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Wouldn’t it be wonderful if there was a reliable method 
for determining when the stock market was about to 
change direction in a broad and meaningful way? Whether 
the directional change would be a move lower after an 
uptrend or a move higher following a drop, getting a 
heads up on a potential reversal would be the holy grail 
of financial forecasting. Unfortunately, despite centuries 
of diligent effort, accurately forecasting where markets 
might be headed next remains an unfulfilled dream.

While we don’t have a way of precisely forecasting market moves, 
we don’t have to operate completely in the dark either. There are 
indicators that do provide clues about how a given market might 
behave going forward. Metrics that track investor sentiment are an 
example of a widely used tool to help identify a possible change in 
trend. 

Sentiment indicators attempt to measure the mood of investors 
whether they are hopeful, optimistic, or even euphoric vs. fearful, 
pessimistic, or despondent. It has been observed that extremes in 
mood whether it be euphoria or despair are often associated with a 
reversal in the prevailing trend of the market involved. 

To capitalize on this potentially valuable information in the equity 
market, JAG has constructed an indicator that combines data 
from Investors Intelligence, the American Association of Individual 
Investors (AAII), and Market Vane. Each of these services gathers 

information from different groups of market participants. The 
Investors Intelligence service distills recommendations from 
over 100 independent investment newsletters and reports the 
percentage that they deem are bullish, bearish or in the correction 
camp. The AAII data is based on responses provided by members 
to an online survey. Market Vane provides a number they call the 
Bullish Consensus that gauges the mood of futures traders. 

JAG collects and combines data from these three sources on a 
weekly basis to calculate the JAG Sentiment Index. The result is a 
data series that oscillates between lows in the single digits to highs 
in the 35-40 range as shown in Chart 1. As is the case with nearly 
all indicators interpreting the chart requires a certain amount of 
judgement. However, we do have a general rule that presumes high 
readings, those above 30, indicate excessive optimism that could 
lead to stocks reversing lower. Conversely readings less than 10 
indicate an elevated level of fear that sometimes precedes a low in 
price. We’ve observed that low readings tend to be a more reliable 
sign of a move higher than high readings are of a move lower. 
The important point is: the extreme readings often have the most 
potential value. 

Summary 
The current investment backdrop is reminiscent of the old 
Chinese curse, “May you live in interesting times.” Between 
inflation at 40-year highs, a hawkish Fed, a horrific war in 
Ukraine, a sharp correction in many growth stocks, and news 
of a COVID-19 surge in China, there is a veritable hailstorm of 
bad news rolling through the markets. At some point, most of 
these headwinds will be priced in. One way to identify potential 
inflection points is to examine investor sentiment. A metric JAG 
uses to gauge sentiment fell to an oversold extreme on 3/11. 
Similar readings in the past have preceded upside reversals in 
stock prices.

Chart 1: JAG Sentiment Index - 10 Week Summary
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Table 1: JAG Sentiment Indicator

While the JSI is not the holy grail, we do think it provides helpful 
clues about potential inflection points in stock market trends. We’ll 
be watching closely to see if the latest low JSI reading does mark a 
turn higher in stock prices.

JAG’s investment approach helps us identify great 
companies that can capitalize on durable sector and 
industry-specific trends and opportunities. We welcome 
your comments and questions any time!

– Mike Buck, CFA®, JAG Investment Team

With that in mind we’d like to highlight the low reading of 6.60 
the JAG Sentiment Index (JSI) recorded on 3/11/2022. This reading 
is in a range that has been associated with market lows of varying 
significance in the past. In Table 1 we show how the S&P 500 
has performed over various intervals following low and high JSI 
readings. As the table shows, on average stocks have tended to 
perform better following low readings vs. high readings. Based on 
this evidence we think stocks could experience a respite from the 
recent selling pressure they have endured.

Date JSI 10 days 20 63 126 252 Date JSI 10 days 20 63 126 252
10/5/1990 5.64 0.3% 0.1% 1.3% 21.6% 22.4% 4/12/1991 35.26 -0.4% -1.2% 0.0% 0.0% 5.3%

5/6/1994 5.85 1.6% 2.5% 2.1% 4.5% 16.1% 1/1/1993 33.50 0.3% 0.7% 3.3% 3.1% 7.6%
10/9/1998 4.53 8.8% 15.9% 28.4% 37.1% 35.6% 3/31/1995 36.95 1.1% 2.7% 8.8% 16.7% 28.9%
7/26/2002 3.62 6.5% 10.3% 3.5% -0.6% 16.8% 7/18/1997 34.15 3.5% -1.6% 4.4% 5.0% 29.4%
5/20/2005 7.27 0.7% 2.3% 2.6% 4.5% 6.1% 1/21/2000 33.96 -1.2% -6.6% -0.5% 2.7% -6.8%
1/25/2008 7.68 0.1% 3.1% 5.1% -5.5% -37.1% 1/11/2002 33.56 -1.1% -2.9% -3.8% -19.9% -19.1%
10/7/2011 4.36 7.2% 8.5% 10.8% 17.6% 26.0% 6/11/2003 36.56 -2.2% -0.9% 1.3% 6.3% 13.9%
10/2/2015 4.32 4.2% 6.6% 3.1% 4.8% 10.8% 1/15/2010 36.02 -4.1% -3.6% 5.4% -5.7% 13.8%

