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Bullish Excess, but no Sign of Imminent
Implosion

A recent advisory survey from Investors Intelligence highlights
there's an awful lot of bullishness in the market. These periods
historically lead to less favorable rewards for risk taken.

It may be different this time around, though. First, the chart and
then Investors Intelligence’s take on the indicator's status.

Difference: Bullish Advisors % less Bearish Advisors %: 27 Jan 2026
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“The bull-bear spread edged higher +46.1%, from +44.2% a week ago. This is the 37th positive
difference in a row and confirms the bull market remains intact. However, it is also the third
week in the +40-danger zone level. That was last shown for three weeks late Oct/early
Nov-2025. Danger increases the wider it gets. The spring 2025 decline resulted in eight
negative differences (more bears than bulls), with two weeks in Apr-25 at -11.0 or below. Those
were the first negative spreads since the fall 2022 lows. Negative differences signal diminished



risk and allow for broad buying the wider they get. Just before Thanksgiving it had narrowed to
+20.4%, which reflected diminished lower risk for longs.”

As Investors' Intelligence notes, the indicator is a long way from a safe-haven situation where
one can aggressively buy stocks hand over fist.

The last layup opportunity was during the Tariff smash about 10 months ago.
That said, it's also not given that the S&P 500 is simply going to implode due to bullish excess.

Why? Well, as | noted in this space before, the S&P 500 is historically top-heavy. The top 10
stocks account for about 40% of the index's weight. That blows away other excessive periods,
such as the Dot-Com Bubble.
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Exhibit 1: Weight in Top 10 Stocks in the S&P 500 Rose to Almost 40% in 2025
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Source: S&P Dow Jones Indices LLC. Data as of Dec. 31, 2025. Past performance is no quarantee of future results. Chart is
provided for illustrative purposes.

While this top heaviness increases risk, it's practically impossible for the S&P 500 to suffer
significant damage until those key stocks take a beating. The S&P 500 has become an index
driven by so few stocks, and those stocks matter entirely to the index's performance, that
methods of the past linking excessive bullishness to poor future stock returns are less effective.

When Al-powered stocks pull back, the S&P 500 will feel some pain. And of course, that will
happen at some point. As a result, 2026 creates better opportunities elsewhere.

Individual stock picking, which has been challenging in recent years due to the dominance of so
few stocks, will hit its stride again.

The average stock in the S&P 500 is a better relative value than the index-weighted version.
Small-cap stocks are likely to start pulling their own weight.

International stocks, and particularly emerging markets, still look attractive. | have highlighted in
this space before that the spread between international and U.S. stocks was too wide and that



the gap would close. 2025 was a great start and U.S. stocks were among the worst-performing
markets globally. There's still a good amount of meat on the bone for international stocks, given
years of underperformance relative to U.S. stocks.

When sentiment craters the other way, bearishness is excessive, and stocks are deeply
oversold, the risk/reward ratio favors buying aggressively. For now, a more thoughtful approach
will likely power returns in 2026.
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