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➢ Trend Fragility Indicator (a composite of sentiment & 
positioning) dropped to 53%, which is neutral.

➢ Weekly Nervous & Numb indicator, fell to -1.93 (-2 or below is 
required for an official buy signal). While this level falls just shy of 
an official buy signal, readings in the range of -1.9 or below tend 
to significantly tilt probabilities in favor of the market being near a 
short-term bottom.  

➢ Positioning: Is neutral across the board indicating we haven’t 
seen the bullish capitulation yet that typically marks the end of 
broader retraces. 

➢ Market Internals:   Credit spreads (LQDH), Cyclical vs Defensive, 
and Consumer Discretionary vs Staples continue to indicate that 
this is a correction within a broader bull trend.  

➢ Liquidity: Rising yields are what is driving stocks lower, not 
general risk off. 10yr yields are over 2std above their 12m 
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). 

➢ Breadth: Short-term breadth is weak and nearing deeply oversold 
levels that typically mark interim bottoms (should get there this 
week). While long-term breadth is weakening as well from neutral 
levels. Not what you want to see if you think we’re at the start of a 
new bull cycle. Long-term breadth is more reflective of our base 
case which is that we’re in a retracement within a broader cyclical 
sideways to down market (see slides 8 & 9). 

➢ Market Regimes: SPX, Qs, and Dow are in Blended Bull 
regimes, while small-caps are in a neutral sideways regime. 
Primary trend is up of though expect further downside over near-
term until technical evidence of a capitulation low.

https://youtu.be/6QO3RSajrZ4?si=b2LqORStv5Askgt6
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We don’t see a clear consensus to fade or a large mispricing to 
exploit – outside of course our largest position in uranium, which 
continues to perform quite well, though even this trend is arguably 
getting a bit ahead of itself in the short-term. 

We do see some big trades setting up, such as bonds and precious 
metals, though these will likely take some more time.

It looks as though we’re finally seeing the start of a capitulation 
selloff in bonds, which is something we’ve been waiting for. Our 
yield leads (slide 18) are diverging lower. Small spec positioning 
remains quite long though and ideally we’d see this cohort flip 
neutral to short. 

Our base case for the economy is that we dip into recession in Q1 
of next year. An accelerated rise in yields will hopefully be enough 
to cement the “higher for longer” consensus, while also leading to 
the inevitable tightening of conditions thus dragging on economic 
growth and setting things up for a major bottom in bonds. 

Precious metals have been coiling these past few months. 
Positioning has been taken down and they look geared up for 
another run to new highs. PMs often lead the major macro assets 
(bonds, stocks, USD) at significant turning points. I’ll be out with 
more on the setup this week.

As far as equities, we should expect more downside volatility this 
week with a bottom coming near the end of this week or early next. 
Probabilities still favor a resumption of the trend higher. But these 
aren’t strong odds, and we’ll adjust as the data says to do so. 

General Sentiment/Positioning Summary:

As traders and investors our job is not to predict the future, nor 
to always have a strong opinion and aggressive positioning. It’s 
simply to execute a time-tested system that allows us to make 
good risk-adjusted returns over the long haul. 

A big part of this job is to know when it’s time to double down. 
And more importantly, when it’s time to fold and wait for a better 
hand, a more opportune setup, a higher probability 
environment. 

For much of this year we were sitting at a decent table. Not 
perfect, but pretty good. The consensus recession narrative had 
clearly gotten well ahead of itself. And subsequently, 
positioning had priced in what we believed to be a very low 
probability future (ie, recession in 1H23’). 

This allowed us to perform okay year-to-date, up +15% while 
holding large amounts of cash and with low portfolio 
drawdowns. 

But as we’ve been discussing since late July, when our Trend 
Fragility and Nervous & Numb indicators triggered their first 
joint sell signals, the Narrative Pendulum has now swung to the 
opposite side of the spectrum. And it’s becoming clear that the 
“higher for longer” and “soft or no landing” narratives are 
gaining in popularity though we cannot yet call them 
consensus. 

As a result, the current market environment is not as conducive 
to aggressive trading. This is why we’ve been moving up stops, 
taking profits, and raising cash.

https://macro-ops.com/the-narrative-pendulum/
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Market Internals
Semis (SOX) vs SPX

Rate Hedged Corporate Debt (LQDH) VIX 3m/1m Curve

Cyclical vs Defensive & Discretionary vs Staples (equal weighted)  
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McClellan Oscillator (red line) is nearing -200 oversold level while breadth is oversold in both 

the 10 and 50dma which typically marks short-term bottoms (highlighted in green)



Long-term Breadth

NYSE New High-Low Oscillator Nasdaq New High – New Lows

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



S&P 500 Monthly 



S&P 500 Weekly



S&P 500 Daily 
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.
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.
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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 



Bonds: 10-year Futures Weekly



Bonds: 10-year Futures Daily



Bond/Yield Indicators
US Citi Economic Surprise Index & UST 10yr Yield QoQ%

CoT: Net Speculators zscore & 10yr Note

US Citi Inflation Surprise Index & UST 10yr Yield

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 EURUSD on pullback reversal at midline

• Short GBPUSD on pullback reversal at midline

• Long AUDUSD on double bottom confirmation

• Long Wheat on bottom confirmation

VBO/FVBO & Technical Setups:

9/16/2023 19



COPYRIGHT 2023 MACRO OPS -- ALL RIGHTS RESERVED 

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 Index Breadth: S&P 500, Nasdaq, Russell 300, Dow Jones
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US Sector Breadth: XLE, XLP, XLU, XLB
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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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