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Macro Ops 

Play The Player Report

Playing the game of markets at the fourth degree 

and above… 
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➢ Trend Fragility Indicator (a composite of sentiment & 
positioning) inched up last week to 54%, which is neutral and 
supportive of the broader uptrend.

➢ Weekly Nervous & Numb indicator, which looks at the 
relationship between the SPX and VIX, is dropping fast and at its 
current trajectory will trigger a buy signal within the next two 
weeks if its current trend remains intact.

➢ Aggregate Equity Net Speculator positioning is in its 77th 3yr 
percentile while Hedge Fund positioning (slide 4) has collapsed to 
1yr lows – this is bullish. 

➢ Market Internals: We’re seeing some continued weakness in 
Semis/SPX though credit spreads, VIX curve, and Cyclical vs 
Defensives still support the trend up – I believe these are the 
most important charts to be watching in order to confirm or 
disconfirm this trend.

➢ Liquidity: Rising yields are the primary headwind to stocks. 
Remember, it’s the rate-of-change and not the levels that matter 
here. And right now, the 10yr is over 2std above its 250-day 
average. We should expect elevated chop and volatility until we 
see yields find a temporary ceiling. On the plus side, general 
financial conditions remain loose and supportive of risk assets 
(slide 13). 

➢ Relative Performance: Somewhat surprisingly, the best 
performing sector last week was gold miners (up 5%), followed by 
Utes (+3.6%) and Metals and Mining (+3.2%) (slide 6). 

➢ Market Regimes: SPX, Qs, and Dow are in Bull Quiet or Blended 
Bull regimes, while small-caps are in a neutral sideways regime. 
Path of least resistance is up though expect increased chop & vol 
in near term.   
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https://youtu.be/6QO3RSajrZ4?si=b2LqORStv5Askgt6
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General Sentiment/Positioning Summary:

Two things continue to surprise me with this market. One is 
the speed of the bearish reaction function. Markets don’t top 
when the recessionista/Zerohedge crowd is quick to crawl 
out from their parent’s basements and yell into the twitter 
void about an impending bear. That’s just not how this 
works. 

Markets top when investors get over their skis. Investors get 
over their skis when they become complacent. They become 
complacent from repeated successful dip buying in the 
market and a consensus narrative that’s spouting all 
sunshine and roses. And while we’ve come a LONG ways 
from the pervasive pessimism at the start of the year. The 
fear impulse remains strong after each little pullback in the 
market. There’s still skepticism of this rally. And skepticism is 
prime fuel for a bull trend.

This isn’t just my subjective take either. It’s clearly visible in 
the data. We can see in in our Weekly Nervous & Numb 
indicator quickly trending towards a Buy Signal. We can see 
it in BofA’s “Sentiment Stack” which a percentile ranking of 
growth expectations, cash levels, and equity allocations. It’s 
currently in the sub 30th percentile (next slide). We can see it 
in Hedge Fund positioning which fell over the past few 
weeks to year lows, etc…

Secondly, the resiliency of cyclical vs defensive trend has 
been relentless. This signaled the bottom back in early 
October 22’ and has led the way since. If we could only look 
at one thing to signal that this rally is nearing an end, it’s this 
chart. 
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We have the FOMC this week. We’ll see how the vol structure 
looks Tues to decide whether we’ll put on our FOMC Fade 
Trade and we’ll alert the group when we do. 

There appears to be a growing disconnect between the bond 
market and the increasingly popular “no landing” narrative. The 
market is currently pricing in 100bps of cuts by December of 
next year. And if the economy ends up “not landing” and 
continues to experience strong growth plus a resilient labor 
market, then these cuts will need to be priced out. This means 
we’d see higher for longer; a de facto further tightening. 

The chart of 10yr Notes points solidly lower as the entire UST 
curve remains in a Bear Volatile regime, so the path of least 
resistance remains down for now (yields up). 

