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Psychology Composite sets new all-time 

record for Euphoria. 
 

Market Risk Index climbed to 90%, crossing back into the worst 10% 
of readings on a bump in the Monetary composite risk score and the 
Psychology composite hitting 100. 

The monetary composite deteriorated as the interest rates category 
moved from positive to neutral. The rate of change on yields has 
pushed to levels that removes a tailwind for equities. Higher yields 
also imply a steeper yield curve, which will eventually boost the 
Monetary composite. On balance, there is little reason to think that 
Monetary conditions will deteriorate much from here. 

For Psychology, this is a new all-time record in euphoria, breaking 
the previous record set during the dot-com era. There are still a 
number of individual indicators that were much more extreme in 
2000, but the euphoria readings across the composite today are 
more pervasive and widespread than they were in 2000. 

It has also been persistent. Any signs of a let up in enthusiasm are 
short-lived, and then speculative behavior quickly resurges on the 
lure of easy riches. We still haven’t grown used to seeing speculative 
behavior in financial markets hitting overdrive when juxtaposed with 
headlines of political turmoil and a pandemic.  

Still, breadth and price trends are strong, with few signs of a major 
deterioration, which extends expectations for how long a cyclical bull 
market can last. However, it’s not a market to throw caution to the 
wind and embrace risk because of the likelihood of economic 
recovery or based on breadth alone. Sentiment and valuations are in 
nose-bleed territory, implying drawdown risk in markets is as large or 
larger than any time in history. Risk comes at you fast.  

 

 

 

 
 
 
 

 
 

Psychology - P6

Monetary - M4

Valuation - Extremely Overvalued

Trend

Largest Psychology Influences

Levered Investments Negative

Surveys Negative

Option Activity Negative

Fund Flow s Negative

Largest Monetary Influences

Velocity Negative

Monetary Aggregates Negative

Lending and Leverage Negative

Valuation

7-10 Year Rtn Forecast 0.5%

10Yr Treas Yield (on 01/11) 1.2%

Market Trends

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

90.0%
Category Percentiles

US Equities                                Bullish Investment

Intl Equities                                        Bullish Trade

REITs                                                  Bullish Trade

Broad Commodities                           Bullish Trade

100.0%

0.4%

99.3%

66.0%
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Charts of the Week 
 
Short-Term Sentiment Composite set a new high in enthusiasm. 

 
 
 

The Percentage of Assets in Levered vs Inverse ETFs broke to new all-time highs. 
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Enthusiasm for leverage in ETFs has broadened to all market caps. 
Leverage in small and mid-cap stocks has blown away the highs from 2020. 
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Penny Stock Volume, an old school sign of euphoria, exceeded 1 trillion shares for the first time in December. 

 
Source: SentimenTrader 

 
Gamma exposure has hit levels that signaled the sharp 2018 correction and 2020 bear market. 

 
Source: Troy Bombardia, SqueezeMetrics 
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Stock prices in relation to Commodity prices are at 100 year highs. 

 
Source: Bloomberg 

 
Variant Perception’s Leading Bank Index suggests more upside for bank stocks. 

 
Source: Variant Perception 
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S&P 500 Market Cap as a percent of World GDP hits the dot-com era level. 

 
Source: Bloomberg 
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The Tech stocks that drove 2020 returns have weakened as the rally has broadened. 

 
Source: Isabelnet 

 

High Yielding stocks tend to outperform coming out of recessions. 

 
Source: Financial Times, Isabelnet 
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SentimenTrader Proxy for Citi’s Panic/Euphoria Model hits 3rd highest reading in history. 

 
Source: SentimenTrader 

 

Speculative volume in Call Options continues to break records. 

 
Source: TheDailyShot 
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NASDAQ to S&P 500 takes surpasses dot-com era highs. 

 
Source: ZeroHedge, DoubleLine 
 

Real yields on Investment Grade corporates falls below zero for the first time in history. 

 
Source: ZeroHedge 
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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

