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Historical signals - Financial crisis greets! 

In summer 2007, the world of investors was still in order. Equities should rise, interest rates should also rise - and 

problems such as the looming subprime crisis are best ignored. This recipe for success proved to be a capital failure. 

Are investors currently making another historic mistake? The danger that show the sentix overconfidence indices, exists 

at least. 

If markets move in only one direction over a longer period of time, investors get the impression of a "biased" market envi-

ronment. All you have to do is to continue and participate in the prevailing trends. We test such one-sided perception with 

the sentix overconfidence indices. These are not derived from the sentix survey, but are calculated using a formula that 

measures the one-sidedness of market movements. The value range of the indicator varies from -13 to +13. 

Values of more than +7 signal a dangerous overconfidence, i. e. overestimation of the prospects by investors. Risks increase. 

Values below -7, on the other hand, indicate "underconfidence", i. e. an underestimation of the outlook. 

 

sentix Overconfidence Index US equities (large caps) 

Investors take the market to be very bullish and, as the banks' forecasts for 2018 show, this trend is eagerly prolonged into 

the future. 
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For US bonds, however, the world looks different. The value here is -7, which means that it seems clear to investors at pre-

sent that bonds are clearly the worse choice. 

Looking at the gap between the equity and bond indicator value, this is currently 16 points. It's an all-time high. This is be-

cause the extreme values of equities and pensions that are achieved at the same time are quite rare. Strictly speaking, 

sentix has only once in its history measured a value of 16 as the difference between equity and bond overconfidence. 

And that was in June 2007, on the eve of the financial crisis! 

The rest is history. This excessive stock market confidence relative to bonds was severely punished in the following two 

years. Stocks lost massively relative to bonds. It doesn't have to be that bad this time. Similarly high values in the indicator 

led to lower equity losses relative to bonds. Incidentally, the absolute direction of stocks and bonds is thus not fixed. The 

indicator indicates relative performance. 

Investors who are interested in investing in the US market should not simply continue to follow existing trends. That would 

be "overconfident", but certainly take into account for 2018 that stocks are not as unattached as they currently seem! 

 

sentix Overconfidence Index US equities to US bonds (spread) and relative performance S&P500 to US bonds (7-10 years 

residual maturity) 
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Background 

The sentix Overconfidence Index (OCI) shows how probable it is at a given point in time that price behaviour in a market is 

perceived by investors as a trend. The higher this probability, the stronger the case for investors becoming overconfident 

regarding their forecasting skills. In a situation of overconfidence the likelihood, in turn, rises for a price movement 

against the trend as investors tend to accumulate extreme positions. 

The sentix Overconfidence Index can fluctuate between -13 and +13 points. Readings below -7 or above +7 indicate a high 

probability of investors being in an active trend-perception phase and, thus, for a relatively large degree of complacency 

and overconfidence. The potential for a price movement against the trend then depends on the already accumulated in-

vestors’ positions. 

The latest sentix Global Investor Survey was conducted from 7th to 9th December 2017 with about 1.000 retail and insti-

tutional investors participating. 

 

 

About sentix 

sentix is the pioneer and leading provider of sentiment analyses (behavioural finance) in Europe. Since 2001 sentix surveys 

on a weekly basis around 5.000 investors from over 20 countries (comprising over 1.000 institutional and almost 4.000 

individual investors) about their expectations for financial markets as well as for economic developments and their port-

folio actions. The sentix survey results are representative of a broadly diversified group of investors. 

sentix surveys offer the rare combination of a vast number of participants, high quality and an outstanding speed with 

which information is gathered and passed on. All sentix indices are regularly accessible for sentix data clients just about 

one day after the close of each poll – via the sentix website or Bloomberg. sentix clients thus can use sentix data almost 

in real time to further improve performance. 

sentix GmbH was founded in 2001 and today represents the basis for all the services the sentix group offers to its clients 

in the field of Behavioural Finance. 
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Disclaimer 

Important information concerning liability, compliance, protection of investors and copyright 

 

This information is meant only for distribution in countries in which law permits this. 

 

This analysis is for information purposes only and (i) does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or 

subscribe for any financial, money market or investment instrument or any security, (ii) is neither intended as such an offer for sale or subscription of or solicitation of 

an offer to buy or subscribe for any financial, money market or investment instrument or any security nor (iii) as an advertisement thereof. The investment possibilities 

discussed in this report may not be suitable for certain investors depending on their specific investment objectives and time horizon or in the context of their overall 

financial situation. The investments discussed may fluctuate in price or value. Investors may get back less than they invested. 

 

Changes in rates of exchange may hurt the value of investments. Furthermore, past performance is not necessarily indicative of future results. In particular, the risks 

associated with an investment in the financial, money market or investment instrument or security under discussion are not explained in their entirety. 

 

We assume no liability for the information contained in this analysis. The analysis is no substitute for personal investment consultation. Even by the depicted opportu-

nities and risks, investors must individually assess – by their personal investment strategies, their financial, legal and fiscal situation - whether an investment in the 

financial instruments depicted here is sensible for them. As this document is in no way a direct investment recommendation, this document or parts of it should not 

be used as the basis for any conclusion of the contract or any commitment to obligations of any kind. Investors are asked to contact the investment analysts of their 

banks for individual investment advice and other individual explanations and advice. Neither the sentix GmbH nor any of its managing directors, employees or other 

persons assumes liability for losses or damages caused in connection with the use of this document or its contents. 

 

The sentiment analysis is made available via the internet to those sentix participants of which is assumed that they do not base their investment decisions inappropri-

ately by this analysis. 

Statements or conclusions made through data or services do not include warrants or guarantees for future market or price changes. The opinions and assessments 

expressed therein can change without prior notice. 

 

The sentix GmbH explicitly points out that both the sentix GmbH, its legal agents as well as their employees (in the following: the Involved) regularly conduct transac-

tions in equity and other financial instruments which the data and services refer to. They do this both in their names and for their accounts as well as in the name and 

accounts of third parties. Should the Involved have been involved in an emission of instruments for the finance markets in the past 12 months, this is separately 

indicated at the corresponding place. 

 

All rights of use for this analysis, its data and services are the property of the sentix GmbH and are copyrighted. The sentix GmbH reserves its right to inflict penalties 

for the unauthorised usage of data and services, especially unauthorised commercial use. Reproduction or subsequent processing of website elements, analyses, data 

or services in electronic, written or another form is prohibited without prior consent by the sentix GmbH. Analyses that are only available in the secure customer area 

may be quoted, neither in full nor in part. An exception to this are analyses, data or services which have been posted by the sentix GmbH via the press mailing list or 

which have been presented in another form for public propagation. 

 

This analysis must not – either in full or in part, regardless of underlying intent – be forwarded, reproduced or published. 

 

„sentix“ is a registered trademark of Manfred Hübner and Patrick Hussy. 

 

DAX, TecDAX, Xetra und Eurex have registered trademarks of the Deutsche Börse AG. Dow Jones EURO STOXX 50 is a registered trademark of the STOXX Limited. Other 

names of products and companies which may be mentioned in this publication could also be protected or be registered trademarks of other companies. 

 

ANALYST DECLARATION 

Neither in the past, present or future is the remuneration of the author linked – either directly or indirectly – to his or her recommendations or views expressed in this 

context. 

 

Responsible according to the press law: Manfred Hübner 

 


