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Brief Summary:
The S&P 500 has recovered its start-of-the year dip, making a new 52-week high on Friday. However,
there’s not a lot to point to that confirms that strength. Instead, we have a declining number of stocks
holding above their 20-day moving average, few stocks are making new 3-month highs. The Daily
Sentiment Index for the S&P 500 is making lower-highs and finished the week under 70% bullish; the 14-
day RSI is making lower highs across timeframes; and the Risk Appetite is making lower-highs at the 55th
percentile. This all develops while the Volatility Risk Trigger gives another signal and the other volatility
conditions I’ve discussed in recent weeks continue to sit uncorrected. The bullish outlook remains that
long-term breadth remains strong, and seasonality is positive for this time of the year. This however
doesn’t negate the potential for a more material pullback than what we saw at the start of the year.
Sentiment, Momentum, Volatility, short-term Breadth, and Risk Appetite are quite a list of market
headwinds. 

This is a holiday shortened week with MLK Jr. Day on Monday with markets closed. Retail Sales data will
be released, estimates are for +0.4%. A bunch of Fed governors will also be giving speeches as we move
closer to March, which is when the first rate cut is expected. 
 

Market Dashboard
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VRT is back to its signal threshold, and we have another green arrow on the chart below. 

Volatility: VRT 
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Volatility: Top & Environment
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VIX slightly pulled back last week and we are still in a Low Volatility Environment.



We remain in a firm contango curve for volatility. 

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. 

The Maestro Model saw a slight pullback to +18 with trend/momentum declining by one and econ pulling
back by 1 as well.



Maestro Model - Categories
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 Trend/Momentum down 1 point and econ down 1 point.



Sentiment Score 
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Been a while since Health Care had the highest sentiment score. Real Estate and Financials make up the
remaining top three. Technology was the only sector to see an increase last week. 



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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

The Average Risk Appetite Ratio saw a small rise from last week but still has a bearish divergence
with the S&P 500.
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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 rose and made a 52-week high last week (but still under the all-time high) and still has a
bearish divergence taking place in the 14-day RSI. There’s now a growing list of divergences... along
with momentum we have risk appetite, sentiment, and short-term breadth. We’ll cover these other
developments later in the letter. 4700 continues to be support, so if we can hold that level then bulls
remain in control. Below 4700 and we could see a test of the 50-day MA which is currently just under
the Summer ‘23 high. 

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 +1.

Equities - Breadth Thrusts
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Last week I discussed the divergences that were setting up across timeframes for the S&P 500. Below
we are taking a different look at the 14-day Relative Strength Index. Here we have the 50-day average
of the RSI, giving us a longer look at momentum’s trend for this oscillator. When the 50-day average
breaches 65, as shown times of longer-term stretched momentum. Most recently this occurred last
summer, before the Covid Crash, and for several months ahead of the Jan/Feb. 2018 decline. You can
see the rest of the instances in orange on the chart below. 

Equities - Momentum
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Long-term breadth continues to be strong with over 80% of large cap stocks trading above their
respective 50-day MA and 72% are above the 200-day MA. However, looking shorter-term, we are
seeing a drop in stocks above the 20-day moving average. Less than half of large cap stocks were
above the short-term MA on Friday. In fact, along with the Nasdaq 100, when the SPX bounced off
that brief dip, few stocks have joined in the recovery, with an increasing number falling below the 20-
day MA since then.

Equities - 20-day MA Breadth
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Shifting from moving average breadth to new high lists, we’ve had a big drop off in new 3-month
highs with the Index recovering its latest dip. The 3-month high list peaked in mid-December but as of
Friday sits at less than 10% and the 15-day average is just 13%. On the bright side, there’s still yet to
be a notable increase in new 3-month lows, so that’s a positive.

Equities - 3-month Highs
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With the lack of stocks holding their 20-day MA and/or making 3-month highs, this next chart likely
isn’t a big surprise.... Few stocks are outperforming the Index on a daily basis. This chart looks at all
days (in black) and on up days for the Index (in green). You can see that we haven’t had more than
half of stocks outpace the Index on any single day since the early Jan. dip was recovered.

Equities - Outperformance
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Let’s now broaden our look and take a look at how sectors are trading. This chart looks at the average
21-day correlation among sectors. When the market is showing strength, we see a lot of sectors
moving together and buyers push all kinds of stocks higher. i.e. high tide raises all boats. But when
correlation breaks down, it’s been a bearish development for the S&P 500. As of Friday, the average
correlation is 0.489. Red dots show when the SPX is making a 52-week high, but correlation is less
than 0.5. This marked important inflection points in 2020 before the fast 10% drop in Sept. as well as
other significant down turns as well as very short dips (2021).

Equities - Sector Correl.
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The Offense-Defense Sentiment Spread remains negative as both Defensive and Offense sector
sentiment declined last week, but Offense is still less than Defensive.

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

Most sector breadth figures have peaked, excluding XLF and XLRE. Energy is back under 50% of stocks
above the 200-day MA, as is XLU and XLP. 



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.


