performance. Volatility dispersion has continued to narrow and we're nearing levels that could raise the
risk of a volatility spike.

While we didn't see major changes in price action, I do think there's an interesting development in one of
the most hated corners of the equity market as we shift into a new year. Mega Cap growth stocks are
seeing a test of the November low with a bullish divergence in both sentiment and momentum. There's
also a bullish divergence in the drawdown data for the Nasdaq 100 as well as the DSI data for the Nasdaq
while the index tests its prior lows. These stocks have been unloved nearly the entire year, so if they were
to start to recover, we could see a notable chase after most investors shed their exposure throughout 2022. 

This week we'll get a look at December jobs data as well as the latest ISM Manufacturing report and the
release of the December FOMC meeting minutes. There's no FOMC meeting this month, so the markets
will try and see if there's a read-through into what the Fed is planning for the February meeting.

Market Dashboard
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VRT fell to 24 at the end of last week with some of the indicators coming off their signal levels. 

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



The VIX futures curve remains in contango with the backend of the curve still below the 20th
percentile. 

Volatility - Curve
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Last week I discussed the narrowing in dispersion for the composite of VIX for some of the major
equity indices. This week, I want to focus more on just the VIX Index (S&P 500 Volatility). Standard
deviation for spot VIX has continued to decline with VIX having gone basically nowhere for the last
month. At the start of January, the 20-day lookback period will 'drop off' the lowest close in the last
several months (dotted blue box at the start of December), which will cause a material drop further in
standard deviation. This lends itself to a heightened risk of volatility spike if the narrowing of
dispersion continues. I will continue to monitor this closely and send out any mid-week updates if I
deem it warranted. 

Volatility - Dispersion
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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 -7, hitting -8 earlier in the week. The S&P 500 is now less than 5% from
its June low as buyers were unable to maintain control into year-end. 



Maestro Model - Categories
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Trend/Momentum and Sentiment/Volatility both moved lower by Friday of last week. 



Sentiment Score 
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Energy saw an uptick in breadth thrusts last week, now at 3. The average stock sentiment in the Utility
sector is elevated, at 0.466. 



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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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 42nd percentile.



Risk Appetite Ratio
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Risk Appetite didn't move much last week, finishing the week at the 42nd percentile.



Another slow week as markets finished up trading in 2022. The SPX finished just under 3840 and
under the 50-day moving average. Santa has either taken the year off or is extremely late this year, but
stocks finished 2022 with one of their worst performances. Buyers have defended 3800, we'll see if
that continues into January.

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 +1.

Equities - Breadth Thrusts
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Below is a table showing the changes in breadth data over the last 35 days. This provides insight into
whether bullish or bearish data is improving or declining. 

Equities - Breadth
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Below is a chart that shows the percent of S&P 500 stocks that are above their respective June 16th
level or August 16th level. These two dates were they key bottom in the summer and the latest swing
high in August. While the S&P 500 is less than 5% above the June 16th level, nearly 70% of stocks
are still holding above their own. This is a good sign that we aren't seeing a major breakdown of
stocks making lower lows under that summer level. We'll see if that continues to hold should the
index continue to decline but as of right now, stocks appear to be holding up okay. 

Equities -Above Key Levels
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The Nasdaq 100 has fallen back to its prior low, but the drawdown data has greatly improved.  The
last time the Nasdaq was at this price level the average stock was down over -38%. As of Friday, the
average drawdown was "just" -29.5%. This is still a big number but at least it's not as bad as -38%.
This suggests that stocks are holding up better than the index is suggesting. 

Equities - Nasdaq Drawdown
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With interest rates rising again at the end of the year, growth stocks have taken another punch and the
ratio of Growth to Value has fallen just under its prior low. This is taking place after the latest strength
in the ratio failed to break above the May low. Turning the focus to momentum, the Volatility
Adjusted Momentum indicator is at -38 after being near -70 in November. This potential bullish
momentum divergence may signal a failed break down in the ratio, which would favor a possible
bounce in growth stocks. 

Equity - Growth vs. Value
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Sticking with our focus on growth stocks. What's been one of the most hated corners of the equity
market this year? Mega cap stocks and specifically mega cap growth stocks. This makes the chart
below that much more interesting. sentiment towards mega cap growth has been awful and
understandably so, as the stocks have gotten slaughtered with some still down -50% or more.
However, the MGK ETF, similar to the Growth vs. Value ratio referenced on the prior page, has fallen
to its November low and has a bullish momentum divergence. But we also have a divergence in the
sentiment data. Shown on the middle panel is the Factor Sentiment Score for MGK, this compares the
Factor ETF against a large group of other equity factors to produce a sentiment score similar to the
sentiment scores for sectors shared in each week's letter. Here we can see once again that sentiment
for mega cap growth stocks is extremely low, having dropped under 0.1 but it is still making a higher-
low relative to the level breached in November. 

If equities were to stage a January rally, mega cap growth could see at least a bounce from here. But if
it starts breaking back below that November level, then sellers may not be finished with these stocks
and more bled gets shed from the growth factor to start 2023. 

Equities - Mega Cap Growth

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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 47
outpaces Offense sector sentiment of 34.6. 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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Here's a look at the worst and best performing large cap industries for 2022. The top of each column is
not likely a big surprise with energy and oil/gas stocks leading the group and cars and internet retailers
at the bottom.

Equities - Industry Performance

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Sector Performance



Sector - Breadth 200-MA

Energy remains the strongest sector based on % of stocks above the 200-day MA.



Fund Flows

Not many would have guessed that Health Care would have seen the biggest inflow in 2022 while energy
finished the year with a net YTD outflow.



Commodity - Gold

I've been discussing the setup in gold COT data for what feels like months now. I had been focusing on the
net-short in Money Managers that has historically led to strong price action in gold prices when that short
comes off. The trader group has been working off that net-short and moving further net-long in recent
weeks. Gold prices have risen steadily off prior support following a failed break under $1700. 



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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



wwww.ThrasherAnalytics.com                   - Not For Redistribution-

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.


