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This Week’s 
Rob Rants 

Investing: A Skill, Or More Like The Metaverse? 

 

So, how do you like this stock market? Pretty easy, huh? Just buy an S&P 500 Index fund, then start living your ideal 

retirement lifestyle…even if you’re in your 40s. After all, over the past 10 years through last week, what people generally 

think of as “the market” has returned a whopping 16.3% a year plus dividends. That’s the highest return since just before 

the Dot-Com Bubble burst, and around where it peaked prior to the 2020 pandemic stock market crash. And that’s the 

point. 

You see, at times like these (and maybe always), people believe what they want to believe. Whether it's who they trust, 

who they elect or what they invest in (don’t worry, I’m not going near that proverbial “3rd rail” of politics, not now, not 

ever in this space). Believing what you want can take you on a journey into something that rivals the Metaverse, where 

 



the reality is that you are not experiencing reality, but that it feels real to you so it might as well be reality. OK, so that’s 

my definition. I’ll admit I haven’t studied up on it just yet . Facebook just changed their name to Meta less than a month 

ago, so bear with me. 

After a decade like the one we just had, evaluating your investment results in the public financial markets (stocks, bonds, 

currency, commodities and, well I guess Crypto, too) can be very tricky. And by tricky, I mean you can trick yourself 

into what investment skill really is. By no means am I saying that someone who invested all of their money in the S&P 

500 Index a decade ago was lucky. That is, unless they are risk-averse and just happened to skate through a decade where 

risk appetite was rarely tested, and for short periods of time when it was. 

That’s the past, so let’s focus on today and the future. After all, the only thing about any past performance that one can 

guarantee is this: it's too late to get it, it's in the past. But after 10 years of the S&P 500 Index outperforming most active 

strategies, bonds, value-oriented strategies, and most foreign markets, this seems an ideal time to think hard about what 

will impact your wealth going forward. I’m here to tell you that if you overplay your belief in what constitutes investment 

“skill,” you are setting yourself up for a rough next decade. Because while we can’t predict the future, we can size up the 

present, and learn from the past. 

And, simply looking at which investments performed best, and equating that to the skill of the strategy or person running 

it is not an evaluation of skill. It is more about what the market environment favored during that time period. For instance, 

if small cap stocks dominate large cap stocks for a while, you’d expect the “best performers" leader board to be filled with 

small cap funds. 

This is where many companies unintentionally hurt their 401(k) participants. They offer a small number of investment 

funds to choose from, and the employee does what comes naturally to humans: they pick the one that just did the best, 

before they owned it. It is not human nature to be contrarian. If it were, the odds-makers in Vegas would have a much 

tougher time. 

Picking a couple of high-flying stocks and having them double in a month? Not skill. Investing in index funds during a 

bull market? Not skill. Doing anything as an investor without truly being able to explain to yourself, much less others, 

what process and consistent, repeatable approach led you to choose those investments at this time? Not skill. 

So, what about investing requires skill? Simply put, managing investment risk requires skill. So does earning strong 

returns from the stock market by following a process that works well when the wind is at your back, but doesn’t ruin all 

of your accomplishments when the wind direction changes. 

Put another way, I would say there are 3 investments that most investors do not need to pay someone a fee to own for 

them: S&P 500 Index funds, Nasdaq 100 Index funds, and Bitcoin. Those 3 investments are probably better-known to 

many people than who their U.S. Senator is. And given the relative progress of the past 10 years, can you blame them? 

That reminds me of a famous quote by Babe Ruth. In 1930, Ruth signed a contract with the New York Yankees that paid 

him $80,000 that year, more than what President Herbert Hoover made. When a reporter asked Ruth if he was worth it, 

Ruth simply responded, “yes, I had a better year.” 

Over the course of one’s retirement, and in the decade leading up to it, there is nothing more important to an investor than 

a clear, non-emotional risk-management process. Because the past 10 years have not been anything close to average. The 

S&P 500 and Nasdaq have had roughly double their typical returns, setting up the possibility that the next 5-10 years will 

not resemble what we just saw. 

The good news is that while the S&P 500 and Nasdaq have literally become household names to investors, those indexes 

mask underperformance, and even potential long-term value in other market areas. I suspect this will become more visible 

into 2022. And, with bond investing reduced to nothing more than a way for financial advisors to get paid for delivering 

low or negative returns, this puts a premium on…you guessed it…risk-management. 



And, lest you equate risk-management with “not making money,” nothing could be further from the truth. The reason we 

manage risk with a tight leash is specifically BECAUSE that is often what produces the best returns over time. In other 

words, if markets are anything but a blowout bull market (like we’ve had), the higher-percentage approach to earning 

solid returns is driven by how you manage risk. 

So, how do you manage risk? That’s what we bring to you every week at Sungarden Investment Publishing (SIP). We do 

it in various forms, from our free high-level information on The Dash section of SungardenInvestment.com, to our market 

climate, MOFO and ROAR summary information in our Research subscription, to watching how I manage risk while 

pursuing return, trade by trade, in my own retirement account in our Portfolio level subscription. 

Whether you are learning portfolio risk-management from us or from elsewhere, remember this: investment 

management IS risk-management. It’s a skill, and it is not installed in our brains at birth. It takes some effort to learn, 

then master. Everything else is not skill, it's simply riding the wave. And all waves eventually succumb to gravity. 

