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April 29, 2022 

 

More Sellers than Buyers 

 

Since the intraday high last Thursday through Thursday morning of this week, the S&P 

500 declined by about 7%.  The reasons cited for the sell-off are Russia/Ukraine war, 

inflation, interest rates, hawkish Fed, Covid in China, etc.  In other words, nothing new 

explains the sudden decline in the S&P 500 other than there have been more sellers 

than buyers. 

 

 
 

When the stock market comes under stress, we look to the bond market for confirmation 

that investors in other important asset classes are equally anxious.  To measure anxiety 

in the bond market, we look at the interest rate spread between non-investment grade 

corporate debt and short-duration U.S. treasuries.  When the spread between these two 

rates exceeds 5% and is rising, the bond market is signaling that it is worried.  Today, 

the spread is about 3.9%, below where it was in mid-March.  For now, the bond market 

is not confirming the pessimism of the stock market. 



 
Earnings season is underway and does not explain the recent market weakness.  

Through Thursday morning of this week, 38% of S&P 500 companies have reported 

with 74% beating 1Q earnings and 68% exceeding revenue estimates.  Earnings have 

surprised to the upside by 3.8%.  For companies that have reported so far, 1Q revenue 

growth is around 11.3% y/y. 

 

Interest rates (U.S. treasury rates) are lower today than where they were last Thursday.  

There is a significant amount of evidence we are at, or near, peak inflation.  Russia’s 

invasion of Ukraine continues to go poorly for Russia and expand and solidify western 

opposition to the war.  The Fed’s hawkishness has been steadily projected by the Fed 

and expected by the financial markets for the past two months. 

 

There are times when market depreciation is best explained with the statement that 

there are more sellers than buyers.  One of the largest sources of stock buying has 

come from corporations buying their stock back.  Roughly 60% of S&P 500 companies 

are currently in earnings blackout and prohibited from buying back stock. 

 

Conversely, when we talk to the traders on institutional trading desks about trade flows, 

they are seeing more sellers than buyers.  According to the American Association of 

Independent Investors (AAII) investment sentiment survey, bearish sentiment is now at 

the fifth highest level it has been since the inception of the survey in 1987. 



 
The sentiment chart above also shows how when bearish sentiment has been this high 

in the past, the S&P 500 return has been positive over the next twelve months ranging 

from up 13.5% to up 55.8%. 

 

From a technical standpoint, the market decline of the past week eliminated the upward 

momentum of the stock market.  For trend following investment strategies, the loss of 

bullish momentum is temporarily bearish.  The Delta Market Sentiment Indicator (MSI) 

fell below 50 this week but remains in the +/- 3% range of the trading threshold.   

 

Let Us Help You Position Your Portfolio – Give Us a Call Today 

 

We have unique and sophisticated investment methods that seek to capture the stock 

market’s gains while minimizing drawdowns in bear markets. If you would like to learn 

more about how we manage money, we invite you to give us a call at (415) 249-6337, 

visit www.deltaim.com or email us at info@deltaim.com. 
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Pursuant to the provisions of Rule 206(4)-1 of the Investment Advisors Act of 1940, we advise all readers to recognize that they should not assume that 

recommendations made in the future will be profitable or will equal the performance of past recommendations.  This publication is not a solicitation to 

buy or offer to sell any of the securities listed or reviewed herein.  The contents of this letter have been compiled from original and published sources 

believed to be reliable, but are not guaranteed as to accuracy or completeness.  Nicholas Atkeson and Andrew Houghton are also principals of Delta 

Investment Management, a registered investment advisor.  Clients of Delta Investment Management and individuals associated with Delta Wealth Adviser 

may have positions in and may from time to time make purchases or sales of securities mentioned herein. 
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