
J A N U A R Y  2 7 ,  2 0 2 3

W E E K L Y  R E S E A R C H  &  A N A L Y S I S

T A B L E  O F
C O N T E N T S

Volatility 

B Y  A N D R E W  T H R A S H E R ,  C M T

Equities

Thrasher Analytics LLC                      - Not For Redistribution -

Trend Models

Bullish Bearish

Maestro Model

Sector Sentiment

Sentiment

Sectors & Commodity

S U M M A R Y  O F  M O D E L S

 



Brief Summary:
This week's letter is being sent early as I'll be out of town all next week, but I didn't want to miss sharing
an update with you. The following week's letter will be on Monday instead of Sunday. 

Big week next week with FOMC, JOLTS, and ISM Manufacturing all getting reported on Weds. ISM is
expected to drop to 48 and the FOMC will be closely watched with how Powell addresses future rate hikes
and the path the Fed plans to take this year. We'll end the week with January's jobs report. 

Markets have been strong to start the year, led by some of the beaten-up stocks of 2022 and a bullish
rotation in sector leadership as Tech and Consumer. Disc. show good improvement. The gains over the
last month have primary come from the mega caps, with Tesla, Apple, Amazon, and Nvidia accounting for
35% of the 6.37% gain in the S&P 500. These four stocks make up 12.6% of the index. 

VIX has continued to move lower after its brief pop, dropping back under 19. The DSI % bullish for the
VIX is now just 9%, extremely low and the first time it's been under 10% since early November 2021.
Meanwhile, VVIX has been moving higher, extending the negative correlation between it and the VIX. 

Market Dashboard
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The VIX saw a minor bounce after the VRT signal but since then has moved back under 19. 

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



There's been some activity in short-term volatility with the 9-day VIX moving above both 1-month
and 3-month earlier this week. With FOMC, NFP, and ISM next week it's to be expected 9-day vol is
holding onto some premium going into the weekend.

Volatility - Curve
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Correlation continues to be negative for VVIX and VIX. We now have a negative correlation going
out to 28 days. VVIX bottomed on January 6th and has been slowly moving higher for most of the
month.

Volatility - Correlation
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One of the topics I discussed at the CFA Society event I spoke at last week in Indianapolis was that
we rarely see spikes in volatility following major new lows. I used 6-month lows as the example, and
I think this fits in the discussion of the VRT and what can 'turn off' a signal. After further study, I've
found that when we do see a 6-month low after a VRT Signal, it's much less likely to be followed by a
volatility spike. The spikes we have seen have all been when a signal was produced and VIX steadily
rose from there.  The chart below shows examples of this with 6-month lows in red dots and VRT
signals in green arrows. The day after the current VRT signal, the VIX did make a 6-month low,
which chips away at the historical strength of the signal. There's plenty this week that could stir up the
vol market, FOMC, ISM, jobs report. 

Volatility - 6-month Low
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Maestro Model 

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

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

 Big improvement in the Maestro Model, increasing to +17 as of Thursday. The data hasn't downloaded by
the time of me writing this on Friday evening, so I'm using Thursday's data within this week's letter. 



Maestro Model - Categories
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Ignore the current readings on the chart below, for instance the drop from 5 to 1 in Breadth. The data isn't
complete for Friday. Overall, the categories are showing good improvement.



Sentiment Score 
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Once again XLY and XLK saw the biggest increases in sentiment scores. XLK has had 7 breadth thrusts,
the most since August and March of last year - both occurrences saw peaks in the sector for what it's
worth. The bulk of the gains in the S&P 500 this month have been in these two sectors, strong bounces in
many names that took big beatings in 2022.



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 63rd 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
63rd percentile. 



Very interesting close to trading today (Friday) with the equity market seeing strength for most of the
day and then a strong pullback into the close. The S&P 500 was able to get very close to testing and
possibly breaching the December high and hitting 4100 before the end-of-day decline. Earlier in the
week we saw SPX pullback to the 200-day moving average and see it hold as support, a bullish
development as what had been resistance was used as new support in the index. 4100 continues to be
the level I'm most interested in and could get tested soon.

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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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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The S&P 500 has risen to a 20-day high. With this achievement, we now want to see an expansion in
new 20-day highs by individual stocks, we aren't seeing that yet as the figure is still below the prior
2023 high near 40%.

Equities - New Highs
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The largest 50 stocks in the S&P 500 were under-performers nearly all of last year as small caps
rallied against the S&P 500 for good chunks of the year. As we kicked off 2023, that has shifted. The
largest 50 are now leaders with small caps lagging the broad index. To that regard, 35% of the gain
the S&P 500 is made up of TSLA, AAPL, AMZN, and NVDA which combined make up 12.6% of
the index. 

Equities - Large vs. Small

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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. 

Equities - Sector Sentiment
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XLB continues to draw in big money, with the 1-month flow % of AUM rising to over 8%. While
tech has been a leading sector in performance, it still is showing outflows.

 ETF Fund Flow
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Sector Performance



Sector - Breadth 200-MA

We now have all offense sectors with more than half of their stocks above the 200-day moving average
while only 1 defense sector has more than 50%, XLV.



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.


