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Brief Summary:
A quiet week in financial markets going into the holiday-shortened week which will likely be another
quiet week before year-end. I shared last week the volatility setup for the days after Christmas when VIX
is in the bottom 20th %tile, which it will be. That’s often led to a bottom in spot VIX which now gets
joined by the spread in sentiment between equities and volatility which hit an extreme last week. 

Breadth continues to improve. Last week I discussed how across asset sizes the new high lists were
improving. This week I look more broadly at the number of industries in the U.S. that are hitting new 52-
week highs, exceeding the peak from this last summer. 

The Thrasher Analytics models all closed at the same levels as mentioned in the prior letter. The Maestro
Model, VRT, Risk Appetite, and Trend all came into this weekend unchanged. I’m encouraged by the
improvement and the broadening out of uptrend participation by stocks, sectors, and industries. The short-
term risk remains from the volatility/sentiment corner of the market. 

 

Market Dashboard
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A slight uptick in spot VIX last week, finishing at 13 on Friday and the VRT remains at a signal level.

Volatility: VRT 
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Volatility: Top & Environment
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VIX is back at 13 and the relaxing of the stretched momentum condition has moved it back into a short-
term Low Volatility Environment.



We remain in a firm contango curve for volatility. 

Volatility - Curve
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I’ve previously discussed the low dispersion level in spot VIX. This isn’t an isolated development as
the composite of the standard deviations for the S&P 500, Nasdaq 100, and Dow 30 volatility indices
are all at historically low levels. This can be seen in the chart below. The average standard deviation
dipped under 1.5 last week, as shown by the red lines, this doesn’t happen often and is often followed
by a low soon developing in spot VIX.

Volatility - Dispersion
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Below is a chart of the spread between the VIX and S&P 500 Daily Sentiment Index (DSI) % Bullish
scores. The focus of this chart is to look at when there’s a large difference in sentiment between
volatility and equities. Red dots are shown in the bottom panel when the spread is 75 points or larger
and the VIX DSI score is under 10% or below. This happened for the first time since the summer low
just before we saw spot VIX rise to 20. As the chart shows, when the spread is extremely stretched,
the resulting action is for VIX to soon bottom. 

Volatility - Sentiment Spread
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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 is unchanged from the last letter, holding at 17 as not much transpired in the market
during the low volume week headed into year-end and the Christmas holiday shortened week this week.



Maestro Model - Categories
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No change in any of the mode categories. 



Sentiment Score 
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No big changes in sector sentiment last week. Utilities and Real Estate were the worst performing sectors
and also saw 2 of the three largest declines in sentiment (along with Financials).



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 63rd percentile.



Risk Appetite Ratio
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The Average Risk Appetite Ratio stayed at the 63rd %tile this 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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Not much happened last week and no material change in the daily S&P 500 chart. We saw a drop
back under 70 in the 14-day RSI, rising back above by Friday. The one week, three week, and
monthly chart have some developing lower-high RSI divergences that are worth keeping an eye on but
the daily chart still shows strong and confirming momentum.

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 ticked up to +2.

Equities - Breadth Thrusts
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We’ve now seen a confirmation in new 52-week highs by large cap industries, which rose above the
prior summer high. The smoothed average nearly reached 20%, dipping back to 11% by Friday as
performance cooled off. Note the long divergence that developed going into 2022 that signaled a
bearish development in the internals of the market at the peak. That’s not happening today and is
exactly what bulls want to see continue as uptrend participation broadens out.

Equities - Industry Highs
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I share the chart below to highlight the lack of activity last week. Friday saw nearly 70% of stocks
trade on below-average volume, Thursday saw just over 40% below low volume. This is typical of
pre-holiday and year-end trading. We can see on the far-left side of the chart the high number of
stocks with low volume at year-end in 2022.

Equities - Below Avg Volume
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The mega caps have been the market leaders for the bulk of 2023. The Mag 7 had been dragging the
rest of the large cap components until recently. Since November, that relationship has shifted as
shown by the chart below. This chart looks at the relationship between the S&P 100 (mega caps) and a
reverse weighting of the S&P 500 (smallest cap stocks get the highest weighting, largest get the
lowest weighting). Over roughly the last two months, the ratio has been falling, meaning the smaller
cap stocks in the S&P 500 have been leading the largest.

Equities - Reverse Weight
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Defensive sentiment dipped lower while Offense sentiment held firm last week.

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

No major changes in sector breadth.



Commodity - Gold

Gold has been moving higher but struggling at the March ‘22 high of 2078. Last week we saw another test
of this price level with a failure to breakout. Momentum is now starting to soften, putting in two lower-
highs. Sentiment is still elevated at 78% bullish, not an extreme level, suggesting still strong interest in
gold. Many eyes are on this price level and looking for a breakout. Additional tests should assist in drawing
out supply and weaken the resistance level making it more likely price can hold above but until it does,
patience is likely warranted. 



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.


