
A P R I L  1 6 ,  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:
 Stocks have continued to rally but remain in a multi-month range. Mega/Large caps are still the leaders
with small caps and micro caps lagging behind. SPX did break above its all-time high VWAP which is a
good sign and now sits below the Feb. high. The VIX model nailed the peak in spot VIX as the index now
sits at a 1-year low. VRT has risen slightly but is still well below a level to trigger a signal. 

The main takeaway (in my view) for this week's letter is in the commodities market. We've seen over 65%
of commodity futures rise above their 50-day moving average, one of the highest levels in the last several
months and many individual commodities have shown strong advances. Gasoline is up 20%, oil is rising
again, cattle prices are at all-time highs and orange juice is up 35% this year. This is important because the
market has put all its eggs in the basket of the Fed pausing and cutting rates this year due to inflation data
softening. This week's letter I play a game of "what if" around the possibility of commodity prices blowing
a hole in that expectation. Food and energy costs have played a big role in why CPI data has come down,
if that changes and instead, they begin to push CPI data higher, then the market will likely be caught
offsides and some re-pricing will need to be done. Growth stocks have been the key driver for domestic
equities this year and they won't take kindly to a change in the inflation/rates narrative.
 

Market Dashboard
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The VIX continued to come down and finished at a multi-month low.

Volatility: VRT 
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Volatility: Top & Environment
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VIX closed just above 17, moving lower since we got both Aggressive and Conservative Peak VIX
signals. Spot Vol is now in a Low Volatility Environment.



9-day vol and spot volatility are at 1-year lows with 3-month not far off. 

Volatility - Curve
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We are now in Option Expiration week for VIX contracts. As I often mention, we many times see
OpEx as a 'turning point' for volatility. 

Volatility - OpEx
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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 continued to rise and finished the week at +8. The Trend component rose two points
and remains supportive of equities.



Maestro Model - Categories
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Trend/Momentum moved up to +6 and Sentiment/VIX remains negative with Breadth positive at +3.



Sentiment Score 
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Not a lot to update on with regards to sector sentiment. Tech and Comm. remain the highest scoring
sectors. However, Health Care has matched Tech's performance over the last month even with a lower
sentiment. I had highlighted the bullish set up in Health Care which had a negative sentiment not too long
again, seeing a strong bounce over the last month. Financials had also been negative and have now moved
back to being positive.



Sentiment Score: XLF & XLY
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Sentiment Score: XLI & XLB

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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 46th percentile.



Risk Appetite Ratio
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The average risk appetite ratio continued to firm up, rising to the 46th percentile. However, even
though equities have been strong, small cap and lumber relative performance has been poor.



The S&P 500 has continued to make improvement, rising over the last week while clearing the all-
time high VWAP. However, we still sit under the Feb. high and in the defined range I've been
discussing for several weeks. 

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. I noted in the last letter the jump to +3 as several thrusts developed, including
the rare Zweig Breadth Thrust. 1 thrust has dropped off as the Composite counts them over a short
lookback period. 

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 weekly chart of the S&P 500 and shows that the 14-period RSI finished last week at 56.7.
This is still below 60 and thus yet to breach into a potential bullish range. A move above 60 has been
a strong characteristic of a new up trend/bull market, so it's something bulls are eager to see take
place, but we haven't seen it happen just yet.

Equities - RSI Range
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The S&P 500 has made several new 20-day highs but we haven't seen a major expansion in 20-day
new highs, at least not to levels we hit in February (north of 40%). As SPX rises, I'm looking for
expansion in 6-month and 52-week highs as well, something above 6-7% since that's the levels we hit
on prior advances.

Equities - New Highs
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The relative performance of growth stocks vs. value stocks can largely (but not entirely) attributed to
the change in long-term interest rates. When the 30-year Note is rising (rates falling) then we see
growth stocks underperform value and when rates rise, growth stocks show strength. Several
examples of this can be seen in the chart below. Recently long-term rates have begun to soften and the
30-yr note is rising, which should put pressure on growth stocks. Why this is important for the broad
market is because a large chunk of the gains in large caps have come from the mega cap growth
stocks. If rates keep declining, then current stock leadership may struggle. This will require a rotation
to keep the advance in domestic markets alive or the bears will make an attempt to regain control. 

Equities - Growth vs. Value
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The Sentiment Spread has softened recently due to the improvement in Defensive Sector Sentiment
and the flattening of Offense Sentiment. 

Equities - Sector Sentiment
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Below is a look at fund flows for major bond and equity ETFs. Data is through Thursday of last week.

 ETF Fund Flow
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Sector Performance



Sector - Breadth 200-MA

All sectors except for XLF and XLRE have more than half of their stocks above the 200-day MA.



Commodity - Breadth

More than 65% of commodities are now trading above their 50-day moving average, one of the stronger
readings in the last several months. the CRB Index is now testing its own 200-day moving average. This
strength in commodity futures is not a welcomed sign by inflation watchers. More on this topic later in the
letter.



Commodity -aerforamnce 

Below is the performance year-to-date for the commodity futures. Cattle futures are up 11% but are also
hitting all-time highs. Gasoline has risen over 20% and copper is up 9%. If this group continues to rise,
that's going to make the CPI/PPI reports tough to keep reporting declines and giving Powell cover to slow
the Fed's rate path.



Commodity - Inflation

Below are the Year-over-Year changes in the Consumer Price Index and CPI ex-Food and Energy. It had
largely been the result of rising food and energy costs (as well as shelter) that drove inflation to over 8%
last year. The second half of 2022 drop in food and energy costs then have assisted in the accelerated
decline in inflation data. Notice that CPI All Items has now crossed below the ex-food/energy line. This
shows us just how much of an impact the decline in commodity costs have played in bringing the inflation
figures down. But what if the prior chart continues to show rising commodity prices and what's help lead
CPI lower begins to cause it to bend and start rising again? The market has been aggressive in attempting
to price in the Fed pausing rate hikes, that's a big reason why tech and growth stocks have done so well in
the last 3 months. This is something to be aware of, not taking our eye off the commodity markets and I'm
sure something the FOMC is very much aware of as they prepare for their next meeting.



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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("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.


