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The Bear isn’t over. 
 

Market Risk Index improved again for the ninth week in a row to 

35.8%. Monetary conditions and Valuations were largely unchanged, 

while the Psychology composite improved. Market Risk Index 

readings are now better than at the March 2020 bear market 

bottom, but signs of capitulation were much clearer in that period. 

Valuations were also more attractive at the March 2020 lows than 

today. 

Both US REITs and Gold have joined International Equities with a 

move to a Bearish Trend. Similar to international equities, our 

exposure is minimal, but we will look for any potential short-term 

strength to bring the exposure down further. Broad commodities are 

growing closer to shifting to a Bearish Trend, which will be another 

leading sign that inflation pressures are peaking. 

Investor psychology moved further into the best 20 percent of 

readings. The strength of investor sentiment surveys is serving as a 

strong pillar of support for the composite; however, bearishness in 

popular investment surveys has become persistent enough to have 

recessionary implications. Despite near maximum possible tailwind 

from the surveys category, bear market ending readings from the 

Psychology composite are still out of reach. Consumer Confidence, 

released this week, is one reason why. The Expectations gaps in both 

the broad economy and the job market are at peak cycle readings. 

Since the Conference Board started collecting data more than half a 

century ago, no bear market has ended with reading this high on 

either indicator. 

As a short-term breadth confirmation to this message, our NYSE 

Overbought/Oversold Indicator has not managed to break 50 on any 

rally thus far in 2022. No bear market in 60 years has ended until the 

initial rally off the lows takes NYSE Overbought/Oversold above 50. 

Every single short-term rally in this bear market has failed that test 

thus far.  

 
 
 
 
 

Psychology - P2

Monetary - M4

Valuation - Extremely Overvalued

Trend

Largest  Psychology Influences

Surveys Posit ive

Volatility Posit ive

Flow of Funds Negative

Bank Sentiment Posit ive

Largest  Monetary Influences

Interest Rates Negative

Exchange Rates Posit ive

Inflation Negative

Valuat ion

7-10 Year Rtn Forecast 2.6%

10Yr US Treasury Yield 3.1%

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 15% Underweight

35.8%
Category Percent iles

US Equit ies                            Bullish Investment

Intl Equit ies                           Bearish Trade

REITs                                      Bearish Trade

Broad Commodities             Bullish Investment

17.5%

86.8%

93.3%

67.6%
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Charts of the Week 
 
Consumer Confidence in the present job market remains very high. 

 
 
Consumer Expectations Gap moved to the highest level since 2001. 
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Consumer Inflation expectations jumped to an all-time high. 

 
 
Valuation-driven return expectation improvements look like the early stages of the 2000-02 bear market. 
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Every bear market in 60 years hasn’t ended until our NYSE OBOS indicator crosses above 50 (the red line). 

 
 
Is Powell worried about his legacy? Liquidity is tightening as it did when Volcker first took over the Fed. 
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Atlanta Fed GDPNow estimate is predicting economic contraction in Q2. 

 
 
Leading Economic Indicators have turned down. 
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Investment professional consensus is that inflation rates are about to fall. 

 
 
Energy companies appear to agree. They are in no rush to spend capital. 
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Meanwhile, the most significant concern of small businesses is inflation. 

 
 
Home price inflation will continue to push headline CPI inflation higher over the next year. 
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High inflation has become a problem globally. 

 
 
Inflation has also become pervasive across all global goods and services. 
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Record surge in the number of homes sold for more than $750K. 

 
 
The gap between home prices and average hourly earnings is higher than during the housing bubble. 
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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 
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