
Macro Ops 

The Trifecta Report

The best trades are the ones in which you have all three things going for 
you: fundamentals, technical, and market tone. ~ Michael Marcus 
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Crash Insurance: Short-term Put Hedging Strategy

“If the market was going to bounce it will need to do so here. If it doesn’t, then that raises 
the odds of a larger air pocket (read: market crash) … This is an incredibly difficult market 
environment to navigate … So, we are left with what will likely be a grinding bear with 
increasing crash risks and the propensity to see violent swings both up and down” via The 
Trifecta Report dated 9/25/2022.

The volatile environment makes it difficult to cheaply hedge crash risk. The traditional way 
of putting on naked shorts becomes more complicated as volatile daily moves mean we 
have to place our stops wide, in order to stay in the hedge. A wider stop equates to a much 
smaller hedge, which obviously isn’t ideal. In addition, the high volatility means buying long 
dated puts or running our “50 Cent Strategy” are out of the question, as we’d burn too 
much in premium. 

Luckily, there’s another little-known option. One that is routinely mispriced (read: cheap) 
and insensitive to implied volatility, yet still offers tremendous asymmetry when there are 
significant realized moves. 
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Weekly Market Prep

https://operators.macro-ops.com/wp-content/uploads/2021/07/Vault_-50-Cent-Hedge.pdf


A terrific options trading book titled The Second Leg Down by Hari Krishnan, gives us some 
insight into how we can do this. 

The strategy relies on buying out-of-the-money (sub 25 Delta) put options with four days or 
less days until expiration. We are intentionally choosing intra-week options since these give 
us exposure over time horizons where the underlying distribution has the heaviest tails. And 
historically, institutional managers favor hedges with a few months to maturity.

It’s uncommon to see strategies that require rolling weekly options. But this strategy has the 
benefit of being very capital efficient. It’s not unusual to make 15x or more on your costs. 

This allows us to risk a very small amount (less than 20 basis points [bps]) and still be 
protected from a notional point of view. It’s important to point out that this strategy needs 
to be applied with discretion (when data suggests crash risk is high). And is only useful 
during periods of high volatility where other approaches to hedging are too costly and 
inefficient. 
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Weekly Market Prep



We don’t know whether the seasonality / sentiment-driven-reversion bear market rally will 
kick of soon, or if at all. But we do know from the data and the way the tape is acting, that 
crash risks are very high – not to mention the numerous potential geopolitical shocks 
currently brewing… 

Because of this, we’ll be employing this strategy starting this week. Look for a trade alert
with the details tomorrow. And we’ll be rolling these options weekly, as long as the data says 
it makes sense to do so. We’ll be buying Out-of-the-Money Puts (≤ 25 Delta) with ≤ 4 days to 
expiration, and we’ll be risking no more that 15 bps per hedge.

Our book is already strongly hedged with our high cash position, our Nasdaq and DAX 
shorts, and our USDCNH longs (USDCNH should continue to run as risk-off dominates). But 
in a crash scenario, cross-correlations go to 1. Running this short-term strategy will help 
ensure our book makes money in such a scenario.

Your Macro Operator,

Alex
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Weekly Market Prep



S&P 500 Monthly 
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S&P 500 Weekly
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S&P 500 Daily 
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SQN Market Regime
Bull Volatile
Bull Quiet
Neutral
Bear Quiet
Bear Volatile

You can read more about market regimes here. 
Also, if you’d like me to share the Bloomberg STDY 
with you, just shoot me an email or DM on slack

https://macro-ops.com/how-we-find-the-ideal-trading-strategy-for-different-market-regimes/#:~:text=Each%20regime%20is%20a%20measurement,organized%20by%20Volatile%20or%20Quiet.&text=The%20SQN%20measures%20the%20average,and%20then%20square%20roots%20it.


