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Brief Summary:
The S&P 500 is now down -5.46%, giving us this year’s first 5% Canary signal which I address in greater
detail in this week’s letter. The decline in markets this week was heavily led by the mega caps and
predominantly the Mag 7 which are collectively down almost -10%. While we hit new lows on SPX, most
stocks did not participate to the same degree in selling. Over 80% of large cap stocks outperformed on
Friday and the list of new lows contracted throughout the week, diverging from the Index. 

I wrote a special mid-week update last week with the Aggressive and Conservative Peak VIX signals, this
week’s letter looks at other data that suggests the VIX has peaked at least in the near-term as Commercial
Traders unload their positions and sentiment becomes stretched between volatility and equities. 

Going forward, I’m looking for some short-term signs that buyers have begun to return, such as strong
advance day with 70-80% of stocks moving higher and the SPX recovering its 50-day MA after its now
filled the gap from Feb. 22nd. 

Market Dashboard
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VIX attempted to get higher this week but was unable to hold its break above 21, seeing a large reversal
on Friday back below 19. VRT remains at 0.

Volatility: VRT 
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Volatility: Top & Environment
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VIX Top Composite hit +2 with VIX closing at 19.29, I sent a special update email mid-week when we
got the Aggressive/Conservative Top Signals the following day with VIX at 18.40. On Friday VIX has a
big reversal from over 21 to under 19.



Prior minor inversion has been corrected and no real fear showing up in the futures curve.

Volatility - Curve
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An update from last week on the sentiment spread between equities and volatility. VIX is now 29
points above the S&P 500, suggesting sentiment is stretched and approaching the two most recent
peaks of 34 and 33.

Volatility - Sentiment
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I had shared previously when Commercials owned a huge amount of the open interest in VIX
contracts, at one point hitting over 90%. Now that VIX has spiked higher, Commercials have
unloaded their exposure, dropping to the 8th percentile and 0% of open interest. Red dots on the chart
below show prior occurrences of them owning 0% of OI, often aligning with VIX peaks.

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. 

Maestro Model saw a big drop last week, going from +12 to +6 with declines in all four categories.



Maestro Model - Categories
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All four categories saw declines with Sentiment/VIX going negative and Breadth being 0 at one point
mid-week last week, finishing on Friday at just +1.



Sentiment Score 
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XLU is now the highest sentiment score and while XLK is the lowest and saw the largest decline, it did
get a bullish sentiment signal at the end of 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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

Bearish

Bullish

The average Risk Appetite Ratio percentile is at the 51st percentile.



Risk Appetite Ratio
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The Average Risk Appetite Ratio fell below the prior recent low and is at the 51st %tile.
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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 S&P 500 fell below the breakout VWAP and 50-day MA last week, closing at a multi-week low
and down -5.46% from its 52-week high. RSI is nearing ‘oversold’ levels, which I’ll address later in
the letter. The large cap index has now filled the gap from Feb. 22nd. While breadth improved
throughout the week (got less worse), we still haven’t seen a strong advancing day of +350 large cap
stocks to suggest buyers have returned.

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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The  SPX steadily declined last week, so did the number of new lows across time frames. We had four
consecutive days of lower levels of new lows. This is an encouraging sign for bulls, showing the
impact of the Mega caps pushing the index lower but few stocks were participating in the decline. A
lack of broadening out of bearish breadth is a positive sign that this drawdown may be short-lived.

Equities - New Lows
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When the market was peaking, I pointed out the need to be watching how the market reacted to heavy
down days, bullish periods see these followed by near-immediate strong up days. That’s not what we
saw after the peak occurred. Instead, we saw several heavy down days as the market sold off over
-5%. But last week we started seeing a rising trend in % of advances. While we didn’t get to 75%, we
steadily increased as the Index dropped. This once again points to the same type of conclusion as the
new lost list, most stocks were improving their trends last week despite what the SPX was doing. 

Equities - Adv vs. Dec
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We can see this same type of theme playing out in how individual stocks were performing relative to
the S&P 500. On Friday 82% of large cap stocks outperformed the index, the most since Feb. 6th,
2019, when we had over 90% of the market outperform. The last three days of the week were all north
of 60% as the Index moved lower. 

Equities - Outperform
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Here we can see six of the largest stocks, or what had been the largest stocks as far as Tesla is
concerned which has seen its market cap almost cut in half over the last couple of months. An equal
weighting of the Mag 7 is down -9.14% vs. an equal weight SPX is off by -5.64% and the cap
weighted index is down -5.46%.  3 of these 6 are down double-digits, notably the markets prom
queen, NVDA which is almost down -20% in just a month. 

Equities - Mag 7
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On Friday the S&P 500 hit the -5% threshold for the 5% Canary, doing so on day 15. As I’ve written
in this letter as well as my award-winning paper, there is nothing magical of 15 days, but the purpose
was to show when the market declined in a very short period of time. Looking back at recent history
when we hit -5% on the 15th day, we have October 2018 and the Index bounced 3% and resumed its
down trend. Then in April 2000 it bounced 7% in whipsaw price action but never made a new high as
this marked the peak in the Tech Boom. I previously shared how the DJAI had a 5% Canary signal but
that we then needed to watch if buyers took advantage of the 5% move and bought the dip, they did
and the Dow has now bounced +0.66% so far.  Back to the S&P 500, we are still well above the 200-
day MA to get a Confirmed 5% Canary and with the lack of breadth confirmation, I’m less inclined to
believe we are seeing a major peak right now.

Equities - 5% Canary
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The 14-day Relative Strength Index (RSI) is closer to breaching 30, becoming “oversold”, which
would come not long after it had been above 70 and was “overbought.” Does this suggest a bearish
development to see such a quick shift in momentum? Looking at the historical data, I would say no.
We are on day 35 since the RSI was above 70, looking at when the RSI went from over 70 to under 30
in less than 45 days, each occurrence except for two periods saw the market bounce almost
immediately. The two exclusions were the Covid Crash and the first move lower in the Q4 2018 mini
bear. The blue dots on the chart below show the occurrences since 2007.

Equities - Momentum
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The Offense-Defense Sentiment Spread saw a large move lower as Defensive sentiment moved
higher. 

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

While the market sold off, several sectors saw improvement to their breadth data, like XLU, XLP, XLC,
XLRE, and XLF.



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.


