
Rising Fear Assets Signal danger 

“The only thing we have to fear is fear itself” Franklin D Roosevelt 

When we analyse World Assets, some can be considered to be Greed Assets and 

others Fear Assets.  The first typically do well in bull markets and bubbles. The 

second outperform in bear markets and crashes.  In a bull phase we would expect 

cash and inverse equities, or short selling, to perform badly. When we rank the 

trend strength of all asset classes into quintiles, from strongest to weakest, these two 

assets would rank at the bottom of the weakest quintile. As time evolves, and the bull 

phase becomes mature, they will slowly move up the ranking order.  This is like a 

“heads up” signal, but not the sign of a top.  Once they rise into the strongest 

quintile, however, they are signalling danger.  We have made an indicator out of this 

process and show it expressed in terms of US dollars. 

 

 

 

 

 

 

 

 

 

 

 

 

You will observe from the chart above, the first time the Fear Indicator crossed 

upwards through the trigger line was in September 2000 and the next cross upwards 

was in March 2008. By studying the S&P 500 Index overlaid, we can see that this 

occurred just after the top of the markets and was followed by a steep bear move 

in US Equities. The third time this happened in late 2010, the signal failed, but for a 

very good reason. The Fed came in with massive Quantitative Easing designed to 

prevent an equity market meltdown.  It worked and a modest weak bull period 

followed.  The next time this happened – in 2012 – another round of Quantitative 

Easing was initiated. 

Troublingly, the same signal has emerged again. However, it is widely expected that 

the Fed will not do any more QE and instead remains on course to raise rates this 

year. As long as they do not deviate from this policy, the signal is negative for 

the market.  It clearly shows that investors are no longer being punished for 
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holding excess levels of cash, and those that sell short are better placed than a 

year ago. 

Fear assets in dollar portfolios are winning now so either we are in the beginning of 

the end of the US equity bull market or the throes of the bear market. In any case, 

the indicator is signalling that the risk-reward of investing in US equities has 

deteriorated significantly and investors should be risk averse if not actually 

afraid. The question is whether the Fed and other Central Banks can come up with 

other reflationary alternatives – even if they are called something other than QE? 

On a final point, in the “Old Normal”, Government Bonds would be classed as Fear 

Assets as they were widely regarded as the safest asset available. However in the 

“Brave New World”, post QE, this asset class has now become so distorted that 

it may well be the most dangerous asset class of all. We continue to include them 

in the Fear Indicator, but may have to drop them if they no longer preserve capital for 

investors. 
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Exclusive CNBC Interview: “Rising Fear Assets Signal Danger” 
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Number: 2296619, registered in England with Registered Office Address 20-22 Bedford Row, London WC1R 4JS. 
The ECU Group plc is authorised and regulated by the Financial Conduct Authority (FRN 153704). 

 
This research document is formulated by the Global Macro Team of The ECU Group plc, and is intended only for 

Professional Investors. The opinions, estimates and projections in this report constitute the current judgement of 

the author as of the date of this report. They do not necessarily reflect the opinions of The ECU Group plc and may 

be subject to change. The views in this report are based upon information from sources, which the author believes 

to be reliable at the time of publication and is not to be construed as a representation by The ECU Group plc. Prices 

and availability of financial instruments also are subject to change. This report is provided for informational 

purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any 

investments or financial instruments or to participate in any particular trading strategy in any jurisdiction in which 

such an offer or solicitation would violate applicable laws or regulations. 

The markets or financial instruments discussed in this report may not be suitable for all investors and investors 

must make their own investment decisions using their own independent advisors as they believe necessary and 

based upon their own specific financial situations and investment objectives. If a financial instrument is 

denominated in a currency other than an investor’s currency, a change in exchange rates may adversely affect the 

price or value of, or the income derived from, the financial instrument, and such investor effectively assumes 

currency risk. Furthermore, income from an investment may fluctuate and the price or value of exchange rates and/ 

or financial instruments described in this report, either directly or indirectly, may rise or fall. 

The ECU Group plc discloses any interests, financial or otherwise, and any conflicts of interest or potential conflicts 

of interests, which could reasonably be seen to impair the objectivity of any research publications. This note is 

provided in accordance with s.54(1) of The Financial Services and Markets Act 2000 (Regulated 

Activities) Order 2001, which provides that the giving of advice in this way is neither that of: (a) the regulated activity 

of giving advice; nor (b) leading or enabling persons to buy, sell, subscribe for or underwrite securities or 

contractually based investments. 

Past performance is not a reliable indicator of future results, and should not therefore form the basis of a decision 

whether or not to invest in any market or financial instrument mentioned herein. For reprints, additional copies, or 

for permission to use any of the content of this research material please contact your account manager at The ECU 

Group plc or emailresearch@ecugroup.com. 

This document may not be reproduced, redistributed or copied in whole or in part for any purpose. Neither this 

document, nor any copy or part thereof, may be distributed in any other jurisdictions where its distribution may be 

restricted by law and persons into whose possession the material comes should inform themselves about, and 

observe, any such restrictions ECU expressly reserves all rights in connection with its intellectual property, 

including without limitation the right to block the transfer of its products and services and/or to track usage thereof, 

through electronic tracking technology, and all other lawful means, now known or hereafter devised. ECU reserves 

the right, without further notice, to pursue to the fullest extent allowed by the law any and all criminal and civil 

remedies for the violation of its rights. 
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