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MARKET DASHBOARD

Sector Rotation: August Index & Sector Daily Sentiment Index

Up
Technology XK Trend % Bullish |5-day MA
Commumication X1L.C S&P 500 34% 57%
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source. frade-futirer com
Brief Summary:

This should be an interesting week as the market focuses on what gets said in Powell's speech on Friday at
the annual Jackson Hole Economic Symposium. We'll also get new and existing home sales data this
week.

Stocks have slid almost 5% in August, following the seasonally bearish pattern both annually and in pre-
election years as I've discussed several times in this letter. The Key Four Charts that looked at the failed
breakouts have continued to decline with Apple and Microsoft both weakening and Consumer Disc. being
the worst performing sector last week. We also have a growing list of 5% Canary declines and one Buy
The Dip int'l market. The S&P 500 is close as is German's DAX, Japan's TOPIX 1000, and Brazil's
Ibovespa.

Breadth has weakened with just 51% of stocks holding above the 200-day moving average while the S&P
500 is about 6% above its own 200-MA. Friday had no 52-week highs, the first time that's happened this
year. Short-term breadth, as measured by the McClellan Osc. suggests we could see a bounce as the
market has become briefly lopsided to the downside. Fed liquidity has moved lower as fewer banks are
pulling funds from the RRP. Bond markets had a big week last week, with yields rising to prior key levels.
We'll see if Powell discusses this and how the Fed sets expectations going into year-end.
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VOLATILITY. VRT

VIX has continued higher, closing the week above 17 and still yet to produce any kind of durable 'fear’
based on DSI sentiment and the shape of the futures curve. This suggests we could see a continued move
to 20, but I'm taking things one day at a time.
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VOLATILITY. TOP & ENVIRONMENT TX

VIX has moved into a High Vol Environment and we haven't seen signs that have been associated with a
peak in volatility yet.
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VOLATILITY - CURVE

Continuing to see narrowing in spread between 9-day and 1-month vol.
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VOLATILITY - VVIX

Below is a VIX-VVIX chart of correlation I shared to call for a likely move higher in volatility. Since
then, we've seen VVIX continue higher but unable to hold above 100. It reached its prior high at 106

but moved off that level on Friday.
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VOLATILITY - SENTIMENT

I shared the below chart that looks at the spread between the DSI % bullish for the VIX and S&P 500.
It had fallen under -75, showing a massive spread between equity and volatility sentiment. That
marked the bottom in the VIX at around 13 and the spread has now moved up to -23. I've plotted blue
dots when the spread crosses zero, a sign that sentiment has 'reset' where both equity and vol
sentiment are equal or see a reversal with vol sentiment moving higher than equity sentiment. This
'reset’ has often coincided with peaks in volatility. There's still 23 pts left to be recovered at this point,

which suggests we could see upside in volatility.
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MAESTRO MODEL

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

The Maestro Model moved lower to +6 by the end of last week. This was a result of the breadth category
declining by one point.
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MAESTRO MODEL - CATEGORIES T

Trend/Momentum stayed the same last week and Breadth declined by 1 point from last week.
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SENTIMENT SCORE

XLY received a bullish sentiment signal last week as a result of a bullish divergence in sentiment and
price. Energy has the highest score, ending the reign of tech and communications for most of the year.
Communications still is in 2nd place followed by Consumer Disc.

e
Dhaiily - Watch List - Mo Layaut .
SPDR Energy Select Sector Fund ETF XLE 0.30
SPDR Communication Services Select Sector ETF XLC 0.29
SPDR Consumer Discretionary Select Sector Fund ETF XLY 0.26
SPDR Materials Select Sector Fund ETF XLB 0.23
SPDR Financial Select Sector Fund ETF XLF 0.21
SPDR Health Care Select Sector Fund ETF XLV 0.18
SPDR Industrial Select Sector Fund ETF XLI 0.18
SPDR Consurner Staples Select Sector Fund ETF XLP 0.13
SPDR Technology Select Sector Fund ETF XLK 012
SPDR Real Estate Select Sector Fund ETF XLRE 0.04
SPDR Utilities Select Sector Fund ETF XLu 0.01
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SENTIMENT SCORE: XLF & XLY
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SENTIMENT SCORE: XLRE & XLC TFX
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SENTIMENT SCORE: XLP & XLU
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SENTIMENT SCORE: XLK & XLV X
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SENTIMENT SCORE: XLE
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RISK APPETITE RATIO

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.

