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Brief Summary:
No change to the Maestro Model this week as the market has remained strong and breadth continues to
improve. 61% of stocks advanced on Friday but almost two-third underperformed the Index. Mega caps
continue to dominate in relative performance, 59 stocks made new 6-month lows in relative strength at the
end of week as well. While outperformance has been narrow, equal weight, cap weigh, and the Mag 7 all
hit new highs on Friday. This supports the other data of lack of bearish breadth. This week’s letter looks at
a lack of both 20-day and 6-month lows. Risk appetite has also improved, rising to the 63rd percentile. 

It’s not just stocks that are showing up trends, gold also hit a fresh major new high at the end of the week.
Looking at market history, this hasn’t been the most bullish development for equities, however. As I’ve
written about in the last couple of letters, momentum remains the last bearish string traders can hang on to
at this point. We are 13.6% above the 200-day MA, just below the 13.98% peak in January 2018. With
breadth improving, the decline that does come from the market working off this stretched momentum,
should soften a drawdown with most stocks holding up trends. 

This week, Powell testifies before Congress on Tuesday and Wednesday, President Biden will deliver his
State of the Union on Thursday and the February jobs report will be released on Friday. 
 

Market Dashboard
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Spot VIX continued to pull back last week and VRT increased to 48.

Volatility: VRT 
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Volatility: Top & Environment
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VIX ended its brief few days in a High Vol Environment and is back in a Low Vol Environment as spot
closes the week at 13.11.



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 did not change last week, all the categories stayed the same from last week’s Friday
print.



Maestro Model - Categories
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No changes to any of the categories.



Sentiment Score 
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XLB moved into the top sentiment sector as XLV slid to 4th. XLRE saw the largest increase of 17 bps. 



Sentiment Score: XLF & XLY

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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 63th percentile.



Risk Appetite Ratio

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

The Average Risk Appetite Ratio increased to the 63rd %tile last week, just shy of the prior recent
high of 64th. Many of the ratios (Semis, Growth, Consumer Disc.) are at 1-year highs.
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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. 



The previously cited minor momentum divergence got ‘corrected’ last week with Friday’s rise to over
70 on the 14-period RSI. The large cap index continues to print new highs and now is 13.6% above its
200-day MA which is just under the peak in Jan. ‘18 of 13.98%. We’ll see if this stretched trend can
keep pulling the proverbial rubber band further and furth apart. 

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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Continuing to see breadth improve. Below we have the % of large cap stocks making 6-month trends,
notice the 15-day average continues to climb higher and Friday’s daily print at 18.69% of stocks
making a new 6-month high while almost no stock making a 6-month low. 

Side note... however, this isn’t the case when we look at relative trends. 59 large cap stocks made new
6month relative strength lows on Friday while just 29 made new relative strength 6-month highs.

Equities - 6 Month Highs
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To show another view of the improving trend in breadth, we still don’t have any meaningful trend in
stocks making short-term lows. There was a slight uptick at the start of the year but the last several
weeks have seen that rend reverse and move to the single digits. I shared in a prior letter than it’s been
over 80 days since the Index made a 15-day (or 20-day) new low, and it appears nearly all stocks are
doing near the same. We’ll see just how long that can last, but so far it’s keeping the market hitting
fresh new highs.

Equities - New 20 Day Lows
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Below is a look at the cumulative Advance-Decline lines for the S&P 500, S&P 1500, and NYSE.
We’ve had several new 1-year highs in the large cap and all cap data, but it wasn’t until Friday that
the NYSE made a new annual high.

Equities - Adv-Dec Lines
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Internationally, most countries are showing positive trends. Almost 80% of int’l equity indices are
above the 200-day moving average, one of the highest readings in several months. 

Equities - Global Breadth
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While breadth data has continued to improve, relative performance keeps dragging. As I wrote earlier,
59 stocks made 6-month relative lows (vs 29 that made relative highs). Below we can see the daily
outperformance of large cap stocks as well as the % when the Index is higher (bottom panel).
Thursday and Friday were positive days for the S&P 500 but less than half of the market was able to
keep up with the Index. Barely one-third of stocks were able to outpace SPX on Friday.

Equities - Outperformance
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Here’s some of the most important stocks to the market, or at least most widely tracked. Apple
continues to disappoint, falling to multi-month lows. but Amazon, Microsoft, Nvidia are hitting highs
or near them. Even Tesla has begun to improve in the short-term. Google is softening still, but not
quite as bad as Apple’s trend.

Equities - Mag 6
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As I’ve written in the last couple of letters, while breadth has greatly improved - momentum is one of
the few bearish things left for the market to contend with. So far, it hasn’t mattered. We’re now at the
point where Weekly momentum is at one of the highest levels in thirty years. We’ve exceeded this
level just a couple of times (2020, late ‘17/early ‘18, 2004, 1997). This goes to my point about the
proverbial rubber band being stretched. You’ll note each of the above-mentioned periods where
weekly momentum was this high did result in a soon eventual pullback. From -5 to -6% in 1997 and
2004 to the -10% in 2018 (excluding ‘20 since the Covid Crash was its own “thing”).

Equities - Weekly Momentum
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On Friday, both gold futures and the S&P 500 made a new 52-week high. In fact, gold made a new
multi-year high (more on this in the commodity section). I was curious if these occurrences were
meaningful in market history. It was interesting to see that before this year, this happened just a
handful of times in the last 10 years with most being during the recovery after the 2008 bear market.
The resulting price action wasn’t overly kind for equities, often seeing a pullback in price. Gold also
saw several minor pullbacks when it hit a new high with stocks as well. Will this repeat again this
time? The few times it’s happened this year hasn’t mattered for equities, will the more significant
breakout in gold be more meaningful though? We’ll soon seen.

Equities - Gold & Stocks
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While stocks are going higher, investors don’t seem too keen on buying sector ETFs. The 1-month
total sector flows hit $3.4 billion in outflows on Friday. I’ve plotted arrows when flows were greater
than $3 billion in outflows at a 52-week high. This happened before the 2022 peak but was several
weeks ahead of the ultimate peak in the market. Twice before the Covid Crash and just before the
peak in 2018.

Equities - Sector Flows
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The Offense-Defense Sentiment Spread remains positive with Offense sentiment still rising and
hitting a multi-week high on Friday.

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 rose back above 50%, XLC and XLK also improved with XLRE, XLV, and XLU dropping slightly.



Commodity - Soybeans

Soybeans are in a -26% 12-month drawdown and have declined nearly -18% since November. Meanwhile,
look at the massive net-long position Commercial Traders have taken. This chart goes back to the late
1980s and of course over time the number of contracts traded has gone up but even compared to just recent
history, they are massively long soybeans buying this dip.



Commodity - Gold

As mentioned earlier, Gold has seen a material breakout as it rises about the previously mentioned in other
letters key price level of $2078. This comes after gold did a great job holding the VWAP off the prior
major low.  Momentum is stilling showing a divergence. Sentiment is at 78% bullish and has held up well
in a bullish range above 50% on recent dips. I’m watching if gold can hold above $2078 this week to help
confirm the breakout.



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.


