
Macro Ops 

Play The Player Report

Playing the game of markets at the fourth degree 

and above… 
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Price drives sentiment until sentiment forms a consensus and then 
sentiment drives price. This is what we call the Narrative 
Pendulum. It’s why the market hurts most of the people, most of 
the time. And it’s why to win in this game over the long-term you 
have to zag when everyone else is zigging. You have to salmon it 
against the currents. 

But the thing about being contrarian is that it’s a very hard thing to 
do. The consensus narrative become consensus for a reason, it’s 
convincing. Nobody is immune to these narrative viruses. We’re 
cognitively wired to fall for them. We are ALL the dumb money.

Think back to the beginning of this year when everyone was 
predicting that we were in recession, and we were headed for a 
market crash. Druckenmiller, one of the GOATs, said on CNBC 
that he’d “be stunned if we don’t have a recession in 23’… I don’t 
rule out something really bad… we’ll be in a bear market for some 
time…”.

The SPX has run straight up 16%+ year to date…This game is 
hard. There is a way to play it and win though. And that is to have 
a system. An approach that immunizes your trading and investing 
to the siren call of the convincing story. A set of tools that make 
your decision-making process ruthlessly cold and calculating. That 
is what we aim to help you with at MO. 

This Play the Player report is a part of that. It’s our weekly meta 
analysis of where the market is offsides, what the consensus is 
saying, and where the good risk/reward trades are. Odysseus tied 
himself to his ship’s mast and plugged his men’s ears with wax. 
Similarly, we look at the same sentiment/positioning data each 
week and triangulate it with some qualitative color. Doing so helps 
us be less stupid and resist the alure of the compelling story.
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https://twitter.com/MacroOps/status/1276205912013840384
https://macro-ops.com/the-narrative-pendulum/
https://macro-ops.com/the-narrative-pendulum/


Our Trend Fragility (TF) indicator, a composite of sentiment and positioning 
data, triggered an official sell signal at the end of July. This was followed a few 
days later by a sell signal from our weekly Nervous & Numb indicator. The 
market shortly began its pullback soon after.

The question now is whether or not the top is in, does the correction have further 
to run, or is the selloff over and we move onto new highs? 

The data is fairly mixed but still favors the bulls. The TF score has dropped to 
37% (slide 5). This was a quick reversal indicating the bearish reaction function 
remains strong, which is positive. Our market internals are still supportive of the 
uptrend. Again, just look at Cyclicals vs. Defensives (slide 7). Breadth has 
weakened and we’ve just come out of a Bull Volatile regime so we should 
expect choppier, more volatile action in general. 

But all in all, we’re not yet seeing signs of risk-off. Rising yields seem to be the 
primary force weighing on stocks, so we’ll want to keep an eye on bonds. Our 
yield leads (slide 17) continue to diverge lower which suggests we’re getting 
closer to a major bottom in bonds (top in yields). We’ll want to see the run in 
crude peter out first though as that’s acting as fuel bond bears. At some point 
going long bonds and short stocks will be a nut making trade for the year. We 
just need to be patient and let the charts develop.

Some weeks the data enables us to have conviction. And some weeks we get 
weak opinions, weakly held. This week is the latter. But since the intermediate 
trend is up and our process confirms that trend, we want to stay mostly long. 

My guess is that as there’s a lot of talk about the weak seasonality for stocks in 
September, it’s likely the market finishes this month in the green. It’s the 
market’s Heisenberg principle as the more something is observed, the more it’s 
altered. At the same time, the general narrative appears to be turning more 
bullish (click on the video image to the right to watch a quick summary). 
Recession risk is being dismissed. Bonds are hated and stocks are loved (we 
can see this clearly in the positioning data on slide 19). 

We started the year with everyone bearish stocks, long bonds, and calling 
for a recession. Now everyone is long stocks, bearish bonds, and talking 
about strong economic growth. And since the play was to own risk at the 
start of the year it’ll likely be to sell risk going into the end of it. But 
current odds say we make new highs first before a top sometime in 
October, maybe? We’ll see… That’s at least where it seems things are headed. 
Until then, we’ll stick to our process and track the data.
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Popular Narratives: 
• Fed on hold in September

• Fed is nearly done tightening

• Buy and hold stocks 

• Buy the dip in tech (AI theme still very 
popular

• Energy Stocks are cool again

• Short the long end of the curve
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https://client.macro-ops.com/macro/
https://www.youtube.com/watch?v=EnwIeTf6T3o&t=5s


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

• Short Cocoa (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

• Short BTCUSD on breakdown confirmation
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Trend Fragility
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Market Internals
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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%20regime%20is%20a%20measurement,organized%20by%20Volatile%20or%20Quiet.&text=The%20SQN%20measures%20the%20average,and%20then%20square%20roots%20it.


Breadth Thrusts
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Liquidity

COPYRIGHT 2023 MACRO OPS -- ALL RIGHTS RESERVED 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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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
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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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