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Brief Summary:
The market just saw the largest single day increase in spot VIX since 2021, but the big question now is -
what happens next? The S&P 500 still sits above prior key support, and volatility is stretched as all those
who had been selling vol for the last couple of months got caught offsides over the last two weeks. The
large cap index has fallen just over -5%, taking 13 days to do so and we’ve entered one of the most bearish
months for equities in the year (bested by September). I’ve written for several weeks how we historically
see VIX bottom in July, and volatility has done an excellent job following that seasonal pattern this
summer. Breadth hasn’t fully blown out as the market has relied on just a couple stocks to take its cues.
Those stocks are now down double-digits (MSFT, AMZN, and GOOGL) and some are off by over -20%
(NVDA and TSLA).

No major news events expected this week after the jampacked week last week. We’ll get some more
earnings but the key focus will be how the market handles these important support levels and where VVIX
and VIX move following the spike on Friday.

Market Dashboard
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A continuation last week of the VIX spike with a massive move on Friday. The VIX has now doubled
from its low marked by the three most recent VRT signals. 

Volatility: VRT 
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Volatility: Top & Environment
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VIX remained in a High Volatility Environment last week even following the Aggressive and
Conservative Peak VIX signals. We initially had a minor pullback in spot VIX before Friday’s jump up to
near 30. 



The VIX curve shifted into backwardation on Friday with 1m above 3, 6, and 12 month volatility.
Friday saw the highest VIX for 9-day, 1-month, and 3-month volatility.

Volatility - Curve
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By Friday’s close, the VIX was nearly 6 points above its 10-day average, marking a historically
stretched period following the big spike last week. Historically more than 5 points above the average
has marked exhaustion in volatility. Two instances it didn’t (2013 and 2015) saw VIX peak just two
days later before a major declined in vol followed.

Volatility - VIX Stretched
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Volatility of the VIX (VVIX) also saw a huge move on Friday, hitting a 5.7 z-score based on a 1-year
lookback. This was also the highest VVIX since early 2022. One of my must-follow strategists,
Charlie McElligott of Nomura commented, “Key to watch VVIX here for signs that the worst of panic
hedging is over, as vol-of-vol tries to catch its breath.” Meaning, this week we want to see VVIX
begin to cool off as a sign traders are no longer aggressively chasing after VIX contracts.

Volatility - VVIX
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Sentiment is now showing a large spread between Equity and Volatility Daily Sentiment Index (DSI)
readings. This has been a very timely tool in identifying peaks in volatility, when VIX DSI rises
above SPX DSI daily readings - which occurred on Friday.

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 to +4 by the end of last week as breadth and sentiment/volatility categories declined.



Maestro Model - Categories
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Breadth fell three points and Sentiment/Vol fell one point.



Sentiment Score 

wwww.ThrasherAnalytics.com                   - Not For Redistribution-

A few sentiment sell signals triggered last week in XLV and XLP as sector and individual sentiment both
became elevated. XLU also has very elevated individual stock sentiment.



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 29th percentile.



Risk Appetite Ratio 
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The Average Risk Appetite Ratio had a large drop last week, falling to the 29th percentile. This was
a result of large moves in the growth vs. value, semiconductor vs. SPX, Disc. vs. Staples, Small Cap
vs. Utilities, and SPX vs. VIX ratios. There was some bullish improvement in Home Improvement
stocks vs. the broad market as well as equal vs. cap weight equities.
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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. 



For a couple of weeks now I’ve discussed the importance of the 100-day Moving Average as pot’l
support since this is where stocks saw buyer’s step in back in April. On Friday, that’s exactly where
the S&P 500 went and saw a late-day bounce. This continues to be a key level I’m watching as well as
just around 5250 which was the high March. Momentum is under 50 but still above an ‘oversold’
level.

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 +1.

Equities - Breadth Thrusts
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Because the selloff has been led by the Mega Caps, specifically just a few of the Mag 7, we aren’t
seeing a major spike in stocks hitting a 20-day low. In fact, with the Index hitting a 2-month low on
Friday, less than 40% of stocks have hit a 20-day low in the last week. This has historically been a
short-term positive for the market. We saw several of these signals during the 2022 bear market that
led to minor counter-trend rallies. 

Equities - 20-day Lows
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Looking now at the other lookback periods of new large cap lows... We just barely hit a multi-month
high in 6-month lows but we haven’t had an expansion in new 52-week lows which is what market
bears will want to see to keep putting pressure on the broad market.

Equities - New Lows
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In the Volatility section I noted the spread between VIX and S&P 500 DSI scores, below we are
looking at just the sentiment average for the S&P 500 and Nasdaq, smoothed over five days. Note the
lower-high that coincide with the peak in the S&P 500 but we don't have a major washout in
sentiment yet like other major lows. Typically to get a sentiment washout, we should see the
smoothed average get under 30% bullish. This alone doesn’t mean we immediately have a low, but
tells us just how bullish equity traders are and can market swing lows if the uptrend is still intact as it
currently is. This compares to 2022 when the uptrend was broken, and sentiment remained low for
several months.

Equities - Sentiment
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By Friday’s close, the S&P 500 was down -5.7% triggering a 5% Canary signal, based on my Dow
Award and NAAIM Award winning paper from 2023, when a major index falls 5% within 15 days.
The decline earlier in the year hit -5% on the 15th day and as I noted at the time, there’s nothing
“magical” about 15 days which implied we could see the dip bought (and it was). This time we have
the -5% threshold hit on day 13. We want to now watch if major support gets broken as confirmation
that sellers remain in control as we can often see dip buyers step in at the -5% drawdown threshold.
This is another reason I’m watching the previously referenced 100-day MA and March high.

Equities - 5% Canary SPX
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Germany also had a notable Canary/Dip Buyer signal. The DAX broke -5% drawdown on day 57,
taking quite a while to see a material decline. 

Equities - 5% Canary DAX
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The Offense-Defense Sentiment Spread continued lower as Defensive sentiment moved above 70.

Equities - Sector Sentiment
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Sector - PerformanceETF Fund Flow

Below is a table with fund flow data through Thursday of last week.



Sector - Performance



Below is a look at the major S&P 500 factors and their relative performance to the Index.

Equities - Factors
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Sector - Relative Strength

Below is a look at each sector's relative performance trend against the S&P 500.



Sector - Breadth 200-MA

Big difference in breadth changes for offense vs. defense sectors. Offense sank lower, two falling under
50% of stocks above the 200-day MA while XLP, XLV and XLRE saw improvements in breadth last
week.



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.


