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Producer Price Inflation is the highest since 

2008. 
 

Market Risk Index fell back below 96% on another improvement by the 
monetary composite, as the velocity category turned positive. Inflation 
continues to produce a significant headwind for the composite, even if it 
ends up proving to be a transitory one. 
 
PPI was released today and is growing by more than 10% over the last six 
and twelve months. Like we discussed last week with ISM, it doesn't 
make for the best market environments. Daily S&P 500 returns with PPI 
growth above 10% since 1930 have annualized -17%, and volatility in 
stock prices averaged 24.5% versus the 18.5% over all periods. Note that 
we are using 6-month growth here, which eliminates most of the base 
effects that come from using rate of change metrics coming off the 
pandemic lows in March. PPI is well above where it was at its January 
2020 peak, making this more than just a spike due to the release's timing 
a year after the pandemic lows. 
 
Periods with 10% PPI growth are rare. We haven't seen one since 2008, 
which marked the end of China's 7-yr long influence on commodity prices 
after their 2001 entrance into the WTO. They also came during WWI, 
WWII, and the 1970s. Transitory or not, we use metrics like PPI and ISM 
in the monetary composite, because they tend to lead consumer prices 
are also decent leading indicators of choppy to unfavorable stock market 
environments.  
 
The psychology composite improved slightly as some of our technical 
indicators improved, and VIX dropped into a range that is more favorable 
for markets over short periods. VIX looks poised to try to make a move 
toward the pre-pandemic lows. However, it wasn't all good from a 
technical standpoint as the NASDAQ High Low Logic Index signaled its 
first warning signal since the bull market began, indicating some market 
turmoil under the surface. This one is coming much earlier in a bull 
market than ever before. In both the previous bulls it took 3-4 years to 
see this kind of behavior. 
 
Also, pure measures of investor enthusiasm saw another ramp higher in 
some individual indicators. Individual investors in the AAII survey grew more extreme in bullish sentiment, and 
our levered ETF Sentiment indicator set a new bull market high in a sign that the speculative fever hasn’t 
finished inflating either. 
 

 

Psychology - P6

Monetary - M5

Valuation - Extremely Overvalued

Trend

Largest Psychology Influences

Levered Investments Negative

Option Activity Negative

Fund Flow s Negative

Surveys Negative

Largest Monetary Influences

Inflation Negative

Interest Rates Negative

Monetary Aggregates Negative

Valuation

7-10 Year Rtn Forecast 0.0%

10Yr Treas Yield (on 04/07) 1.7%

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

Rec Allocation 25% Underweight

95.9%
Category Percentiles

US Equities                                Bullish Investment

Intl Equities                                Bullish Investment

REITs                                                 Bullish Trade

Broad Commodities                           Bullish Trade

99.6%

0.1%

99.9%

87.4%
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Charts of the Week 
 
Producer Prices are growing at the fastest pace since 2008. 

 
 
AAII – Bullish Sentiment among individual investors has yet to peak. 
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Assets in Levered ETFs and Funds (net of inverse funds) set a new bull market high. 

 
 
NASDAQ High Low Logic Index signals first warning sign since the bull market began. 
While hitting five percent is the traditional signal on this indicator, we had several clusters of readings like this 
on the NASDAQ over the latter half of the last bull market. Instead, reaching six percent on this metric has 
served as a more prescient guide when it comes to timing. 
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Equity positioning is in the 95th percentile, just short of record levels. 

 
Source: SoberLook, Isabelnet 

 
The Trade Deficit set a new record. 

 
Source: Bloomberg 
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The latest round of stimulus put the US fiscal response to COVID on another level vs the world. 

 
Source: Bloomberg 

 
New record in the number of Zombie firms, which was already at highs before the pandemic began. 
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Corporate buybacks are at record levels. 

 
Source: Isabelnet 

 
Like the US, stimulus causing Home prices to climb well above the level of rents in the EU as well. 

 
Source: Jeroen Blokland 
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A World War like surge in Money Supply. Do any investors expect a comparable surge in inflation? 

 
Source: Jesse Felder 

 
Small businesses are having a hard time filling positions – suggesting wage inflation on the horizon. 
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Value of the Crypto universe has surpassed the value of US banks. 

 
Source: Bianco Research 
 

Largest equity inflows since 2006 
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High yield spreads over investment-grade are the lowest since 2007. 
A great quote from Howard Marks this week on the state of high yield - "To get to higher returns these days, you 

have to be willing to extend credit" to companies that are "not clearly coming back." 

 
Source: Bloomberg, Lisa Abramowicz 
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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. A portfolio built upon Cypress 

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

growers. Payers are stocks having above-average yields with 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 of 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 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. The 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