The average Risk Appetite Ratio percentile is at the 54th percentile.

[Riisk Metric | 38 | 34| 30 | 32 - | 0| 2| | a7 26 | 28 | 24 | 23 | 22 | <1 | 20 | 18 | 48 | AT | 18 | 48 | 14 | 13 | 412 | <1 | -0 8 2 -7 £ -3 -4 -3 2 1| Current |

Emarging Market v, SFX 008 006 011 009 003 040 009 041 018 090 048 047 009 007 007 006 010 043 096 043 031 020 045 010 013 0415 009 0068 010 011 004 000 000 000 005 oo
EAFE ws. 5PX 039 040 038 033 037 0233 033 038 041 045 042 040 039 038 039 0480 036 038 036 039 0237 036 031 028 028 0232 032 03 035 037 034 028 028 07 028 037
HY Dabt vs, Traasury 067 063 064 067 089 072 074 074 073 070 069 069 068 062 066 068 069 069 071 077 078 D78 083 086 088 091 086 092 059 099 100 100 1.00 100 100 0
Home Construction vs, SPX 089 087 084 080 OB 07 100 100 400 05F 100 900 100 008 082 081 081 084 008 087 097 067 400 100 096 400 00 00 080 096 006 006 100 057 084 0B
Offanze ve, Deferte Sectors 100 400 100 0% 084 100 100 400 100 4100 084 100 4100 097 085 OB0 DB3 OBS O0B4 DBS 0B DS3 095 0BT 090 093 D93 0B 086 0BT 0B84 0BT 0B4 082 0BT 0E
Broker-Dealer vs. SPX 0.07 003 008 002 OO0 003 003 007 007 005 007 007 018 018 025 025 026 025 026 025 045 018 020 023 023 024 023 020 020 0.20 021 047 045 048 0.20 [E[]
S&F Growah va, SEP Value 055 057 056 057 058 055 053 048 049 051 054 058 057 055 051 051 052 054 054 054 056 D55 056 054 054 051 050 052 053 052 052 056 058 058 061 os1
Semiconductor vs. SPX 088 089 082 0B 0B85 OBE 090 OBE 0982 087 0S84 098 057 004 0BS 0BT 0B85 0RO 0B6 053 006 096 006 089 082 0981 061 0B 084 083 OFE 083 083 081 081 [17]
Consumer Dise, Vs Staples 100 400 100 100 085 100 100 100 100 400 400 100 100 088 0B3 0B 0B3 083 052 062 084 DET 085 078 080 0B DBB 0BA 0B84 0BS5S 0B84 D0BE 0B 082 080 0T
Small Cap vs. Utilities 089 088 OB4 074 072 0B0 080 OB OB 085 0BT DET 100 067 0B 077 0B0 076 082 O0B4 051 086 100 083 100 100 100 083 081 050 089 081 083 086 082 [T+
Trandpens vi. Uiities 100 100 100 0% 0% 080 097 057 100 100 055 093 083 097 100 099 093 088 087 096 097 100 100 097 (100 100 100 097 094 097 094 097 097 082 050 o
Equal Welight vs. Cap Weight 042 040 011 009 008 013 048 022 0419 016 042 041 010 042 047 018 046 048 047 048 041 042 041 014 043 043 042 042 015 014 014 040 008 008 008 200
Small eap vs, Large Cap 098 041 041 005 000 008 019 021 023 033 047 037 025 027 025 023 027 020 025 021 023 030 028 029 029 030 025 023 023 049 021 046 045 D041 0.08 iz
Equities. vs. VIX 081 084 054 085 085 0B 077 OB OB0 0B) 0B 067 058 088 100 08 052 066 085 100 O0B7 088 083 073 074 085 075 073 072 073 o081 082 068 065 087 061
Auzzie Dollar vi, Yan 078 0B84 085 082 075 071 065 061 062 072 069 067 067 067 070 074 074 077 069 058 D61 076 069 060 056 058 059 D061 061 065 063 066 062 062 05T G54
Coppar vs. Godd 023 027 03 030 028 03 03 037 031 040 041 031 025 02 037 037 032 036 033 0237 039 046 0480 035 041 036 034 029 033 031 026 028 023 024 029 0

