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Brief Summary:
This week I take a focus on several key seasonality charts for equities as well as volatility. July has
historically been a strong month for stocks but that has been tough momentum to continue into August and
September. Focusing on pre-election years, a varying degree of market weakness has occurred in each pre-
election year since 1995. Meanwhile, VIX has often seen a bottom to kick off August. The VRT has also
been on an active signal for the last 21 days, which is just the fifth time to occur.

Tech and growth stocks held up well last week and key price levels have been maintained or recovered.
Meanwhile, short-term breadth has softened with a divergence building in % above the 20-day MA and
new high list. The Maestro Model remains bullish, so a pullback (if one does occur) could be shallow. 

Energy sentiment has continued to improve, and Materials have seen a bullish improvement in fund flows
with its 1-year net flow turning positive for the first time since April 2022. 

This week we'll get jobs data for July on Friday, consensus is for a 200k increase and the unemployment
rate to stay steady at 3.6%. We'll get ISM data on Tuesday.  For earnings, the big day will be Amazon and
Apple reporting on Thursday. We'll also get SBUX, CAT, and AMD on Tues. CVS, PYPL, SHOP, and
QCOM on Weds.

Market Dashboard
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VIX dropped back under 14 and we still have an 'active' VRT signal. I'll show on the next page the
instances of a signal lasting this long.

Volatility: VRT 
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The VRT signal has been active for 21 days straight. This has happened just four prior times since 2010.
Each of the instances are shown below. Two of the four (2010 and 2011) saw a move in the VIX not much
longer after hitting 21 days while the remaining two saw the signal stay 'active' for a couple more weeks
before a marginal move higher in volatility.

Volatility: VRT for 21 days
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Volatility: Top & Environment
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VIX remains in a Low Vol Environment status. 



The curve is still in contango but not as steep as it had previously been with 1-month "just" 2.6 points
below" 3-month. 

Volatility - Curve
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We now are ending the seasonally bearish period for volatility which has historically bottomed last
week and moved higher through September/October. The seasonal chart below looked at the VIX over
the last 30 years. On the bottom panel you can see the weekly seasonal change, July has been a poor
month for upside moves in vol, but that changes in August and September. I view seasonality as a
secondary tool and not something I'd put at the top of the ranking order of forms of analysis. But
nonetheless, it's still important to know the seasonal trends of the market. 
(I'll be discussing equity seasonality later in the letter.)

Volatility - Seasonality
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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 remained at +17 by the end of last week, holding strong in a bullish level and
supportive of the current up trend in equities. 



Maestro Model - Categories
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No changes to any of the categories. 



Sentiment Score 
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Energy has continued to see its sentiment score improve. Communications and Energy saw the largest
increase in their scores last week. Materials has seen a good improvement in its individual stock sentiment
as well. 



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 62nd percentile.



Risk Appetite Ratio
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Risk Appetite improved last week, rising back above 60 as a result of strength in small caps,
transports, and high yield debt. 



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 increased from 1 to 8 and new low list increased from 8 to 38.

 High & Low Rel. Strength List
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The S&P 500 is in a short-term consolidation just below the March 2022 high. Thursday saw a
massive engulfing candle that caught a lot of trader's attention. However, the key to candlestick
patterns is confirmation of the predictive move, which did not come on Friday as stocks rallied.
Momentum has slowed, finishing under 70 with a minor bearish divergence in place. Seasonally,
things get messy over the next two months. August and September are wort months for the large cap
index since 1990.

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 remains at +1.

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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I showed the below chart last week, noting the decline in new highs that were beginning to make a
divergence with the S&P 500. That continued during trading over the last week as we got less new
highs across time frames. The SPX closed at a new 52-week high on Friday but was joined by just
5.57% of stocks. 

