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Brief Summary:
The S&P 500 has continued higher, rising 1.54% this week, led by XLK, XLRE, and XLV. The VIX made
another new low and we still sit below the threshold for VRT signal. As a reminder, very rarely do we see
major spikes higher in volatility immediately after a new low is made in the VIX. Instead, it typically
begins to rise slowly before a spike occurs. International markets have also been improving, led by China
which I’ve written about in several prior letters. However, we are now at a time where the trend in the
weekly FXI, which is up over 35% from its test of critical support, chart is stretched and could suggest a
healthy consolidation or pullback could soon appear in the price action. 

We didn’t have any 75% advancing days this week but with the new high in the S&P 500, the three major
Advance-Decline Lines all also made new 1-year highs as well. This is a positive bullish confirmation. In
this week’s letter I take a look at several signs of confirmation and lack of confirmation in several corners
of the market. The major theme has been the latest rise has primarily been in the mega caps, with the S&P
100 and Mag 7 confirming the breakout in the S&P 500 but we still are below prior highs in the equal
weight S&P 500 as well as new 3-month highs across asset sizes.

There’s not a lot of expected news or econ releases this week. Wednesday will be a big day with FOMC
minutes being released and the earnings for NVDA, the last of the Mag 7 to report Q1 results. 

Market Dashboard
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VIX hit a new low with VRT holding at 24. 

Volatility: VRT 
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Volatility: Top & Environment
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VIX hit another new low. As a reminder, we very rarely see spikes in volatility from 52-week lows.
Instead, volatility often slowly increases before a major move occurs. This isn’t to say it’s not possible,
but historically very rare. This means I’m watching for the VIX to start bottoming out and showing short-
term strength before the heightened risk of a spike.



Curve remains in contango.

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. 

Maestro Model improved to +16 with the Breadth category increasing.



Maestro Model - Categories
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Most categories stay the same this week with Breadth rising 1 point to +4.



Sentiment Score 
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XLU is still the highest scoring sentiment scoring sector last week but did not see an increase in its score
despites the rise in performance. XLB and XLI were the only sectors to decline.



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 60th percentile.



Risk Appetite Ratio
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The Average Risk Appetite Ratio stayed at the 60th %tile. There’s been improvements to the int’l
markets ratios as well as growth vs value with detractions as a result of the strength in utilities
relative to small caps and transports.
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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 rose 1.54% last week and broke above the prior high on Wednesday. The 14-day RSI
has yet to breach 70 yet but is close at 68. This week’s letter will take a closer look at what parts of
the market have and have not confirmed this breakout.

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 first look to see what corners of the market that have and haven’t confirmed the breakout in the
S&P 500 is this chart of 3-month highs for large, mid, and small caps. We haven’t seen a breakout in
large caps but we have seen good strength in small caps, relatively speaking. The bar was set low, but
we did get back to that level from the prior small cap high, which has been under 20%. Looking at the
S&P 1500 (large, mid and small) there’s been good improvement but there’s yet to be that expansion
that’s been bullish confirmation of a breakout to new highs in the equity market.

Equities - 3-Month Highs
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In several letters over the last month I’ve discussed that while relative performance has often lacked,
the number of stocks advancing each day has been very strong. I’ve looked specifically at how many
75% up days that have accompanied the rally off the April low. This can be seen in the cumulative
Advance-Decline lines as well. Below are the S&P 500, S&P 1500, and NYSE A-D lines, they often
move together but not always, so it’s best to watch all three. With the new 1-year high in SPX, all
three A-D lines also made a new high as well, a long-term positive sign of a healthy advance in most
stocks.

Equities - Advance-Decline
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Below is a chart looking at the average year-to-date performance of the S&P 500 stocks and S&P 100
stocks. We got back to the prior high for the mega cap 100 but for the more broad, S&P 500, we are
still below that prior high. This tells us the strength has been primarily in the largest stocks of the
market.

Equities - Avg Performance

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Similar to the prior chart, below shows the breakout in the Magnificent Seven stocks that confirmed
the breakout in SPX but we didn’t get it yet in the Equal Weight version of the large cap index. Again,
this shows the strength in the mega caps and while the rest of the market has improved, it’s yet to rise
at the speed of the largest stocks in the index.

Equities - Mag 7
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Last week I discussed how 60% of XLU stocks became “overbought” and the historical trend had
been bearish for the sector going forward. We saw XLU continue to advance last week and the
percent of stocks that were “overbought” stayed in the 40%. Below is a chart looking at the stretched
trend in the sector. We have two measures to look at here, first is the Volatility Adjusted Momentum
(VAM) indictor, which is at 57.6, well above “overbought” of 40. I’ve plotted red arrows when VAM
breaches 55. Below that is the % that XLU is above its 200-day moving average, almost 15% as of
Friday. I’ve plotted blue arrows when XLU gets more than 14% above its long-term average. As you
can see on the chart, we don’t see these levels hit very often and they’ve almost all been bearish in the
short and intermediate term for the sector going forward.

Equities - Utilities
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FXI has continued to rise since I first began discussing the critical test of support just above $21 in
prior letters. It’s been the best int’l ETF over the last month. We then breached the 20-week moving
average, a key breakout. A few weeks ago, I noted that weekly RSI was rising to test the prior high,
we broke above that too as Chinese stocks rocketed higher. We now have the first breach of
momentum above 70 since 2018. The trend is also getting stretched, over 20% above its long-term
average. This is where the counter-trend bounce last year stalled out so we want to be aware that the
proverbial rubber band is stretched in FXI and while there’s still a lot of ground to make up from its
multi-year decline, some cooling off in price could be in order for the short-term.

Equities - China
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The strength in China has helped push international indices higher relative to the domestic S&P 500.
Below are two examples of this, first the S&P 500 vs. the ACWI and on the right, S&P 500 vs. EAFE.
The large cap index peaked against ACWI back in Feb. and it saw a failed breakout relative to EAFE
over the last couple of weeks. Looking at momentum, a break down below the prior recent lows has
also occurred for both ratio charts. The caveat to this int’l strength is that if that trend in FXI does
begin to ease or reverse, that would be a headwind for these broad int’l indices (although China is not
part of EAFE of course). But nonetheless, we want to keep watching int’l markets as these ratio
reversals could develop further into more well-defined bullish trends for int’l stocks.

Equities - Int’l
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The Offense-Defense Sentiment Spread continued to decline last week as Defense 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

Improvements in XLF, XLE, and XLRE breadth with drops in XLY 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.


