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Brief Summary:
The S&P 500 continued to climb to new highs last week with several days of interesting intraday
pullbacks. Risk Appetite has slightly improved but is still showing a bearish divergence to price, as is
breadth. Energy saw a strong improvement last week, rising 5% as the best performing sector. This week
will be dominated by the Fed and earnings announcements as we get an FOMC announcement on Weds.  
and many of the MAG 7 reporting throughout the week (GOOGL and MSFT on Tues. and AAPL, AMZN,
and META on Thurs.) Then we’ll end the week with the January jobs data on Friday.

This week’s letter takes a look at international markets. These have largely gotten ignored by most
investors as U.S. large caps have been dominating int’l indices for over a decade. However, during that
time, there’s still be some interesting counter-trend rallies that investors could have taken advantage of. I
show several setups in the broad int’l market and also take a look at China, which is testing a major prior
support level. Then I take a look at Soybeans and Corn which have been left for dead from a sentiment
perspective and are sitting at key prior levels that may show to be support. 
 

Market Dashboard
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Spot VIX has continued to inch up and the VRT remains at its signal level.

Volatility: VRT 
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Volatility: Top & Environment
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With the slight uptick in the VIX, we are still in a Low Volatility Environment.



We remain in a firm contango curve for volatility. 

Volatility - Curve
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On a closing basis, spot VIX bottomed over a month ago. While it’s just slightly risen, positioning
data shows us just who is long VIX futures. Back when VIX was making a new low, Commercial
Traders were holding just over 50% of the total open interest. There’s a quantifiable number of futures
contracts open at any one time. Using COT data, we can do a quick calculation to see what the net
position of the various trader groups and what percent of the total open interest they make up. In the
first month of 2024, Commercial Traders have held the bulk of the open interest and as of last week,
make up 87.9%.

Volatility - Positioning
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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 continued to print Aggressive Bearish Signals last week as the model sits below its
high and the Index inched higher. Friday saw a slight up tick to +12 but we are still well off the levels at
the end of last year as Trend/Momentum and Breadth categories pull back in their respective scores.



Maestro Model - Categories
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Breadth rose 1 point to +3 and Trend/Momentum declined to +3.



Sentiment Score 
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XLF remains the top sentiment sector. Several sectors saw a decline in sentiment, including XLV, XLK,
XLRE, and XLY last week. Following the bullish sentiment signal in XLE, the sector rose 5% and was the
best performing sector on the week.



Sentiment Score: XLF & XLY

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Sentiment Score: XLI & XLB

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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 60th percentile.



Risk Appetite Ratio
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The Average Risk Appetite Ratio saw a slight improvement from last Friday but still is under the
prior high of 64th %tile as several risk appetite categories pull back.
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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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The S&P 500 inched higher again last week but not without several days of intraday pullbacks.
Momentum improved and ended the bearish divergence as the 14-day RSI rises back above 70. While
it’s still under the prior momentum high, I am less concerned with divergences that taken place above
70 as the Oscillator is bounded and can’t always continue to make higher-highs (or lower-lows), so
when it clears the 70 level, in my opinion there’s no longer a bearish momentum setup in place. 

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 0.

Equities - Breadth Thrusts
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One of the Risk Appetite ratios that has begun to decline is the ratio between Consumer Discretionary
and Consumer Staples. The chart below shows both the cap weight and equal weight versions of the
ratio. This is important to recognize if weakness is a result of asset size (for instance, if Tesla and/or
Amazon have an outsized move) or if it speaks more towards the broad changes between the sectors
as is shown with the equal weight ratio which is also making a lower-high.

Equities - Consumer Ratio
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The next couple of pages will take a look at international markets and some potential setups that may
develop there in the coming days/weeks that I’ll be keeping a close eye on.

First, here’s two relative performance charts of U.S. large caps vs. ACWI and EAFE. Notice that
we’ve broken out relative to ACWI but are butting up right at the prior high for the SPX vs. EAFE
ratio. If this holds as resistance, we could start seeing some outperformance in EAFE over SPX,
sending the ratio lower.

Equities - International 1
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Next up is a chart I haven’t had the chance to share in quite a while. That’s due to the extreme
strength of domestic U.S. markets relative to just about everything else. You can see the long-term
trend of the All Cap World Index Ex-U.S. (ACWI) vs. the S&P has been declining since 2010.
However, during that time, there’s been several counter-trend rallies in int’l markets.  What’s marked
the start of these rallies is shown by the Global Relative Performance Indicator. This is a proprietary
indicator to Thrasher Analytics and looks at each country’s relative performance and the health of the
trend of that performance. When this Indicator bottoms out and begins to improve back above -35, we
often see international markets gain relative to U.S. large caps. There’s just been roughly two times
this didn’t play out, Nov. 2015 and July last year. The other instances saw a brief counter-trennd rally
that moved the Indicator back above zero before the rally ran out of gas and domestic markets
resumed their leadership role.

Equities - International 2
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Here’s a look at the performance of each major int’l equity ETF, sorted by their 1-month return.

Equities - International 3
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One specific country ETF that stands out right now is China. The iShares China Large Cap ETF (FXI)
is down -58% and currently testing two major prior lows: 2008 and 2022. After the last time it was at
this level, FXI rallied nearly 60% before giving it all back to where it is today. If FXI can hold above
these prior lows, and international equities do begin to show dominance, the bounce could catch many
traders by surprise.

Equities - China
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The Offense-Defense Sentiment Spread has continued to improve, holding above zero as sectors like
XLE, XLF and XLC strengthen.

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

XLE breadth improved, rising to almost 50%. XLC also saw a slight tick up to 77%.



Commodity - Soybeans/Corn

Sentiment for Corn and Soybeans has gotten pushed extremely low. In fact, Soybean Daily Sentiment
Index (DSI) is at 10% as of Friday. I’ve plotted green dots on prior instances of DSI being at or below
10%. The ag commodity is also testing its major prior low from early 2022. Meanwhile, Corn is also
testing a key price level around $450 after seeing a large decline for the last two years. This looks like a
similar type setup as 2014, when Corn was in near freefall and then saw a quick counter-trend rally (blue
dotted circle). Sentiment in Corn looks similar today as it did in 2014, a slight bullish divergence of
improving sentiment from a very low level. Some commodities have been showing strong improvement
(Cocoa and Coffee) but others, like Soybeans and Corn continue to get pushed lower and I think are worth
watching as it seems just about everyone hates them, so they could see a counter trend bounce.



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.


