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The First Technical Warts of 2021 
 

Market Risk Slight experienced a slight uptick from 87.5 to 88.1 on a 
higher Monetary risk score, as our inflation category continues to detract 
the maximum number of points possible from the composite. Psychology 
is in the 98th percentile, and valuation has scored in the 100th percentile 
for seven weeks in a row and in 11 of the 23 weeks in 2021. 
 
The market making new highs in the year 2021, in the face of some of the 
most enthusiastic investor sentiment and extreme valuations in over 20 
years, has become routine. New highs in the indices are generally bullish, 
and admittedly the breadth on Monday was quite strong, but pure 
technicians will find less to cheer about with these new highs relative to 
others, really for the first time this year. 
 
Up until this week, you would often find us characterizing the technical 
picture of the market as being strong, outside of a weak sell signal from 
the NASDAQ High Low Logic Index back in the Spring. Our apprehension 
about the market has been largely confined to a combination of record 
speculation and record valuations, but the Psychology Composites high 
risk, euphoric scores weren’t coming from inside the Technicals category. 
 
However, this was the first week where new highs in the S&P 500 and 
NASDAQ started to show signs of a market losing some of its technical 
luster. The percentage of S&P 500 stocks trading above their 50 day 
moving averages is still below 50%, as highlighted last week. We also had 
a traditional Dow Theory sell signal this week, and our market breadth 
dashboard showed the fewest number of key benchmarks confirming the 
S&P 500 highs. As in, none of them confirmed the highs. 
 
There are still some technical strengths to highlight, and these newly 
formed technical warts could quickly heal over the coming weeks. Still, 
with euphoric sentiment, record valuations, a volatile inflation picture 
(and near uniform agreement that said inflation picture is transitory), the 
margin of safety is too thin to recommend a more aggressive posture 
toward equities here. 
 
 
Note - we will be traveling next week and will only produce a Market 
Outlook should unusual market or model conditions warrant it. 
 
 
 
 

Psychology - P6

Monetary - M4

Valuation - Extremely Overvalued

Trend

Largest  Psychology Influences

Levered Investments Negative

Option Activity Negative

Surveys Negative

Fund Flows Negative

Largest  Monetary Influences

Inflation Negative

Velocity Posit ive

Interest Rates (rate of change) Negative

Valuat ion

7-10 Year Rtn Forecast -0.8%

10Yr Treas Yield (on 06/23) 1.5%

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

88.1%
Category Percent iles

US Equit ies                            Bullish Investment

Intl Equit ies                           Bullish Investment

REITs                                      Bullish Investment

Broad Commodities             Bullish Investment

98.4%

0.2%

100.0%

60.8%



CYPRESS CAPITAL MARKET OUTLOOK JUNE 25, 2021 – PAGE 2 OF 11  

 

Charts of the Week 
 
Market Breadth Dashboard 
For the first time in 2021, no key breadth benchmarks made coincidental highs with the S&P 500. 

 
Source: Cypress Capital 
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2Yr Momentum suggests a deteriorating short-term liquidity picture. 

 
 
Rule of 20 PE – a 10-15% correction would bring this relative valuation gauge back into fair value range. 
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Times when the S&P 500 closed at a record high with less than 50% of its members trading above 50dma. 

 
Source: SentimenTrader 

 
Investors have never been more confident about where we are in the economic cycle. 
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If all agree the economy is in an inflationary boom, it makes sense the pain trade on the US dollar is higher. 

 
Source: SentimenTrader 
 

Highest number of S&P 500 companies talking about inflation on earnings calls in more than ten years. 

 
Source: WSJ 
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Hitting peak Google search popularity for inflation in the US as well. 

 
 
More money-losing companies are selling shares than any time since 2000. 
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YTD buyback authorizations hit a new record. 

 
 
Brexit pessimism has driven UK stocks to a 40% relative valuation discount to global equities. 

 
Soucre: Callum Thomas 
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Record home price increase 

 
 
Is housing becoming too hot? Record gap between Homebuilder and Homebuyer Confidence. 
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Unlike the housing bubble in the mid-2000s, this isn’t a hot market for home flippers. 

 
Source: Bloomberg 
 

Fiscal and Monetary Stimulus setting up to become a drag. 
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80 Percent of Gen Z has taken on debt to invest.

 
 

Microchip lead times have shown no signs of slowing. 

 
Source: Bloomberg 
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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