AVERAGE 0.61 060 061 0S8 086 058 060 060 061 063 062 063 063 062 060 089 089 060 060 061 062 0B85 064 060 062 061 062 060 089 060 089 055 057 085 084 2084
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—————

Bullish

—_—
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RISK APPETITE RATIO

Risk Appetite moved lower last week, falling back under the line noting the initial bearish divergence
and getting closer to the important 50th %tile level.
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EQUITIES - S&P 500 DAILY

VWAP levels didn't hold as sellers continued to push the S&P 500 lower. Friday saw a slight bounce
that kept the market from getting a test of the June 23 low and August '22 high at 4300. We also
finished below the much-watched 50-day moving average. Breadth has continued to soften with just a
few stocks north of 50% holding above the 200-day moving average. Momentum is just above the
last major swing low level in the Index from March.
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EQUITIES - BREADTH THRUSTS

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 is at zero.
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EQUITIES - MA BREADTH

Well, we have now gone from 61% to 51% of stocks above the 200-day moving average. Most stocks
are now under their short-term averages with 2/3rds below the 50-day MA.
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EQUITIES - 20-DAY LOWS

Last week I shared this interesting market study that looked at the percent of stocks making 20-day
lows. I noted that I was closely watching if we breached 30% of stocks making a new 20-day low
which has had bearish implications for the market. Unfortunately, we did see that occur last week with
three days (Tues., Weds., & Thurs.) north of 30%. Refer back to last week's note for more on this
topic.
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EQUITIES - HIGH/Low

I've shared the following chart several times in the past almost year now. It shows a study by NDR
that looks for when the 5-day average of 52wk highs and lows exceeds 10%, a characteristic that's
been associated with bull markets. This can be seen by the green dots on the chart. We got extremely
close to 10% this summer but just couldn't quite get there. Now we are back to negative, meaning
more new 52-week lows than 52-week highs.

In fact, on Friday there were no new 52-week large cap highs. This is the first instance since Dec of
last year and the second time since October of last year.

HR:‘I\SHER

AMALYTICS

la P 500 IMDEX =P (W] - Daily Lane Cham - USD - Mo Layout d l
52wk High/Low Above 10% m 600.0
52wk High/Low Below -10% e rcanin -4500.0
-3200.0 m

S&P 500 ..‘M %;ggg A4300.0

ﬂ 1900.0 ~4200.0

-1600.0 -4100.0

‘ ;-bﬁ"’ -1300.0 4000.0

. 1100.0 [
-900.0

3800.0
700.0

-600.0 3700.0
‘"Jceased on NDR study) _f:gg -3600.0
S2wk i ek e (A . -f—tu.up P
5-day Average of 52-week Highs/Lows | 20,00 - Mm
10.00
I 20.00
e .
r "|iwf'|'_.',I 1 L ] 1|"' 1’|'r r |1'|m m.l W Hu.lll !|| m'“” Nm‘rrll | 10.00
! 1 & '\ -2, ._'_":
| 1 U— "
--20.00 =0
--30.00
-20.00
1995 2000 2005 2010 2015 2020 e 2023