Equities - New Highs 1
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Here we can see the S&P 500 and the Nasdaq 100 with their percent of stocks above the 20-day
moving average. The S&P 500 had over 80% not that long ago but the figure has drifted to 63.8% by
the end of the week. The same for the Nasdaq 100, but its figure has fallen to under 60. On the next
page we'll look at this data on a sector level.

Equities - 20-day Breadth 1
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Below are each sector's percent of stocks above the 20-day MA. With this data, we can get a better
idea of what part of the market may be causing the 'breadth bleed' within the major index. It appears
Real Estate, Communications, Utilities, and Health Care have the lowest short-term breadth readings.
Energy notably has the highest, at 95% of its stock above the 20-MA.

Equities - 20-day Breadth 2
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Now we'll take a look at breadth data across asset size. Specifically, the percent of stocks making new
6-month highs. Here again we can see a lack of improvement for the bulk of July in new highs across
asset sizes.

Equities - Asset Size Breadth
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Last week I discussed the chart below and the importance of the key levels being tested/broken by
major groups of stocks. Over the last week we saw some bullish activity with Tech climbing back
above along with Growth. Consumer Disc. remains below and could see that worsen or improve as
we'll get Amazon earnings this week which likely will be a big catalyst for the sector and considering
Amazon makes up 22.6% of XLY. So far, we aren't seeing major distribution enter these markets just
yet that would signal an overly bearish alarm. I'll be watching if that continues going forward. 

Equities - Key Level
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Previously I mentioned that this is seasonally where the VIX has often found a summer low and seen
a rally into the next couple of months. Looking now at the seasonal patterns for equities, we'll start
with an update on the pre-election data. Below are the prior pre-election years along with the current
year (in black). Going into August we've seen a pullback in nearly all pre-election years of varying
degree. From the approximately -11% drop in 2015, -9% in 2007, -5% in 2019, -3.5% in 2003, and
-2% in 1995, each year hit a short-term rough spot in August. The positive, is these dips were
followed by year-end rallies.

Equities - Seasonality 1

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Below is a similar chart as the one I shared for the VIX. This shows the data since 1970 and again we
can see that August and September aren't the best historical markets for large cap equities. July has
been the best of the summer months, with an average gain of a little under 1%. August has been
historically flat, and Sept. has been down with an average loss of -0.89% which the top panel shows
us, typically comes with a late-month decline. 

Equities - Seasonality 1
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Equities - Liquidity
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Here's an update the liquidity chart. Money has continued to flow out of the RRP which has help make
up for the money getting sucked out of the market by the 'refilling' of the TGA through debt issuance.
This helped fuel the rally in stocks in July and blunt any moves in volatility. 



Defense sectors saw a pickup in their sentiment but gave some of that back last week, as both Defense
and Offense sector sentiment moved lower.

Equities - Sector Sentiment
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Sector Fund Flows



Sector Fund Flows - Materials

Last week I discussed the improvement in fund flows for the energy sector, this week I want to take a
look at the Materials sector. XLB last week saw its 1-year net fund flows turn positive for the first
time since April 2022. This was assisted by an 11.5% increase in its 1-month fund flow as a percent of
AUM, meaning the latest amount flowing into XLB has been above average relative to the amount of
assets within the fund. The caveat to this bullish development in XLB is in the short-term, 24% of the
stock within the sector are currently 'overbought' which matches the level in January just as XLB
rolled lower. So, while we could see a pullback in XLB in the short-term, investors appear to be
strongly interested in gaining exposure to a sector that doesn't get much attention.  



Sector Performance



Sector - Breadth 200-MA

Defense sectors, which had shown good improvement to their breadth data in the prior week, pulled back
this week.



Commodity - Crude Oil

The Crack Spread, the premium a barrel of oil has over the products refined from it, has been climbing
higher. I've discussed the Crack Spread several times in this letter, highlighting its usefulness in leading oil
prices higher or low. Oil is near a breakout above its April level and could see further upside if we continue
to get confirmation by the Crack Spread.



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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Trend Models
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Trend Models
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Trend Models
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