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Brief Summary:
The S&P 500 advanced just over 1%, led by XLK, XLV, and XLC sectors with XLU, XLE and XLB
lagging the most. Breadth continues to be a concern with fewer and fewer stocks able to keep up with the
large cap index. No days last week saw more than half of large cap stocks outpacing the SPX and now the
20-day average of outperformance has reached prior levels that’s led to Equal Weight outperformance in
at least the short-term. On Weds. the Index made a new high but had less than 9% of stocks joining in
making at least a 3-month high.

The VRT remains at signal level, which means the door remains open for a spike higher in volatility, but
the spot VIX has yet to close above 14 on a weekly basis, a factor I’ve been keeping an eye on and
discussed in greater detail in last week’s letter. The Maestro Model produced an Aggressive Bearish
Signal with the model making a negative divergence with the market. 

This week we’ll get a look at inflation data with CPI on Weds. and PPI on Thurs along with an FOMC
announcement on Weds. 

Market Dashboard
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VRT remains at its signal threshold despites the pullback in spot VIX. For those new subscribers and a
reminder to those that aren’t, VRT signals remain ‘active’ until a material move occurs in spot VIX or
VIX makes a 6-month low. 

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 but there is a slight kink between 9- and 30-day vol with 9-day slightly
above 30-day.

Volatility - Curve
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I shared the following chart on Twitter/X last week and want to provide additional detail in this
week’s letter. The below red lines show when the S&P 500 makes a new high, but the VIX is
materially off its low by at least 5% and dispersion has contracted. This tells us that the VIX has
begun to move higher in a tight dispersion period (based on my “Forecasting a Volatility Tsunami”
paper). Since 2007 this type of setup has seen the Volatility Index move higher 60% of the time by an
average change of 16.6% in the following couple of weeks. 

Volatility - Observation
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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 pulled back from +14 to +8 last week as a result of declines in sentiment/volatility and
breadth categories. This has produced an Aggressive Bearish Signal which comes when the Maestro
Model negatively diverges from the equity market. As the chart shows with prior pink arrows, these
signals can cluster and are called “Aggressive” because they can mark timely peaks like in 2022 but also
can fail like in the summer of 2023 and earlier this year when they were a few weeks early before the SPX
saw a short-term decline.



Maestro Model - Categories
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Both Sentiment/Vol and Breadth categories declined by 2 points.



Sentiment Score 
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Just two sectors saw sentiment increases last week, XLV and XLK with XLV moving to the top of the
ranking by score. 



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 51st percentile.



Risk Appetite Ratio
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The Average Risk Appetite Ratio dipped under the 50th %tile but finished at the 51st. The continued
weakness in equal weight and small caps along with really anything that isn’t AI-related has been a
detractor from risk appetite ratios. 
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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 advanced 1.32% this week, holding above the key price levels discussed last week. The
new high comes with very little confirmation, including the daily 14-period RSI as shown in the chart
below which currently sits under the prior high of 69.6. More about the RSI later in the 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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As I mentioned earlier, it’s been quite a while since the 14-day RSI has gone above the 70 level. 68
days to be exact. Below is a chart showing the historical number of days the S&P 500 has taken
between periods of being above 70. I’ve plotted green arrows when the Index hits a new 1-year high
and it’s gone over 60 days without RSI breaching 70. Some of periods were very timely to market
turning points (1998, 2007, 2015, and 2018 peaks) with others marking near or at short-term minor
counter-trends. This shows that it does appear the  lack of strong momentum has mattered in the past
to the market, we’ll see if it does this time as well. 

Equities - RSI 
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Checking in on the new high lists, below is a look at 6-month highs and lows with a 15-day average
for each. We can clearly see the declining trend in the new high list, falling under 5% last week just as
the SPX was making a new high. But what stands out even more to me is in the bottom panel. The
number of stocks making new 6-month lows is expanding. The 15-day average has been rising and
made a multi-month high last week.

Equities - 6-Month Breadth
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We didn’t get any days last week with more than half of stocks outpacing the Index. Thursday and
Friday were the strongest at just above 40%. 

Equities - Outperformance -1
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Here’s an update to a chart I last shared when I was looking for a pop in relative performance of equal
weight stocks earlier this year. This looks at the 20-day average of the prior page’s chart of stocks
outperforming. When the 20-day average gets extremely low, we often see a bounce of varying length
and degree in the ratio of RSP vs. SPY. earlier in ‘24 we had a few weeks of strength in RSP before
the mega caps once again took over and sent the ratio back to new lows. This indicator is now back
below the level we had previously, matched just by May ‘23 and Sept. ‘20.

Equities - Outperformance -2
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While the large cap index edged up to another new high last week, how was the rest of the market
doing? Not great. In fact, we have lower-lows in small and micro caps and a near-lower low in mid
caps. Right now, the only area of the equity market that’s getting any kind of love are the mega caps. 

Equities - Asset Size
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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

XLK saw a small move up from 64% to 69% while XLU, XLP, XLRE, XLF, and XLI breadth moved
lower.



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.


