
J U N E  1 1 ,  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:
I've been looking for volatility to move higher in recent weeks and it's done exactly the opposite. Instead,
we now have a VIX under 14 and sentiment towards vol remaining at 9% bullish and 74 points lower than
equity sentiment. While the SKEW Index climbs to 155 and interest in put options for equities falls to 0.5
for every call purchased.  I still believe volatility is getting under-priced at these levels.

This week we get some inflation data and retail sales with the spotlight being on Powell on Weds. with the
FOMC announcement. Right now, the market expects just a 31% chance of a hike with the larger
expectation of 86% for a hike in July. We'll see what the dot plot shows and how Powell handles the press
conference and insight given on the Fed's path for the next couple of months. 

Small caps did show some signs of life last week with a mid-week bump in 6-month highs. Bulls want to
see that kind of price action continue. Producers have also shown some interest in crude oil futures,
inching back to being net-long after remaining short since last year. 

Market Dashboard
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Volatility continued to drop like a rock last week, finishing under 14 on Friday. These 6-month new lows
have watered down the VRT signals that fired recently. As a reminder, historically the VIX very rarely
spikes for fresh lows. Typically, it will slowly advance before making a major move. A lot to unpack this
week in volatility charts. 

Volatility: VRT 

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Volatility: Top & Environment
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VIX has shifted into a High Volatility Environment due to be so stretched to the downside, there's a higher
risk of it moving up than seeing further decline. 



Tenors of vol remain at the bottom of their percentiles. 

Volatility - Curve
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With spot VIX on Friday closing at 13.8, it's just slightly above being 2 standard deviations from its 200-
day moving average. Historically volatility is median (not mean!) reverting and it's currently extremely
extended to the downside. Looking in the past when the proverbial rubber band has been this stretched
there's just a handful of examples to examine. I've circled each one since 2006. What did volatility do each
time? Did it keep falling like a rock tossed into the sea? No. Instead, we saw some major volatility events
take place over the following several weeks.

Volatility: Stretched
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Last week I discussed how low the sentiment was for the VIX as its DSI hit 9% bullish. I showed how
rarely we see single digit sentiment levels for volatility. Last week we saw several readings of 9% and the
VIX continued to decline. This week I want to share a chart comparing VIX and S&P 500 Daily
Sentiment Index (DSI) levels. As of Friday, the DSI for the VIX was 74 points under that of the S&P 500
(which is at 83% bullish). On the chart below I've put red dots when the spread has been this low while
VIX sentiment was 10% or lower. We don't see volatility continue to decline very often in these types of
environments. 

Volatility: Sentiment
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The CBOE SKEW Index is far from perfect but was created in an attempt to gauge the market's pricing of
2 or more standard deviation moves within the S&P 500. It does via the consideration of out-of-the-money
options. SKEW isn't directional. While most large moves are negative, the option data could be looking
for large upside outside moves as well. Typically, SKEW tracks with the S&P 500, as the Index rises
often does SKEW. I find value in comparing SKEW to the VIX which can be seen in the chart below.
With SKEW now above 150 and VIX under 14, the ratio has risen to 11, the highest since pre-Covid
Crash. 

We don't see the ratio above 11 often, but when it does get this level, what's volatiltiy done going
forward? Note the red circles on the VIX chart. More often than not, it's risen. 2017 was the standout year
that saw just slight increases in volatility until "vol-mageddon" in Feb. '18. I believe this goes to the
sentiment towards volatility (and equities) right now. Volatility appears to be getting extremely
underpriced. This doesn't point to an immediate rise but paints a picture of a very greedy equity market
that's dismissed risk management as a needed tool and VIX is plummeting as a result. We'll see how long
that can last....

Volatility: SKEW
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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 again didn't change over the last week and remains at 0. Trend remains strong but the
rest of the categories are less bullish.



Maestro Model - Categories
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No change to any of the segments.



Sentiment Score 
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We now have just one sector with a negative sentiment score, XLV. XLF, XLRE, and XLE are showing
some bullish improvement in their respective sector's individual stock sentiment while the sector's
sentiment scores remain low. Also seeing some upticks in breadth thrusts for several sectors.



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 16 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 58th percentile.



Risk Appetite Ratio
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Risk appetite continues to improve. Most inputs are in the green with the lowest ratios being
internatonal-related.