Positioning in oil is getting elevated (see sentix chart on next 
slide) while the tape is over 2std above its 20, 50, and 200 day 
moving averages. We’ll likely see some reversion soon, but 
momentum is strong with WTI going out on its highs last week. 
And parabolic moves tend to last longer than anybody expects 
them to, so we will not look to fade and just continue to benefit 
through our energy equities. 

Lastly, USD positioning is still quite bearish. We’ve participated 
in the USD rally through our long USDCNH position. But we’re 
kicking ourselves for being too picky with our EURUSD and 
GBPUSD short entries. It is what it is. We’ll still look to enter if 
given a technical entry, but I fear that train might have left the 
station. 

https://operators.macro-ops.com/wp-content/uploads/2017/03/The-FOMC-Trade.pdf
https://operators.macro-ops.com/wp-content/uploads/2017/03/The-FOMC-Trade.pdf
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Trend Fragility
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Market Internals
Semis (SOX) vs SPX Cyclical vs Defensive & Discretionary vs Staples (equal weighted)  

Rate Hedged Corporate Debt (LQDH) VIX 3m/1m Curve
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Short-term Breadth
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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 regime is a measurement,organized by Volatile or Quiet.&text=The SQN measures the average,and then square roots it.
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Breadth Thrusts
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Liquidity

13

High Yield Spread RoC BAA Yield RoC 

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

Tight

Loose

Tight

Loose

Loose

Tight

Loose

Tight
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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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Yield Leads
MO Yield Indicator Copper/Gold Lumber/Gold & UST 10yr Yield
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Trade Setups

CoT Setups: 
• Short Cotton (technical break / news failure) 

• Short Cocoa (technical break / news failure)

• Short Oats (technical break/ news failure)

• Short EURUSD on pullback reversal to midline

• Short GBPUSD on pullback reversal to midline

• Long AUDUSD on double bottom confirmation

• Long Wheat on bottom confirmation

VBO/FVBO & Technical Setups:
• Long USDMXN on pullback reversal near midline or breakout 

point
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Aggregate COT Positioning
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COT Positioning
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Equities: S&P 500, Nasdaq, Dow Jones, VIX
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Fixed Income: 2-Year Treasury, 5-Year Treasury, 10-Year 
Treasury
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Energy: RBOB Gasoline, Natural Gas, WTI Crude Oil
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Precious Metals: Gold, Silver
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Industrial Metals: Copper, Palladium, Platinum
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Agriculture: Soybean Oil, Cocoa, Coffee, Corn
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Agriculture: Cotton, Soybeans, Sugar, Wheat
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Currencies: DXY, JPYUSD, AUDUSD, NZDUSD
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Currencies: CHFUSD, CADUSD, GBPUSD, EURUSD
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Breadth
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Forward PE
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Forward PE
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Broad Indexes: S&P 500, Nasdaq, Russell 300, Dow Jones
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US Sectors: XLE, XLP, XLU, XLB

9/16/2023 34



COPYRIGHT 2023 MACRO OPS -- ALL RIGHTS RESERVED 

US Sectors: XLI, XLV, XLK, XLRE
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US Sectors: XLY, XLF
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• Trifecta Lens & SQN Methodology & Case Study (link here) 
• TL Score Theory (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://operators.macro-ops.com/wp-content/uploads/2021/06/New-Vault-Template_-.pdf
https://operators.macro-ops.com/wp-content/uploads/2020/10/The-Consilience-Report-Aug-2020-Beware-The-Chihuahua...-1-1.pdf
https://client.macro-ops.com/macro/
https://operators.macro-ops.com/wp-content/uploads/2021/06/G-Doc-Vault-Template_-VBO-FVBO.pdf
https://operators.macro-ops.com/wp-content/uploads/2021/01/Vault_-The-Hierarchy-of-Technicals.pdf
https://operators.macro-ops.com/wp-content/uploads/2021/06/New-Vault-Template-2.pdf
https://operators.macro-ops.com/wp-content/uploads/2020/07/New-Vault-Template.pdf
https://operators.macro-ops.com/wp-content/uploads/2020/07/Vault_-How-To-Read-Market-Sentiment.pdf
https://operators.macro-ops.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
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