Sentiment & Positioning
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AAII Bulls & Bears Put/Call 10-day Moving Average

Major Index Fund Flows (smoothed) Net Commercial Positional In Major US Indices



Market Internals
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Semis (SOX) vs SPX
Cyclical vs Defensive & Consumer Discretionary 
vs Consumer Staples (equal weighted)  

LQD/IEF Spread VIX 3m/1m Curve



Short-term Breadth
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Russell 3k Percentage Advancers McClellan Summation & Oscillation Index

Russell 3k Percent Above 10 & 50 day Moving AveragesSPX MACD



Long-term Breadth
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NYSE New High-Low Oscillator Nasdaq New High – New Lows

All US Exchange New Lows (smoothed 50 & 200dma) NYSE Advance – Decline Line



Breadth Thrust
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Russell 3K 90%+ > 10dma Russell 3K 5-day Upvolume % 

Russell 3K MACD Buy Signals Last 10-daysNDX 5-day % Advancers



Liquidity
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High Yield Spread RoC BAA Yield RoC

Chicago Adjusted Financial Conditions Index UST 10-year Yield z-score



US Recession 
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Conference Board Leading Economic Index Philly Fed State Coincident Index

3m10s/ 2s10s/5s30s Yield Curve Recession Probability within 12-months and 24-months



Bonds: 10-year Futures Monthly 
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Bonds: 10-year Futures Weekly
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Bonds: 10-year Futures Daily
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Bond/Yield Indicators
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US Citi Economic Surprise Index & UST 10yr Yield QoQ%

JPM UST Client Short Positioning & UST 10yr Yield

US Citi Inflation Surprise Index & UST 10yr Yield

MO Yield Indicator Copper/Gold Ratio & UST 10yr Bonds



Gold Monthly
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Gold Weekly 
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Gold Daily
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.



Gold Indicators
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Gold & Real 10yr Yield

Gold Miners % > 200-day moving average

Managed Money Net Position (as % of OI)

Gold 30-year Seasonality



EURUSD Monthly 
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EURUSD Weekly 
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EURUSD Daily 
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EURUSD Indicators
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EURUSD & 10-year Rate Spread EURUSD Specs vs Commercials

Eurozone/US Relative Growth Forecast Eurozone/US Relative Citi Economic Surprises



Bitcoin Monthly
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Bitcoin Weekly
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Bitcoin Daily



Sector Relative to SPX Price & Forward EPS Performance (Price in Grey, F/EPS in Orange)
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Information Technology

Utilities

Consumer Discretionary

Energy

Health Care

Materials

Financials

Communication Services

Real Estate

Industrials

Consumer Staples

Semiconductors



Sector % MACD Buy Signals
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Information Technology

Utilities

Consumer Discretionary

Energy

Health Care

Materials

Financials

Communication Services

Real Estate

Industrials

Consumer Staples
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Portfolio PDF link

https://tinyurl.com/mo-portfolio
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• Trifecta Lens & SQN Methodology & Case Study (link here) 
• TL Score Theory (link here) 
• TL & SQN Dashboard (link here) 
• Trend Fragility Dashboard (link here) 

• Nervous & Numb Case Study (coming soon)
• Volatility & Failed Volatility Breakouts (VBO/FVBO) (link here) 
• Hierarchy of Technicals (link here)
• Currency Framework (link here) 
• Precious Metals Framework (link here) 
• How to Read Market Sentiment (link here) 
• Equity Supply & Demand Equation (link here) 
• 50 Cent Conditional Tail Hedge Strategy (link here)

Appendix

https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/06/New-Vault-Template_-.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2020/10/The-Consilience-Report-Aug-2020-Beware-The-Chihuahua...-1-1.pdf
https://dashboard.macro-ops.com/tl.php
https://client.macro-ops.com/macro/
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/06/G-Doc-Vault-Template_-VBO-FVBO.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/01/Vault_-The-Hierarchy-of-Technicals.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/06/New-Vault-Template-2.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2020/07/New-Vault-Template.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2020/07/Vault_-How-To-Read-Market-Sentiment.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/01/Vault_-The-Ultimate-Supply-and-Demand-Equation.pdf
https://operators.macro-ops.com/wp-content/uploads/2021/07/Vault_-50-Cent-Hedge.pdf

