
 

Rational but Exuberant? 
I saw a recent chart, posted below, from an ISI survey showing a 
record level of bullishness on stocks at current levels. 

The title of the chart is “Rational, but Exuberant Nonetheless…” 

I don't know what's so rational about that. 

The trends are positive, and the trend is your friend. Stocks could 
push higher. 

But the risks are elevated here. 

 



Specifically, 76% of ISI’s clients expect the next 10% move in the S&P 500 to be up.  

This is the highest percentage since at least 2018. 

Sentiment is clearly too bullish. Here’s the Bulls / Bears spread from Investors' 
Intelligence. It’s at 44.5%. Anything above 40 is considered the “danger zone”. 

Of course, nothing is perfect. There is no magic formula. As you can see from 
eyeballing the chart, the market can still trend higher even with levels above 40%. 

Often for months. But then a good old ass-kicking comes along, and those gains are 
wiped out.  

 

Then the pendulum swings the other way. When the ratio reaches -10%, I perk up and 
start buying. The lower it goes, the more I buy.  

I've marked those levels in red above. We are far from those levels, so in the meantime, 
I prefer to sit on my hands.  

But that’s my plan. It’s in place. And, I’m sticking to it! 
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