Each week will take a look at the stocks making new 6-month highs (on the left) and lows (on the
right) relative to the S&P 500. This list will be of large cap stocks and grouped based on their sector.
If it's making a 6-month AND a 12-month relative high (or low) then it'll be shown in green (or red)
and if it's a new 12-month absolute new high (price) then it will be in bold. This type of scan be useful
in seeing what stocks are showing strength as well as which sectors have the most stocks making
relative gains. We can also get insight into the breadth of the market based on whether there are more
new relative highs or lows each week. I hope you find this useful as a source of idea generation and a
unique view on the broad health of the market.

New high list went from 2 to 6 and new low list went from 34 to 28. As an example of how these lists
can be used.... Last week one of the two new rel. perf high stocks was RCL which gained another
5.8% last week while the SPX was up just 0.39%. This if course isn't a recommendation or prediction
of future performance but shows how relative momentum can continue for stocks showing past
strength.

 High & Low Rel. Strength List
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I wrote last week how Fridays had been very bullish for the S&P 500 as a likely result of the increase
in activity for weekly options in mega cap tech stocks. Which made Friday's price action interesting as
the Index gapped up but closed under it's open. Was Friday just a one-off timeout from that seasonal
pattern or have buying interest dried up? SPX how sits just under the prior August high at 4300. We
get a lot of headlines this week with Inflation data and retail sales as well as the FOMC announcement
on Weds. 

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 is a chart showing the percent of stocks that have made a new 3-month high or 3-month low
over the prior month. In rising markets, we want to see more new highs and few if any new lows. 
 Since March, that hasn't really been the case. New 3-month lows have outnumbered new highs on
most days with the figure sitting at 39% having had a 3-month low and 35% a 3-month high in the last
21 days. On Thursday and Friday, we saw some good improvement to the new 3-month high list and
hopefully that continues as the Index has been making its own multi-month highs.

Equities - New Highs
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Mid-week we saw a nice improvement in small cap breadth with over 12% of the S&P 600 hitting a 6-
month high. We need more of those days! Unfortunately, it didn't get followed up with continued
improvement as the Index backed off and the breadth data dropped back into the single digits. That
double digit read was encouraging and bulls want to see more of those kinds of days strung together. 

Equities - 6-month Highs
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With the S&P 500 rising 20% above its October low, headlines flooded the financial media with calls
for a new "bull market." Most market professionals roll their eyes at these classifications. 20% is
arbitrary and like "golden crosses" and "death crosses" aren't taken seriously by most technicians.
Looking back at market history, below is a chart of when the SPX has entered a new "bull market"
using this definition. During the Tech Wreck we saw several new bull markets before the real one had
some staying power. In the Financial Crisis we had one failed 'bull' before the real one persisted.
Since then, the market has enjoyed a continued up trend and brief declines did not last as buyers
maintained control. 

I share this to point to the lack of validity the 20% rule has. In general, I'm not a big fan of trying to
classify if it's a bull or bear market but prefer to focus my analysis on the type of environment the
market is in, whether it's one that's being broadly supported by risk assets and likely to continue its
trend higher or lower based on market data - XYZ % classification be damned. 

Equities - New "Bull Market"
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Last week I showed the ACWI chart and the recent weakness in its relative performance. This week
I'd like to share a table of the individual international markets via ETF performance. Over the last
month only 12 have produced a positive performance with several seeing 5+% declines. Interestingly,
Greece has been the strongest over the last month and is up 34% over the last 6-months.

Equities - Int'l Markets
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Defense and Offense sector sentiment has continued to improve with Offense sentiment continuing to
outpace Defensive sentiment. The spread has risen near the March high.

Equities - Sector Sentiment
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ETF Fund Flows

Below is table showing fund flows for bond and equity ETFs. The data shown is through Thursday. 



Sector Performance



Sector - Breadth 200-MA

A few sectors saw pullbacks in their breadth data, XLB, XLE notably. Tech remains the strongest at 78%
of stocks above the 200-day MA.



Sector - YTD Performance

Here's the year-to-date performance for the S&P sectors. We can clearly see the outperformance by Tech,
Comm., and Discretionary while five sectors are actually down on the year. 



Commodity - Crude Oil

Oil has been relatively flat over the last few weeks, hovering between $80 and $70 a barrel. I've written
several times how I've been patiently waiting for Producers to return to the oil market and turn bullish
based on their net-position. Producers got net-short last year and stayed short ever sense then. Recently
that's begun to change, they went net-long just barely in last week's COT report. While not a short-term
timing tool, historically when Producers shift from short to long, crude oil has responded by moving higher
as we saw in 2016, 2017 and 2020.  From here I'm watching if this continues, and they build up a new net-
long position or if they reverse and we see price continue to soften. Not shown, but Crack Spreads have
also begun to rise again which should be positive for oil prices as well. 



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.


