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Brief Summary:
Let me say from the start, this is a very bearish letter. I’ve been working closer to being bearish,
highlighting the narrow market leadership. This reminds me of late 2021 when I was pulling my hair out
about how narrow breadth was and then we finally had a culmination in January 2022 that led to the
largest bear market since the financial crisis (excluding the brief covid crash). Long-time readers now I put
a lot of emphasis on breadth data, the reason for that is because I think the largest moves in the market are
preceded by changes in market breadth. I’m not concerned with 2-3% declines but focus on and write
about pot’l risks that are much larger and I think we are in one of those periods right now. 

While the S&P 500 hasn’t had a 3-month low since October ‘22, 39% of stocks have made one in the last
month vs. 38% that have made a 3-month high. Hardly any stocks are able to keep up with the Index any
more. Thursday saw just 27.2% and Friday had 27.4% outpace the SPX. In March 72% of large cap stocks
were positive year-to-date this fell to 70% by May and as of Friday, 56.9% are still in the green YTD.

The Average Risk Ratio indicator has fallen under the 50th %tile. The sampling of prior instances are
small and heavily lean bearish. It’s not just that we have few stocks rising to new highs, we don’t. But we
have a growing number of stocks making new lows. Last week I discussed how Mid/Small/Micro Indices
were making lower-lows, this has bled to large caps as well with nearly 7% at a 6-month low at last
week’s new high in the Index. 

This is happening when we have a VRT signal that shows a pot’l for the VIX to move higher and sentient
is extremely elevated at 87% bullish for the SPX and 88% for the Nasdaq 100. Bulls sit on the edge of a
knife to balance these new highs with such low level of participation. It’s a market of stocks, and most of
them are no longer dancing.

Market Dashboard
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VRT fell mid-week and then ticked back to 72, giving us another signal. The door remains open for a
volatility spike higher.

Volatility: VRT 
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Volatility: Top & Environment
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VIX remains in a Low Volatility Environment regime, but we do have a VRT signal shown by the black
arrow.



Curve remains in contango.

Volatility - Curve
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I had been waiting/expecting this to happen and we got it at the end of last week. With S&P 500
sentiment at 87% bullish and VIX sentiment at 15%, we have a very widespread that’s marked many
major turning points in volatility moving higher. Pair this with the VRT and we have a growing list of
data suggesting volatility could move higher soon.

Volatility - Sentiment
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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 fell two more points to +6 and we continue to have Aggressive Bearish Signals due to the
divergence in the model and the equity market.



Maestro Model - Categories
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Trend fell three points to +4, Breadth is down 1 point to 0 and Economic rose to +2.



Sentiment Score 
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Just two sectors saw increases in sentiment, XLK and XLY.



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 48th percentile.



Risk Appetite Ratio -1
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The Average Risk Appetite Ratio finished the week under 50. This means the average risk ratio is in
the bottom half of its 1 year range. This is happening when the equity market is sitting at an all-time
high. The next chart puts this into context.



Risk Appetite Ratio -2

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

Here is the same chart but zoomed out and showing when the S&P 500 was at a 52-week high but the
Average Risk Ratio was in the bottom half of its range. Let’s unpack these dates. In 2012 the
Average was moving higher and SPX broke out to a new high just before the Average breached 0.5,
a different setup than we have today. In ‘14/’15 we saw a steadily decline in risk appetite and what
followed was a double-digit decline in the market. In August ‘18 the market peaked and fell 20%.
Several signals in 2019 and 2020 as risk appetite hadn’t recovered after the 2018 bear market. 2022
was the peak before a 25% decline. And then we have today....
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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. 



Another new high and the S&P 500 momentum has breached 70. The only bullish thing I think I can
say in this week’s letter is that new highs in the Index historically beget new highs. But there’s a
growing amount of data that’s turned bearish on this market that I’ll be diving into in this week’s
letter.

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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I’ve been discussing in several letters that the short and intermediate moving average breadth data had
been declining but the one saving grace at that point had been we didn’t see a material break down in
the long-term breadth. That’s now changed. At the end of last week we fell below 64% of stocks
above the 200-day MA, under the April low. Stocks aren’t just seeing minor pullbacks. They are
breaking defined up trends. 

Equities - MA Breadth
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Focusing in on the percent of stocks above the 200-day MA, this chart looks at the percentile of that
data vs the percentile of the S&P 500. Where are each in their 1-year ranges. When breadth is at a
lower level than the S&P 500, the data turns negative. This is often the case as the breadth data is
bound, it can’t constantly be going up. We can go from 90% to 80% and that’s still a healthy market
but it would move the percentile lower. However, when the data gets to extreme levels, meaning
breadth is in major decline vs. price holding strong, the spread falls to levels we are at today. When
we get below 0.8, the market has seen significant struggles. The two caveats here are that in 2000 the
market drifted higher for a few more weeks before a multi-year bear market and earlier this year when
we just had a minor -5% pullback. The other instances are the 2007 peak, 2015 peak and 2022 peak.

Equities - Breadth vs. Price
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We can see the same type of thing here in the percent of stocks in short-term up trends based on the
ADX Indicator. Just 38% of stocks are in up trends based on this data, all while the Index is at a 52-
week high. 

Equities - ADX Breadth
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Short summary: There are hardly any. Less than 3% of stocks were at a 52-week high on Friday. On
the next page we’ll look at new lows when the market is at a new high.

Equities - New Highs
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Here’s a chart showing the percent of large cap stocks at a 6-month low but only when the Index is at
a 52-week high. I’ve put arrows when the data is above 4.5%, which doesn’t happen often. The most
recent occurrences were the 2022 peak and the Feb. ‘18 quick 10% drop. 

Equities - 6-month Lows
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Now let’s take a look at the data from the view of cumulative Advance-Decline Lines for different
markets. We have the S&P 500, S&P 1500 (which includes large, mid and small caps) and the NYSE.
There are black arrows on all four lines when they hit a 52-week high. Note the S&P 500 has more
black arrows than the A-D lines. All three advance-decline lines have begun to move lower, which
means a growing number of stocks are no longer advancing, not just small caps, it’s bled into the full
stock market regardless of size outside of the handful of stocks that are keeping this market balancing
on the edge of a knife.

Equities - A-D Lines
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What’s been holding the market up? Tech, specifically NVDA and semiconductor stocks. But that’s
no longer the case. Below is the percent of the semiconductor stocks in the SMH ETF that are above
their intermediate 100-day moving average. This data was at 90% a few months ago but now it’s at
55.9%. Previously the market could point to this industry and say, “look, semis are doing okay, and
they are the key driver of the tech space which is the lion's share of the market.” but now we have
even fewer semiconductor stocks that are still moving higher. It’s basically just NVDA at this point.

Equities - Semiconductors
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A few weeks ago I called a top in China, noting how extended it was relative to its weekly moving
average. China (FXI) is now down 11% since it’s May 17th peak. In that note I highlighted the pot’l
for int’l markets to improve but how difficult that would be should China indeed fall. That’s what we
saw happen, China dropped and the rest of them fell along with it. Now look at the 1-month
performance of foreign markets, a whole lot of red.

Equities - Int’l Markets
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The Offense-Defense Sentiment Spread stayed low last week, remaining negative. Both Offense and
Defense groups moved lower.

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

Continued to decline in many sector breadth with three now sub-50%.



Daily Sentiment Index
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Source: trade-futures.com



Daily Sentiment Index
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Daily Sentiment Index

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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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