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Margin Debt at Extremes

Last Tuesday | looked at the classic warning sign nicknamed "The Buffett
Indicator." It was total stock market capitalization divided by GDP. That
shows when stocks are overvalued relative to the whole economy, and boy
are they... and the most ever! More than 2021, and way more than 2000 and

2007.

Margin Debt Growth Hits Extreme Levels for First Time Since May 2007
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1 Month Later 3 Months Later 6 Months Later 9 Months Later 10 Months Later 11 Months Later 1 Year Later
1959 April 1.89% 5.07% 0.12% -3.44% -2.55% -3.91% -5.59%
1972 June 0.23% 3.18% 10.18% 4.09% 0.16% 2.04% -2.69%|
1983 June -3.03% -0.94% 1.62% 5.05% -4.53% -10.19% -8.63%|
2000 February 9.67% 3.97% 11.07% 3.771% -3.38% -0.03% -9.26%|
2007 May 1.78% -3.70% -3.23% -13.07% -13.58% -9.48% -8.51%
2025
Average: 1.40% 1.52% 3.26% -4.25% -4.84% -5.13% -6.93%
% Positive: 60% 60% 40% 20% 0% 0% 0%
Source: https://www.fool.com/investing/2026/01/25/sp -500-forecasting-tool-flash-warning-wall-street/ www.hsdent.com

This indicator is one of the most obvious: Margin debt, or how much investors
are borrowing to speculate in stocks, adding leverage to an already greatly
overstretched market. This chart shows that the growth in margin debt is
finally at the level that has triggered major stock corrections in the past. It



got very close in late 2021, but not quite to this more proven level. And this
will only get worse until stocks do finally crack.

The end should be near... Just another "Brick in the Wall!"

Harry

Got a question or comment? You can reach us at info@hsdent.com.
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