% Optuma 20th Aug 2023

wwww.ThrasherAnalytics.com - Not For Redistribution-




EQUITIES - MCCLELLAN BOUNCE TX

Below is the McClellan Adjusted Osc. and Summation Index. These are gauges of breadth and look at
the difference between advancing and declining stocks. Over the last year, when the Oscillator has
gone below -100, suggesting a large number of declining stocks, we've seen at least a temporary
bounce in equities. This was even the case during the bear market last year where several counter-
trend moves took place. This suggests we could see a bounce in stocks in the near future as markets

regroup after the initial nearly 5% decline.
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https://www.mcoscillator.com/learning_center/kb/mcclellan_oscillator/the_mcclellan_oscillator_summation_index/

EQUITIES - SEASONALITY

Coming into August I discussed the bearish seasonality for the month based on annual and pre-
election year seasonality. This year's market so far has followed that historical roadmap fairly well. I
want to provide a more granular look at seasonality this week, noting the end of August has
historically been stronger than the first half which has carried into September before additional
weakness has been shown. September is also the weakest month of the year based on historical

seasonality.
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EQUITIES - 5% CANARY

I've gotten quite a few messages, both publicly and privately, about the S&P 500 nearing a 5% decline
and the implications my Dow Award winning paper has with this move. As a refresher, my paper
looked at when an index declined by 5% within a short period of time, using 15 days to define that
period. We are now down 4.6% over the last 14 days. It's important to note that there's nothing
magical about 15 days. The purpose of the paper was to highlight that most major declines in the
market occurred with a quick initial decline. This first step, called a 5% Canary is marked with dotted
lines in the chart below (just like in the paper) with red dots when we then cross below the 200-day
moving average. Currently, we're about 6% above the 200-MA, so we have to take things one day at a
time.

The S&P 500 isn't the only major index showing possible Canary signals. The Irish Exchange, DAX,
Polish Index, Brazil Ibovespa, Netherland's AEX, Toyko TOPIX 1000 also are closer or at Canary
levels. Meanwhile, Greece's Athen's Index has produced a 'Buy The Dip" signal as it took quite a
while for it to decline 5%.
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EQUITIES - INT'L MARKETS

Speaking of international markets, last week the three major int'l indices all dropped under their
respective 200-day moving averages. Both developed and emerging markets are showing weakness
and at a greater degree than what we are seeing so far here in the U.S.
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EQUITIES - SECTOR SENTIMENT

Both Defense and Offense sentiment has continued to decline. Since the Spread is still positive as the
Index makes 20-day lows, we're seeing bullish sentiment signals as marked by the green arrows.
Unfortunately, this isn't a result of Offense sentiment improving, but just that Defensive sentiment is
so low and moving lower, faster.
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ETF FUND FLoOwW

Below is a table with fund flow data through Thursday of last week.
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SPDR Health Care Select Sector Fund ETF XLV
SPDR Real Estate Select Sector Fund ETF XLRE
SPDR Utilities Select Sector Fund ETF XLU

SPDR Materials Select Sector Fund ETF XLB




SECTOR - BREADTH 200-MA
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NDY NASDAQ 100 Index
MID S&P Midcap 400 Index
SML S&P smallCap 600 Index
YLK SPDR Technology Select Sector Fund ETF
XLE SPDR Energy Select Sector Fund ETF
XLV SPDR Health Care Select Sector Fund ETF
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XLB SPDR Materials Select Sector Fund ETF
XLP SPOR Consumer Staples Select Sector Fund ETF
xu SPDR Industrial Select Sector Fund ETF
XLF SPDR Financial Select Sector Fund ETF
XLC SPDR Communication Services Select Sector ETF
XLRE SPDR Real Estate Select Sector Fund ETF

XLy SPDR Consumer Discretionary Select Sector Fund




SECTOR - BREADTH 200-MA

Energy remains the strongest breadth sector with 87% of its stocks above the 200-day MA.
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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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