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Brief Summary:
Coming out of another holiday-shortened week the S&P 500 finished lower -0.66% but small caps saw a
larger decline, -1.25% as did the Dow, -2.8%. I wrote last week that the momentum of breadth between
small and large caps has become extended, so the weakness in small caps wasn't a huge surprise. The VIX
moved higher but then pulled back on Friday with equity OpEx. The S&P 500 finished just a few points
back above the 200-day moving average but still sits well below key price levels that bulls need to contend
with. Sector sentiment data and breadth data has continued to improve. However, VIX still is ripe for a
move higher. Last week I shared the 10-day correlation between VIX and VVIX and now we have the 21-
day correlation turn negative as well. One seasonal study with a (unfortunately) strong track recorded
closed negative for the S&P 500 last week, forecasting a down move for stocks over the next 12 months.

This week we'll get a look at Q4 GDP with consensus looking for 2.7% of growth. The Fed has entered its
'quiet period' ahead of the Feb. FOMC meeting, so there won't been any fed speeches for the market to try
and pick apart. Retail sales data disappointed last week, so there'll be focus this week on PCE and
income/spending data within the GDP report. 

Market Dashboard
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Currently, the VRT signal has marked the low, with the spot VIX seeing a bounce last week that then
pulled back on Friday as equities rallied on Option Expiration Day. VIX finished the week just under 20
but the data is still pilling up that suggests vol is likely to move higher. 

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 upward sloping with nearly 10-point difference in 9-day and 1yr
contracts. 9-day vol didn't see the same pull back as the rest of the curve on Friday, going from under
16 to over 18 by Friday.

Volatility - Curve
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Last week I wrote about the 10-day correlation between VIX and VVIX going negative, now we have
a full month of correlation that's turned negative between these two. The chart below shows prior
occurrences. Since 2013, only once did we see the VIX continue lower (2014) and once it stayed flat
for several weeks (2016 before going negative again ahead of a move higher). The rest of the
instances did see vol respond to the break in correlation by moving higher.

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. 

Small pullback in Maestro Model to +7.



Maestro Model - Categories
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Breadth pulled back 1 point and Economic rose 1 point. Sentiment and Trend remained the same from last
week.



Sentiment Score 
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XLK and XLY saw the largest increases in sentiment scores with XLI and XLU seeing the largest
decrease. 



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 59th percentile.



Risk Appetite Ratio
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Continued to see good improvement in many of the risk ratios with the average now ticking up to the
59th percentile. 



The S&P 500 pulled back last week but recovered a chunk of what was lost on Friday as the S&P 500
closed a few points above the 200-day Moving Average. The short-term dip saw the index come test
the high-end of the range from late-December/early January at 3900 which held as support. As I wrote
last week, 4100 is a key level bulls need to recover and as I'll show later in the letter, we have well
defined support and resistance levels on both the daily and weekly timeframes for the large cap index.

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 +2.

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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Taking a step back and looking at simple charts of the daily and weekly timeframes for the S&P 500,
we can clearly see some of the major resistance and support levels based on the heavily watched 200-
period and 50-period moving averages. Everyone is keeping an close eye on the 200-day moving
average (left chart) but the 50-week moving average has also been importance since the market turned
lower last year, acting as resistance three times in the last twelve months. It currently resides just
above 4,000 and the 200-week MA was excellent support in 2018 and again last year. These are levels
we want to continue to monitor. 4100 has been an area I've discussed several times and if we breach
that, it would likely also mean we're above the 50-week MA as well, which would be bullish and a
change in character for the market. 

Equities - Support/Resistance
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The January trifecta that's highlighted in the Stock Traders Alemannic, which looks at the Santa Claus
Rally, the first 5-days of January and the full month of January as a barometer for how the market will
perform is tracked by many on Wall Street and so far, 2 of the 3 are positive (bullish). One less
followed but I'd argue just as important (based on its track record) is the Whaley Turn of Year (ToY)
seasonal study. This was developed by fellow Dow Award winner, Wayne Whaley (the same Whaley
behind the popular Whaley Breadth Thrust). Wayne wrote that how the market performed from Nov.
19th through January 19th had a excellent track record for predicting if the next twelve months would
be positive or negative. Steve Deppe, CMT has done a great job discussing this each year and this
current go around wasn't positive. The market closed lower -1.68%. When negative, the market has
been positive just 35.3% of the time with an average return of -4.22% over the following year. You
can see prior instances on the table below (sourced from Steve). 

Equities - Bearish Seasonality
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Offense sector sentiment continues to have a widening spread vs. defensive sentiment, which has been
a result more of the drop in sentiment for defensive sectors than an absolute rise in offense sector
sentiment. Both categories are still sub-50 but this is the highest the spread has been since 2021.

Equities - Sector Sentiment
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XLB, XLI, and XLRE have seen the largest increase in net flow as a percent of AUM over the last
month with XLK and XLU seeing the largest outflows as a percent of AUM.

 ETF Fund Flow
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One sector's fund flow that stood out this week was XLK, which saw a good bounce over the last
couple of weeks and is sitting (again) just under its 200-day moving average. While the sector has
shown both relative and absolute strength, the ETF has seen fund flow head for the exits. Note the
bottom panel which shows net flow as a % of AUM which finished Thursday (the data has one day
lag) at -2.3%.  The 2nd panel, which shows daily flows, has also been negative almost every day for
the last two weeks. While it's been encouraging seeing the improvement in the tech sector, it doesn't
appear traders/investors are rushing to jump back in to the XLK ETF at this very moment. 

 ETF Fund Flow - XLK
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Sector Performance



Sector - Breadth 200-MA

For the first time in probably a full year, we now have more offense sectors with most of their stocks above
the 200-day moving average than defensive sectors. 



Commodity - Breadth

The chart below shows the percent of commodity futures that are trading above their respective 50-day
moving average. This view commodity breadth has been a great tool in establishing future trends in the
broad Commodity Index. The index has been consolidating for the last several months under the 200-day
moving average but during that time we are seeing an increase in commodities rising above the 50-day
MA. We're now back to 63% which has been where this figure has 'peaked' over the last four months.
When we look at the individual commodities we have some big strength like copper, gold and silver all
seeing strong gains in recent weeks. As China opens up, there could be renewed demand for commodities,
and we may see a ramp up in the broad CRB Index. This would throw a big curveball at the Fed as the
impact on inflation would likely be a tailwind rather than the headwind that's helped push sub-categories of
CPI and PPI lower. Gasoline prices and crude oil have been rising and natural gas is one of the few left that
is in a major loss over the last four months. I'm keeping a close eye on the commodities market. 



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.


