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Highlights 

Market Risk Index ticked up 1/10th of a percent to 85.7 on a slight 
deterioration in monetary conditions offset by an even slighter 
improvement in investor psychology. For monetary conditions, the 
tailwind from the decline in corporate bond yields is beginning to 
dissipate, so there’s a possibility that our scoring of monetary 
conditions could worsen over coming months. Monetary conditions 
have been stable, albeit stable in elevated risk territory, for several 
months. This is the first sign of something that could change the 
status quo that has existed in this category – one where there has 
been a tug of war between the recessionary implications of rapidly 
falling short term rates & their stimulative effects – both of which 
we incorporate into the monetary composite. 
 
The most noteworthy changes occurring with investor psychology 
continue to be in the category of breadth and technical indicators. 
The stock market’s breakout this November has coincided with 
some strong, persistent short-term momentum. However, like all of 
the rallies thus far in 2019, this one is quickly showing signs of 
abating breadth soon after reaching new highs. 
 
It’s also another instance of breadth measures based upon new 
highs and lows signaling something more extreme while 
advance/decline based statistics don’t suggest much in the way of 
risk other than some typical churning from overbought levels. 
We’ve seen another cluster of Hindenburg Omens from both 
NASDAQ and the NYSE, and the NYSE has now joined the NASDAQ 
by also triggering a simultaneous Titanic Syndrome as of 
yesterday’s close. (See the charts for NASDAQ getting the H.O.T.S 
that we included last week.) 
 
Curious enough, these ominous sounding tools were developed to 
spot market peaks, and they work by finding conditions where 
markets are trending higher and near highs, but the quantity of 
stocks making highs and lows are suggesting a disconnect while 
advance/decline work might be described as simply softening at 
worst. 
 
For the high and low statistics, the NASDAQ High Low Logic Index 
crossed above 6% again, meaning over the last 10 weeks, at least of 
6% NASDAQ issues have been making both lows and highs on 
average. That’s both a large and rare quantity of stocks to both be 
making both new highs and new lows while the NASDAQ 
Composite has simultaneously been making new highs. It’s only 

Psychology - P6

Monetary - M4

Valuation - Extremely Overvalued

Trend - Positive

Biggest Psychology Influences

Flow  of Funds Positive

Leveraged Investments Negative

Option Activity Negative

Surveys Negative

Biggest Monetary Influences

Falling Bond Yields Positive

Yield Curve Negative

Velocity Negative

Valuation

7-10 Year Rtn Forecast 3.0%

10Yr Treas Yield (on 10/31) 1.7%

Price Trends

US Equities Positive

Intl Equities Positive

REITs Positive

Broad Commodities Positive

Market Risk Index scales from 0 to 100%. 

Higher readings correspond with higher risk 

markets. Scores below 25% are bullish. 

Scores between 25-75% are neutral, and 

scores above 75% are markets vulnerable to 

major drawdowns.

Market Risk Index

Elevated

85.7%
Category Percentiles

92.0%
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occurred a handful of times in the last 40 years, and in two instances it coincided with both the 2000 and 2007 
bull market peaks. Momentum markets are known for dragging both sentiment and valuations further into 
extreme territory, but the current backdrop of technicals and our MRI make this a particularly risky momentum 
market to chase aggressively. 
 
Note: Unless there is a major shift in one of the composites or any underlying indicators, there will not be a 
report on Thanksgiving week. Happy Thanksgiving! 
 
Chart – NASDAQ High Low Logic Index Crosses above 6 Percent 
High Low Logic Index is based upon calculated the minimum of two numbers – the percentage of stocks making 
new lows and the percentage of stocks making new highs. A high reading in a market making new highs is 
suggestive of a tired market with a lack of uniformity. Getting a reading above 6% is very rare, and the clustering 
of spikes above 6% like we’re experiencing now, combined with extreme valuations and a recently normalized 
yield curve, makes this reading particularly noteworthy. 

 
Source: Cypress Capital 
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The essence of investment management is the management of risks, not the management of returns. 
– Benjamin Graham 
 

Select Dividend – Bottom up risk managed dividend portfolio of up to 40 stocks that can hold cash and fixed 

income when markets aren’t presenting attractive individual equity opportunities. Portfolio built upon Cypress 

Capital’s own metrics that measure dividend quality and safety. The portfolio is divided 75/25 into payers and 

growers. Payers are stocks with above average yields and a long-term history of paying dividends, where the 

dividend is perceived to be safe. Growers are companies with high total shareholder yields and perceived to be 

high quality, franchise companies. The portfolio is generally made up with familiar, household names. 

Global Allocation – Multi-asset class portfolio that invests in low cost exchange traded funds across eight asset 

classes based upon the margin of safety offered by each asset class in an effort to avoid significant drawdowns. 

Strategic Income – Disciplined, value biased income portfolio that practices patience in awaiting excellent risk 

reward opportunities in fixed income. Disciplined in its refusal to reach for yield and put capital at risk of 

permanent impairment. 

Asset Neutral – Absolute return focused multi-asset class portfolio that allocates assets based upon the margin 

of safety offered in each asset class. Portfolio can go defensive and hold up to 100% cash in some environments. 

US Opportunity – Concentrated value portfolio of up to 50 stocks that increases allocations to cash and fixed 

income when the margin of safety offered by equities is too narrow. Portfolio quantitatively buys the cheapest, 

highest quality stocks that it can find. Quantitative sell discipline sells individual holdings based on value and 

momentum factors. 

Contact us for more information. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Asset Management – Portfolio Lineup 

mailto:info@cypresscapital.com?subject=Asset%20management

