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Brief Summary:
Last week’s letter laid out several market studies suggesting that we could see at least a short-term bounce
in equities off the back of things being so bad they are good. With that, we got the 13th strongest weekly
rally in the S&P 500 since 2009. This took the Index back above the 50- and 200-day moving averages
and produced a Zweig Breadth Thrust. We don’t get Zweig Thrusts very often, making this one
meaningful but I still prefer to see clusters of multiple kinds of thrusts to get confidence in the
improvement in the breadth data.

Last week’s rally was heavily reliant on the drop in rates and the shift back to a ‘risk on’ tone of trading,
picked up with the Average Risk Appetite Ratio rising back above the 50th percentile. We are now in the
historically favorable part of the year for stocks (shared the chart for equities and volatility seasonality last
week), making this pop seem right on cue. 

Commodities are starting to look interesting again with COT data improving for several and the breadth
data for the group rising while the CRB Index flatlines. 

Not a ton of economic data will come out this week so the market will get an opportunity to digest last
week’s gains and setup for its next move and give more light to if this is a counter-trend rally or the start to
something more durable. 

 

Market Dashboard
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With the drop of VIX under 15 last week, we saw a slight uptick in in the VRT to 24 but still below a
signal threshold.

Volatility: VRT 
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Volatility: Top & Environment
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The most recent Peak VIX signals pegged the high following the early signals from September. Last
week’s letter highlighted the shift to a Low Vol Environment, which continued throughout last week as
VIX fell under 15 by Friday.



The VIX futures curve remained in contango and 9-day is now all the way back under 14. During the
latest rise in volatility, we never saw a firm shift towards backwardation.

Volatility - Curve
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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. 

A big move up in stocks last week, coming just after the Aggressive Buy Signal I wrote about in last
Sunday’s letter. During the week, the Maestro Model increased from -16 to -10 with improvements in
Sentiment/Vol and Breadth models.



Maestro Model - Categories
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Sentiment/Volatility increased from -3 to -1 and Breadth saw a strong improvement, but remains negative,
at -2. 



Sentiment Score 
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Last week I wrote about the bullish sentiment signals in sectors like XLC and XLK, which saw a strong
bounce during the week and XLC moved back to the highest sentiment sector. Just two sectors saw drops,
XLE and XLP with XLV the only remaining sector with negative sentiment.



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 55th percentile.



Risk Appetite Ratio
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The Average Risk Appetite Ratio moved back above 50 with the strong bounce in stocks. 
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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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Last week was one of the strongest weeks for the S&P 500 since 2009. It was the 13th strongest
weekly rally and would have been more if it had hung on to all of its Friday gains before a move off
the high. With the pop we cleared back above the 200-day MA and the 50-day MA as shorts got
punched and the expectation that the Fed is done hiking and interest rates began pulling back, the ‘risk
on’ trade was thrown back on. The Oct. 11th swing high was 4376, so that’s the next leve of interest
to see the SPX get above. We expect the Index to move in a straight line, so some degree of
consolidation would not be a surprise after 5.85% pop. However, a pullback should not result in a
move back below that 200-day MA, that would suggest we are simply in a counter-trend swing in a
larger down trend that began in late July.

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 rose to +1 with the Zweig Breadth Thrust triggering on Friday. Chart of this thrust on the
next page.

Equities - Breadth Thrusts
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Not often do we see the market get a Zweig Breadth Thrust, which looks at the advance/decline of the
NYSE smoothed over 10-days. The last ones we saw were after the Covid Crash. While the Zweig
Breadth Thrust is rare and often a strong sign of bullish price activity, like all things, it doesn’t have a
perfect record. We can see back in Q4 2018 that the first counter-trend rally got a Thrust then as well
which failed and then another after what we know now as the final low in Dec. ‘18. This is why I look
for clusters of Thrusts (as shown on the prior page). The Zweig Thrust is a good one but there’d be a
much greater degree of confidence from a breadth perspective if some others that I track also fired off.

Equities - Zweig Thrust
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Last week I discussed the level number of stocks that were still trading above the 200-day MA
(23.7%) and now we are back to almost half of large cap stocks above the 50-day MA. Market’s can
move fast!

Equities - MA Breadth
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While the S&P 500 saw several strong days, it’s encouraging to see that on an individual stock level,
many were able to keep out and actually outpace the Index last week. Three days last week saw north
of 50% of stocks outperform with 60.6% rising more than the SPX on Friday.

Equities - Outperformance
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While there was an improvement in domestic stock breadth last week, global markets also improved
and with it the number of countries trading above the 50-day MA. 58% of global markets are now
back above the 50-MA after getting close to 0% just a few weeks ago. As the U.S. dollar pulls back,
foreign markets should benefit. 

Equities - Global Breadth
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S&P 600



Last week’s rally in stocks was primarily driven by the move lower in rates as the 10yr pulled back
from 5%. If this were to continue, below is a look at some of the areas of the equity market that should
benefit. That includes, value, small caps, utilities, real estate, and regional banks. If we don’t see these
corners of the market continue to rise and show a negative correlation as rates move lower, could
suggest the move in rates is suspect. 

Equities - Rates 
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After the very brief drop negative in the Spread, we saw a uptick last week as Offense Sectors moved
up to 26.5 but Defensive sentiment also increased as spaces like Real Estate and Utilities saw favor as
rates dropped. 

Equities - Sector Sentiment
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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

back to a few more stocks with north of 50% of stocks above the 200-day MA, XLE, XLK, and XLC.



Commodity - Breadth

While the CRB Commodity Index has been flat, there’s been a recent rise in the percent of commodities
trading above the 50-day moving average. COT data has been improving for several commodities (notably
soybeans, corn, gold, and oil). I’ll discuss oil on the next page. If the dollar continues to pull back,
commodities should benefit.



Commodity - Crude Oil

Oil has pulled back in the last couple of weeks but it’s notable to see Producers/Commercials continuing to
buy the dip, moving to net-long positions. As you can see on the chart below, Commercial Traders aren’t
net-long oil very often, often using oil futures to hedge exposure in other areas of the primary business but
now are at the 100th percentile.



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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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.


