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Brief Summary:
After making an attempt to fall -5% and failing earlier in the month, the S&P 500 has now declined by just
over -5% as we near the end of the month and third quarter. It’s now been 37 days since the 52-week high,
more than double the time period I discuss in my 5% Canary paper for what I define as a fast initial
decline. This now sets up for a possible “buy the dip” scenario. The Dow is still above its -5% threshold,
off by just -5.68%.  There was a lack of downside confirmation on Friday following Thursday’s 90%
down day. Seasonality also shows that pre-election years find bottoms in early October. From a volatility
point-of-view, on Friday we got both Aggressive and Conservative Peak Signals. This doesn’t mean we
will go right back to the highs, but some type of bounce would make sense around current levels. Below
Friday’s level, we have the August 2022 high which we broke out above back in June of this year.

The S&P 500 is still 3.25% above its 200-day moving average but the rest of the asset sizes are now below
(mid, small, and micro) their own respective long-term moving averages. 

From a sector view, the best performing sectors last week were all from the defensive camp, XLV, XLU,
and XLP. Several sectors at the end of last week also got bullish sentiment signals.

With this being the last week of the quarter, we’ll likely see some interesting moves on Thursday and
Friday. I don’t give a lot of weight to “window dressing” but I do believe option markets become more
reactive and sensitive to end-of-quarter activity and that can have butterfly effect towards other markets. 

Market Dashboard
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VIX picked back up last week, finishing above 17 and the VRT has now ‘reset’ back to zero.

Volatility: VRT 
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Volatility: Top & Environment
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On Friday, we got both an Aggressive and Conservative Peak Volatility Signal. This comes with 2 of the 4
VIX Top Composite fired on Thursday. The Peak Signals seeks to see +2 on the Composite followed by a
lower high in volatility, which we then got on Friday. This is the first Peak Signals since March.



We now have a slight inversion with 9-day above 30-day volatility, but the rest of the futures curve
remains upward sloping. 

Volatility - Curve
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By Thursday, we almost got a 3-sigma move in volatility but barely missed it. So, while the VIX is
still relatively low, having not even got to 20 on this run, the advance was above-average compared to
what the VIX has been doing this year.

Volatility - Sigma
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Seasonally, volatility has historically began to peak towards the end of September. October has seen
its fair share of volatility, which is what causes the second peak in vol at the end of October on the
seasonal chart below. 

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 has moved to its lowest level since March with Trend dropping to zero and Breadth
going negative. 



Maestro Model - Categories
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Trend/Momentum has dropped to zero and Breadth went negative mid-week. 



Sentiment Score 
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Many sectors got bullish sentiment signals at the end of last week. XLC remains the highest scoring
sentiment sector with just XLU and XLV seeing an increase in sentiment last week as stocks declined.



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 54th percentile.



Risk Appetite Ratio
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Risk Appetite continued to move lower last week, but not as much as many would have expected,
going from 58th to 54th percentile. 
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Equities - Breadth

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. 



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.

High & Low Rel. Strength List
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Friday’s closing level was important. We made a minor lower-low from the August and just a hair
below the low from June. We still find the S&P 500 just above the key swing level of August high.
Momentum has broken below its prior low levels and the correction that began a couple of months
ago has continued to see lower prices, largely with a pound of flesh from the smaller capitalized
stocks. However, I believe we could see a swing low develop soon. That doesn’t mean we see an
immediate return to the 4550. I’ll detail the reasoning throughout this week’s letter. 

Equities - S&P 500 Daily

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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.

Equities - Breadth Thrusts
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The new lows expanded last week, rising to roughly 30% of stocks making a 3-month low when the
Index hit its own 3-month low, just slightly less than the amount in March. We still have less than
10% at a 52-week low and haven’t breached 50% at a 20-day low. These are worsening levels but not
yet dire. 

Equities - New Lows
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I believe I last shared this chart in March when the net percentage of stocks that were “oversold” was
nearing -25%. We didn’t quite get there; not sure we could have come any closer than we did! Today,
we’re at -17.5%, not yet to -25% that would suggest a ‘washout’ amount of “oversold” breadth but the
lowest reading in multiple months, which makes it notable. 

