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Brief Summary:
Last week saw the S&P 500 declined by -0.08% with the best performing sectors being XLE, XLC, and
XLY. Funds continue to flow into short vol trades and Charlie McElligott of Nomura noted this week that
“with $10 billion of gamma in a 1% move, [dealers] are simply choking out the ability to move close-to-
close.” This helps explain why the market has appeared to have fallen asleep and the VIX isn’t moving.
Meanwhile, Commercial Traders now own almost 90% of the open interest in VIX contracts and
dispersion has contracted to a level that has a near perfect tract record of leading to higher volatility in the
near-term. The last time we saw dispersion this low was when VIX bottomed in December, Nov. ‘19
before the Covid Crash, and Oct. ‘17 when VIX bottomed before the major Feb. ‘18 spike. 

Q2 sector performance was much less positive than what the broad index showed. Only two sectors
outperformed, and most sectors finished in the red. 

Market Dashboard
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VIX pulled back under 13 by the end of the week ad VRT remains at 48.

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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While the primary focus of the volatility modeling discussed in Thrasher Analytics letters and
referenced towards equities pertains to the Volatility Index, which is based on S&P 500 futures. There
are also vol indices for the other major indexes as well. Below is a look at the dispersion for the VIX
for SPX, Nasdaq 100, and DJIA. This shows that across the board, volatility has contracted.  The red
lines show when dispersion has been at current levels in the past and each time led to a move higher
(of varying degree) in the Volatility Index. While at times it didn’t occur immediately (sometimes it
did), we haven’t seen a prior instance that got ignored by the markets. 

Volatility - Avg Dispersion
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Commercial Traders have slowly moved to own the majority of Open Interest in VIX contracts. While
the Commercial net positions is at the 50th %tile (2year lookback), this group of “smart money” owns
89% of OI. Historically this has led to a move higher in volatility as a sign of sentiment towards who
doesn’t want to own vol exposure (hedge funds and retail).  

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 rose two points to +6.



Maestro Model - Categories
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Trend and Sentiment both rose 2 points and Econ fell by 2 points.



Sentiment Score 
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This week we got a bullish sentiment signal for the materials sector and XLB also had 5 bullish
divergences recognized on the daily chart. There’s also been some positive improvement to XLK
individual stock sentiment as well. 



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 53rd percentile.



Risk Appetite Ratio 
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The Average Risk Appetite Ratio continued higher this week with improvement in Consumer Disc.
vs. Staples and weakness in utilities. 
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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 failed to launch multiple times this week and culminated with a give back of the
minimal gain accumulated going into Friday, finishing lower for the week. 

Equities - S&P 500 Daily

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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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Below is an updated look at the number of stocks that made a new 6-month high in the last five days,
smoothed out by a 21-day average. We can see the average has continued to move lower, ignoring the
higher-high in the S&P 500. Less than 20% of stocks have been able to make new 6-month highs and
confirm the strength shown by the Index.

Equities - 6-month HIghs
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It had been several weeks since we saw either a 75% up or 75% down day for large cap stocks. That
changed this week with the Tuesday producing just above a 75% down day. As a reminder, to show
who has control of the market, when we see a strong down day, the bulls should “respond” with a
strong 75% up day soon after, as a sign they maintained control. When we start seeing a string of
large down days, this is a sign that bears are beginning to take control of the short-term trend. 

Equities - Advances & Declines
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Below is a look at how the major 11 sectors performed in the second quarter. The S&P 500 finished
up just north of 4% and only two sectors were able to outperform: XLU and XLK.  Not only did few
sectors hold up to the Index, but most had a negative return for the sector. Ranging from -4.7% (XLB)
to basically flat (XLY). It was a positive sector for the broad market, but the story was less bullish on
a sector level.

Equities - Q2 Sector Perf.
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While Indices are sitting just under highs, sentiment has fallen below the June Lows. Below is a chart
of the daily sentiment for SPX and Nasdaq 100 smoothed over 5 days. By the end of this week the
smoothed average as under the prior June low, despite the minor pullback in the Index.

Equities - Sentiment
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If the market is able to maintain its up trend, one area that should show a rebound is IT Services,
which is currently testing its 200-week moving average with weekly momentum rebounding from an
‘oversold’ level.’

Equities - IT Services
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The Offense-Defense Sentiment Spread moved slightly higher on the week but remains negative.

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

Not much change to sector breadth.



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

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



Daily Sentiment Index

wwww.ThrasherAnalytics.com                   - Not For Redistribution-



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.


