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“Overconfidence Index” highlights threat to bond market 

The sentix Global Investor Survey points towards mounting risk for German Bunds as the sentix Overconfidence Indicator’s 

+9 Points for the Bund-Future flashes warning signals. Comparable overconfidence levels have preceded market moves to 

the downside. 

The sentix Overconfidence Index (OCI) for German Bunds rises by +2 to +9 points and penetrates the upper boundary for the 

first time since April. High Overconfidence Index readings provide evidence that investors have strong general perceptions 

that the Bund-Future is trending. Trend focused investors tend towards complacency and overconfidence (for a detailed 

explanation of our indicator, please refer to the Background section). Moreover, investors tend to neglect risk and position 

management. In such situations, the majority of investors may be caught on the wrong foot by sudden market movements. 

 

Based on the sentix time series, strong perceptions that the Bund-Future is trending, as present in 2011, 2012 and 2015, 

precede downside corrections in the Bund-Future price (refer to the chart). Based on our statistical analysis, the German 

Bund-Future has dropped on average 1,5% within four weeks, every time the sentix OCI had reached +9 points.  
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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 probability, in turn, rises for a price movement 

against the trend as investors tend to accumulate excessive positions. 

The OCI is calculated from the price movements of the corresponding financial market. It formally reflects how often prices 

have risen or fallen in the proximate past. The higher the index, the more often prices have increased recently on a weekly 

basis. The lower the index, the more often prices have fallen. Figuratively, one could speak of a coin toss for which the indi-

cator records how many times head or tails comes up. 

The OCI then illustrates the following: When one side of the coin comes up very often players would – after a while – doubt 

the fairness of the coin. They would believe that it is biassed. And things are quite similar in financial markets: If a market 

shows, for instance, significantly more price increases than decreases, investors may think the market is biassed and, thus, 

displays a trend – while a trending market is assumed to be much easier to forecast. Consequently, the subjectively felt 

confidence grows, and overconfidence arises among investors. This tends to lead to investors building up excessive posi-

tions. 

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 a strong trend-perception phase and, thus, for a relatively high degree of complacency and 

overconfidence. The potential for a price movement against the trend then depends on the already accumulated investors’ 

positions. 

The time series for the sentix Overconfidence Indices go back to June 2001. 

The latest sentix, Global Investor Survey was conducted from 28-July-2016 to 30-July-2016. 989 individual and institutional 

investors took part in it.  

 

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 indi-

vidual investors) about their expectations for financial markets as well as for economic developments and their portfolio 

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

sentix surveys offer the rare combination of a large 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 Behavioral 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 this is permitted by law. 

 

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 have an adverse effect on 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 on the basis of the depicted 

opportunities and risks, investors must individually assess – on the basis of their own 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 contract or for 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 assume 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 inappropriately 

on the basis of 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 transactions 

in equity and other financial instruments which the data and services refer to. They do this both in their own names and for their own 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 property of the sentix GmbH and are copyrighted. The sentix GmbH reserves its right to inflict penalties for the 

unauthorized usage of data and services, especially unauthorized commercial use. A reproduction or subsequent processing of website elements, analyses, data or services 

in electronic, written or other form is prohibited without prior consent by the sentix GmbH. Analyses that are only available in the secure customer area may not 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 other 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 are 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 

 