Equities - Oversold Breadth
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On Thursday, over 90% of stocks within the S&P 500 declined. This was then followed by another
down day on Friday but only 65.7% of the Index moved lower. Historically, this has been a positive
development, as shown by the blue arrows on the chart below. The few instances that didn’t see at
least a brief pop in the Index saw another 90% down day soon follow (2018 and 2019). The lack of
downside follow-through on Friday suggests selling within individual equities may have begun to
show signs of short-term exhaustion. 

Equities - 90% Down Day
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Over the last two weeks, selling pressure has been strong and this sets us up for a possible bounce
should we see just one day of strong advancing volume. Below is a chart of the S&P 500 with green
arrows of these types of bullish setups, along with the net daily advances shown in the bottom panel.
From here, we want to see at least 350 of the S&P 500 stocks rise in the very near future to complete
the setup. 

Equities - Short-Term Pop
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Earlier in the month I shared the possible setup of a Head & Shoulders top chart pattern in the S&P
500. I strongly noted that the pattern was irreverent until the neckline broke. The decline on Friday
started that breaking process. While technical analysis is mix of science and art, the degree of the
‘neckline’ break leans on the art side of the ledger. We did indeed close below the prior lows that
form the ‘neck’ but the break was just a few points. Also, we haven’t gotten a break yet in the Nasdaq
100 Head & Shoulders top, with Friday’s move closing just above the neck. Both SPY and QQQ have
the volume characteristics of a H&S top and the measured moves would suggest a $405 and $331
target, respectively. If the ‘necklines’ are indeed broken, then Monday and Tuesday should see strong
follow-through with supportive above-average volume to the downside. If not, then the June lows in
SPY may still be viewed as support. 

Equities - Head & Shoulders
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Earlier this month I wrote about how the market was moving close to a -5% decline, which brings into
focus the topic of my Charles Dow Award winning paper, “The 5% Canary.” -5% didn’t develop at
that time but it has now, with the S&P 500 closing lower by -5.7% as of Friday. The Index took 37
days to reach -5%, much longer than the 15 days I wrote about in my paper. This suggests that based
on the duration of the decline, this -5% may not develop immediately into something substation like
what was signaled at the start of 2022, the Covid Crash, or Q4 2018. This doesn’t imply the market
must bounce immediately but it suggests that selling pressure didn’t build up quick enough to full take
control of the trend direction. 

Equities - Canary/BTD
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Here we have another update on the pre-election seasonality for the S&P 500. We continue to track
prior pre-election years and near the point in time where many of them began to strength and work
towards a year-end rally. You can see with the black arrows that at around day 104-107 a low in price
was found. We are currently on day 97, which means based on seasonality we could see another week
or two of downside but it’s important to remember that seasonal patterns aren’t surgical, their
precision isn’t intended to be viewed to the exact day.

Equities - Seasonality
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Banks have continued to pull from the RRP, supporting market liquidity but it was overtaken last
week by a big pull from the Treasury General Account (noted by the red circle on the chart below).
This cased Fed Liquidity to drop to a 1-month low last week.

Equities - Liquidity
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Starting in August, we started seeing the negative divergence in sector sentiment as Offense sectors
sentiment began to decline. Then a bullish Sentiment Spread signal developed when the Index hit a
20-day low and the Spread was still positive. September saw continued improvement in Defensive
sector sentiment but last week began to decline along with Offense sector sentiment. Since the Spread
is still positive at the latest 20-da low in the Index, we have another bullish Sentiment Spread signal
hit on Thursday and Friday. 

Equities - Sector Sentiment

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



ETF Fund FLow

Below is a table with fund flow data through Thursday of last week.



Sector - Performance



Sector - Relative Strength

Below is a look at each sector's relative performance trend against the S&P 500.



Sector - Breadth 200-MA

Big shift over the last week, with now just two sectors (XLE and XLK) with more than half of stocks
above the 200-day moving average. 



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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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.