12/28/2018 5.68 3.9% 6.2% 15.3% 19.3% 29.6% 12/24/2010 34.99 1.2% 2.7% 4.5% 0.9% -0.2%
3/20/2009 11.57 9.6% 8.3% 19.9% 39.0% 51.7% 3/2/2012 34.10 2.5% 2.8% -6.7% 2.2% 12.5%

5/1/2020 6.77 1.2% 7.9% 15.6% 16.9% 48.1% 2/8/2013 34.89 -2.0% 2.5% 7.6% 11.4% 18.6%
3/11/2022 6.60 ? ? ? ? ? 12/27/2013 33.61 -1.2% -2.7% 1.7% 6.5% 13.5%

1/13/2017 36.00 0.3% 2.4% 3.3% 8.1% 22.1%
11/17/2017 33.25 2.3% 4.3% 4.7% 5.6% 4.3%
12/11/2020 34.18 2.0% 3.8% 8.2% 15.9% 27.4%

Average 6.16 4.0% 6.5% 9.8% 14.5% 20.6% Average 34.73 0.1% 0.2% 2.8% 3.9% 11.4%
Median 5.77 3.9% 6.6% 5.1% 16.9% 22.4% Median 34.18 0.3% 0.7% 3.3% 5.0% 13.5%

Max 11.57 9.6% 15.9% 28.4% 39.0% 51.7% Max 36.95 3.5% 4.3% 8.8% 16.7% 29.4%
Min 3.62 0.1% 0.1% 1.3% -5.5% -37.1% Min 33.25 -4.1% -6.6% -6.7% -19.9% -19.1%

% > 0 91.7% 91.7% 91.7% 75.0% 83.3% % > 0 53.3% 53.3% 73.3% 86.7% 80.0%
Source: JAG Capital Management

S&P 500 performance # of days after oversold reading
JAG Sentiment Indicator JAG Sentiment Indicator
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About JAG
JAG Capital Management (JAG) actively invests for institutions and individuals in highly selective, 
customizable, and nimble equity and fixed income strategies. JAG is a boutique, independent, 
employee-owned investment management firm with offices in St. Louis and Chicago.

Disclosures
These comments were prepared by the staff of JAG Capital Management, LLC, an SEC-registered investment 
adviser. The information herein was obtained from various sources believed to be reliable; however, we do not 
guarantee its accuracy or completeness. The information in this report is given as of the date indicated. We 
assume no obligation to update this information, or to advise on further developments relating to securities 
discussed in this report. The opinions expressed are those of the adviser listed above as of the date of this report 
and are subject to change without notice. The opinions of individual representatives may not be those of the 
Firm. Additional information is available upon request.

The information contained in this document is prepared and circulated for general information only. It does 
not address specific investment objectives, or the financial situation and the particular needs of any recipient. 
Investors should not attempt to make investment decisions solely based on the information contained in this 

communication as it does not offer enough information to make such decisions and may not be suitable for 
your personal financial circumstances. You should consult with your financial professional prior to making such 
decisions. For institutional investors: JAG Capital Management, LLC, has a reasonable basis to believe that 
you are capable of evaluating investment risks independently, both in general and with regard to particular 
transactions or strategies. For institutions who disagree with this statement, please contact us immediately. 
Past performance should not be considered indicative of future performance. Any investment 
contains risk including the risk of total loss.

This document does not constitute an offer, or an invitation to make an offer, to buy or sell any securities discussed 
herein. J.A. Glynn & Co., JAG Capital Management, LLC, and its affiliates, directors, officers, employees, 
employee benefit programs and discretionary client accounts may have a position in any securities listed herein.

Investment Team

Norm Conley
CEO & Chief Investment Officer

Mike Kimbarovsky
Managing Director &  
Portfolio Manager

Mike Buck, CFA®

AVP, Quantitative Analyst
Roberta Maue
SVP, Director of Equity Trading & 
Portfolio Operations 

Nico Falkinhoff
Associate Portfolio Manager &  
Equity Research Analyst

George Margvelashvili, CFA®

Equity Research Analyst
Tucker O’Neil
Junior Equity Research Analyst

John Krueger
Junior Equity Research Analyst


