




Put/call ratios turning higher 
suggest that fear is building (or 
perhaps complacency is waning) 
on at least a short-term basis.



While December saw a buying
frenzy and a surge in ETF inflows, 
equity call activity did not reflect a 
spike a speculation like was seen 
in August (which looked like an 
echo of 2021).



Going back to the late-2020 
breakout, the S&P 500 has been 
in a broad sideways for over three 
years as the VIX has grinded
lower. The latest uptick has taken 
the VIX out of the complacency 
range, but there is no evidence of 
fear. 



Consensus Bulls have matched
the highest reading in over 6 
years.



Active investment managers
surveyed by the NAAIM have 
raised their equity exposure to 
the highest level since just prior 
to the 2022 peak in the S&P 500.



While it takes bulls to have a bull
market, extreme levels of 
optimism (like the new cycle high 
in the II Bull-Bear Spread) open 
the door to disappointment and 
price weakness.



Cyclical sentiment challenges 
come as investors remain over-
committed to stocks from a 
secular perspective. Household 
equity exposure appears to have 
peaked – in the past that has led 
to extended periods with little 
upside progress for stocks. 



The challenges presented by the
current household asset 
allocation mix is reflected in the 
relationship between exposure to 
non-equity assets and forward 
stock market returns. Liquidity 
remains near historically low 
levels and in the past that has 
been associated with sub-par 
stock market returns. 



The forward P/E ratio for the S&P
500 suggests stocks are expensive 
even if double-digit earnings 
growth estimates for the coming 
year turn out to be realistic.



For 30 years there was a close
and reliable relationship between 
consumer sentiment (based on 
the University of Michigan survey) 
and investor positioning. That 
relationship has been broken in 
recent years. While consumer 
moods may be sour, they have 
not abandoned stocks and moved 
to cash.



A scatter plot of the relationship 
between consumer sentiment and 
equity exposure shows the 
positive relationship that has 
existed historically and how 
recent readings have deviated 
from his pattern. 


