
D E C E M B E  3 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:
We put a close to 2023 with large cap equities putting in a strong performance, outperforming just about
anything else that an investor may have added to a portfolio in search of diversification. While it was a
holiday-shortened week (as is this week), equities inched higher, giving back a little ground on Friday but
sit just under the prior all-time closing high. Breadth has remained strong, as has momentum. The largest
concern in the market remains volatility and sentiment. The VIX has increased its correlation to the S&P
500, rising or falling with the equity index in ten of the last 21 days, a rare feat that’s been accomplish just
a handful of times in the last 20+ years. 

The dollar has fallen back to its prior key support level that’s helped define its trading range for much of
2023. Gold briefly broke out above the previously mentioned key price level but fell back below this week
- frustrating commodity traders hoping for the shiny metal to glow once more.

This week, markets will be closed on Monday for New Year’s and the major events that will draw
attention will be the December jobs number that comes out on Friday as well as the ISM report and FOMC
minutes that are released on Wednesday.  
 

Market Dashboard
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Another quiet week in equities which means a quiet week for volatility, VIX moved back to 12.5 while the
VRT has held firm at 72.

Volatility: VRT 
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Volatility: Top & Environment
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VIX is under 13 and remains in a High Volatility Environment due to the mean-reversion components of
the model which are stretched to a historical high level. 



We remain in a firm contango curve for volatility. 

Volatility - Curve
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The S&P 500 and the Volatility Index have moved together 10 of the last 21 days (7 of which were
positive equity days). This development has only happened six prior times, as its rare for equities and
Volatility to have a positive correlation. Many of the prior occurrences saw a double digit rise in spot
VIX, as shown on the chart below. 

Volatility - Correlaton
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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 rose another3 points from last week with an improvement in the Breath category.



Maestro Model - Categories
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Breath ticked up to +6.



Sentiment Score 

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

Real Estate again is top highest sentiment sector but was the fourth best performing sector on the week.
Few changes in sentiment last week as markets went to sleep head of the New Year.



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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The Average Risk Appetite Ratio has a slight drop by the end of the week.
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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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A quiet week for stocks with Friday seeing a slight tick lower in the final hours of trading to close out
the week. The shortened trading week did see a move up in equities as we near the prior all-time
closing high just under 4800. Traders are focused on a breakout at this level and with momentum
holding up well, it’s possible we see it. What bulls will want to see is that breakout hold while bears
will push to get a failed breakout that could draw in some selling and nervous profit taking. 

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 is at +2.

Equities - Breadth Thrusts
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Large cap equities trounced any attempt at diversification in 2023. A nearly 10 point spread to even
the second-best performing asset. An attempt to go outside the U.S. was punished with EAFE putting
in almost half the work of domestic markets and emerging markets finishing in the single digits. A
poor second half of the year hurt commodities which closed in the red, as did long-term bonds. 

Equities - YTD Performance
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Last week I discussed the bullish setup of new highs across asset sizes. That continues to be the case
but last week we did see the new high data cool off as volume dropped out of the market and most
stocks stagnated as the Index drifted marginally higher. The lack of continued new highs across time
frames isn’t a major concern at this point being that it was a shortened week and year-end. We’ll want
to see these breadth gauges pick up back up in the coming weeks though.

Equities - New Highs
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The S&P 500 is finishing the year up over 24%, but what’s the performance of the average stock
within the index? While we started the year and most of the summer seeing this number hold basically
flat, as breadth broadened out in Q3 and Q4, the average 2023 performance for S&P 500 stocks is at
15%. 64% of large cap equities are finishing the year in the green, up from 40% back in March and
near that level in October. 

Equities - Avg Performance
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In the Nov. 26th letter I discussed the Kaufman Efficiency Ratio (KER). Defining it as follows: “The
more consistent the daily change in price over a period of time, the more “efficient” the trend. For
example, if the S&P 500 rose 12 points over 12 days, that would be a reading of 1. This is a tool that
can be used to evaluate the strength of a trend and look for extremes as well as divergences.” 

Below is another look at the KER as it continues to rise and now is at a historically significant level.
We last saw the KER at 0.54 was during the Jan. 2018 melt up that saw a VIX spike and quick -10%
drawdown in the SPX. Before that, it was the 2010 pullback and then we’d have to go back to 1998.
Needless to say, the market is acting too good! That’s odd to say, but another way to view the current
price action as being too symmetrical, which is what feeds into this indicator. The green lines show
when the opposite happens and things are too symmetrical on the downside, creating excellent buying
opportunities. This suggests a pullback from current levels wouldn’t be the biggest suprise and
matches what the VRT is suggesting, as VIX activity is also showing too high a degree of confidence
and compliancy.
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Equities - Efficiency Ratio



Liquidity saw a large pullback last week due to banks throwing more money at the RRP. This isn’t
entirely unusual at year-end, which we can see an example of back at the end of 2022 (red circles)
when the same type of activity occurred and was quickly reversed at the start of the new year. 

Equities - Fed Liquidity
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The USD has fallen back to the lower-end of its 2023 range, just above $100. Does this level continue
to act as support and begin to draw in buyers to the dollar, which wouldn’t be welcomed by fixed
income markets and could act as a headwind for equities as well. I’ll be watching the dollar closely as
we enter 2024.

Forex - U.S. Dollar
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Improvement in Defensive sentiment last week pushed the Spread lower but it’s still holding positive.

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

Not much change in sector breadth.



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.


