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Brief Summary:
SPX finished lower last week by a little less than half a percent and was unable to hold above the key price
level of 4100. Small and Mid Caps have been holding up better than large caps and international equities
have pulled backed after showing strength to start the year. This week we get Existing Home Sales, on
Tuesday, FOMC minutes on Wednesday, a second estimate for Q4 GDP on Thursday and probably the
most important economic data for the week on Friday with Personal Income/Spending and PCE being
reported. Retail sales and PPI last week caught the market a little off guard, suggesting inflation may not
be plummeting to earth as fast as many had hoped and the Fed Futures market has begun pricing in the
chance of 50 bps hike in March along with Goldman Sachs adding an additional hike to their 2023
forecast. 
February has historically been a tough month for equities and the week after OpEx has not been kind for
the Nasdaq. The VRT remains on a positive signal for a possible spike in volatility and equities are still
struggling with VWAP levels. ETF data shows some big outflows from XLK and SPY, XLK is also
coming off a excessively high sentiment reading. 

 

Market Dashboard
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The VIX has edged higher coming out of OpEX last week and the VRT remains 'on signal'. 

Volatility: VRT 
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Volatility: Top & Environment
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While VIX has moved higher, it remains in a Low Volatility Environment. Should we see a strong move
higher in volatility I'll be watching the peak VIX signals to show when the move has exhausted.



VIX Futures curve moved back into full contango by Friday. 

Volatility - Curve
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A few of you have asked if there was any significance to the duration of how long the VIX standard
deviation stays low. While the length of time its low is not part of the VRT models, I did run the data
to show prior instance. The chart is below, which shows when the 20-day standard deviation has been
under 0.9 for 10 of the last 30 days. 

Volatility - Dispersion Duration 
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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 increased 1 point with breadth increasing by 1 point and trend dropping by 1. Breadth
gets a double weighting in the model, so that's why we saw the full model increase. 



Maestro Model - Categories
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Trend/Momentum declined by 1 point to +3 and Breadth Increased to +5. 



Sentiment Score 
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XLK sentiment has continued to come down after being extended (above 0.8) but remains the highest
scoring sector. XLU has moved higher since it's bullish sentiment signal.



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 65th percentile.



Risk Appetite Ratio
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The average risk appetite ratio moved higher last week with the strength in small caps, finishing at
the 65th percentile. 



4100 continues to be the key level to watch for the S&P 500 as price remains in its gravitational pull.
We finished the week 21 points under the level, which is also close to where the all-time high VWAP
is (more on this topic later in the letter). Momentum has made a short-term lower low during this brief
consolidation around 4100, creating a slight headwind for the bulls. 

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 0.

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 are the S&P 500 and Nasdaq 100 Indices and ETFs along with the VWAP (Volume Weighted
Average Price) for each since their all-time high.  Rallies in the Nasdaq have really struggled at the
VWAP over the last twelve months and the last major rally from the summer '22 in the SPX/SPY was
unable to hold above the VWAP. Looking at the latest price action, once again we finished the week
with price for SPX/SPY finished back below the VWAP and NDY/QQQ unable to break above. If we
get some strength in equities in the next week or two, bulls will need do some work getting back
above this Average.

Equities - VWAPs
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Small and Mid Caps have been holding up better than large caps recently. This can be seen in their
price action but also the breadth data. 35% of small caps made a new 6-month high on Friday vs. just
9% of large caps. 

Equities - Asset Size
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We finished 2022 and started 2023 with international markets showing solid strength and the breadth
data had been confirming the shift in trend. Now there's a bearish divergence starting to form in the %
of countries trading above their respective 50-day moving average. This data went from being over
90% to 62.8%, falling below the brief low set in January. As the U.S. Dollar has rallied, foreign
markets have begun to struggle.

Equities - Global Breadth
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The percentage of banks tightening lending standards has risen for both small and mid/large
companies to over 40%. Excluding March '20, this is the highest these figures have been since the
Great Financial Crisis and Tech Crash. What's interesting, the High Yield Bond Spread is almost half
of what it was at the same time this many banks had tightened standards back in those two instances.
Spreads here making multi-month highs as the fixed income market began pricing in the same concern
banks were showing based on lending standards. This suggests we could be due for spreads to play
'catch up', moving north of 5 and possibly back to 8. 

Fixed Income - Spreads
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The spread in sentiment pulled back as Defensive Sector Sentiment ticked higher last week.

Equities - Sector Sentiment
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$6.1 billion has now flowed out of SPY year-to-date with XLK seeing the 2nd highest amount of
outflow at $1.3 billion. XLI, XLC, XLB, and XLF are the only sectors to see YTD net inflows. 

 ETF Fund Flow
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Sector Performance



Sector - Breadth 200-MA

First time since September that less than half of XLE has been above the 200-day MA. XLF remains the
strongest sector based on this breadth statistic. 



COT Data

For the third week, COT data has been delayed due to the recent cyber-attack against one of the reporting
firms. This has become extremely frustrating as COT data offers a unique and important look at the market.
I often share COT-related charts in this letter but until the data begins being reported again, these charts are
unable to be updated.



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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Trend Models
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Trend Models

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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.