Consider that, while the media headlines about “new all-time highs” continue to blare. Come to think of it, that gives me 

an idea for next week’s Rob Rants… 

 

This Week’s 
Chart Me A Story 

If we wanted to show you a series of so-called stock market “factors” with misleading names, we could fill this week’s 

newsletter, next week’s newsletter, and probably next year’s as well. Risk-management is less about what you invest 

in, and more about how you invest in it. That’s why we show our ROAR chart every week, to summarize how much 

offense and defense, and renting versus owning of stocks and sectors makes sense at the current time. With the idea of real 

risk-management versus “sounds like” risk-management now fresh in your mind, let’s scan a few charts. 

Low Volatility? Really? 

 



This is one of many such ETFs designed to make investors think that some corners of the stock market are something akin 

to “safe.” No such thing. As you can see, this ETF hovers just barely above its price of almost 2 years ago. That’s because 

it did what nearly all stock segments do in harsh selloffs. They lose years’ worth of value. Then, they recover, and are 

hailed as big winners. Example: this one rallied 60%...after it fell over 35%. Managing risk is an active, pre-meditated 

activity. It's more than just a label! 

Asia: crunch time? 

 

ETFs that track Southeast Asian stock markets (that is, excluding Japan) have seriously lagged the U.S. market. Part of 

that has been a strong U.S. Dollar, but the rest has been the over-concentration of a small number of mega-tech U.S. 

companies. But Asian markets are threatening to break a downtrend that has lasted all year, as you see in the top part of 

the chart. I am also focused on the PPO (Price Percent Oscillator) indicator at the bottom of the chart. What do you notice 

about when the green line crosses above the red line in that indicator? Answer: this is often where big up-moves in Asian 

stocks begin. But not so fast, this is one to watch, not declare victory on just yet. But it’s getting in range. 

  



5G whiz? 

 

Here’s a summary of what I’ve heard people (including my own team at SIP) say about the telecom companies over the 

years: Verizon has a strong network, but it’s not as great as it was. T-Mobile and Sprint confused everyone by merging. 

And everyone dislikes AT&T for one reason or another. But they are still better-liked than Comcast. Personal anecdotes 

aside, the companies involved in freeing us from the shortcomings of 4G-level internet and phone service (we are so 

spoiled!) and moving to 5G in the coming years have gotten a “bid,” as they say. That is, this ETF recently hit a new high. 

However, as with many recent breakouts among “high tech” industries, it seems more like a move that will be measured 

in days, maybe weeks, as opposed to years. So, the breakout is nice, but the chart does not scream “buy!” In the 

meantime, maybe AT&T can work on fixing the glitches in South Florida. Samita and I battle choppy phone lines too 

often. Geez, I mean 5G’s! 

Last dance for Mary Jane? 

 



The late, great Tom Petty’s song by that name brought this chart of MJ to mind. So did the potential for an end to the 

miserable year that cannabis stocks have had since mid-February. This one dropped 60% from its winter peak (or as we 

say around here, about the size of the average Bitcoin correction). But if you look at the right side of the chart, you see a 

potential “rounded bottom” which indicates that money is slowly but surely finding its way into this sector. The PPO 

(bottom of chart) just crossed above zero, which is sometimes a “go” sign. But as noted earlier in this report, these tactical 

moves get more fleeting all the time, and there is a big technical hurdle longer-term. But hey, this is the pot stock industry, 

so YOLO and all that. Bottom-line is that this looks better than most sectors, and its coming off a bummer of a trip in 

2021. For me, I still remember the days when “pot” was short for potash stocks, which are mostly Canadian public 

companies devoted to underground mining of a salt that is rich in potassium, and heavily used in agriculture. But that’s 

just me. 

  

This Week’s 
Strategy Report 

Investment Climate Indicator™ (ICI) 

Sungarden's proprietary measure of investing RISK. Investing offers potential reward, but at what cost? 

 

Current Reading: Rainy 

 

  



Market Outlook Factor Overview (MOFO)™ 

With all the noise out there, what should investors focus on now? This MOFO aims to figure that out! We think 

these are the 10 factors most likely to impact investors’ portfolios in the intermediate term. We update the 

rankings each week, based on our opinion. 

This Week 

Ranking 
Factor Comment 

1 Market Sentiment Risk-on" attitude typical of final, dynamic stage of a bubble 

2 Fed Policy Pending “taper” will change the playing field 

3 Economic Growth Pandemic screwed up the numbers 

4 Retail Investors Their mass numbers force seasoned investors to adjust 

5 Inflation It's here. The bond market cares. Will stocks? 

6 US Debt/Tax Policy Congress uncertainty holds markets hostage, as usual 

7 Market Breadth Potential leadership shift from FAANG to a wider group 

8 Corporate Earnings These used to matter. Now it’s just a Wall St. game. 

9 Equity Valuations Are high, been high, may stay high. Matters eventually. 

10 Short-Term Bonds From near-0% to over 1% in a year. Equity rival soon? 

Notable up movers from last week 

Notable down movers from last week 

Weekly Summary 

Economic Growth continues to climb up the MOFO list. We also changed the comments associated with it to emphasize 

the plunge in consumer sentiment. 

Honorable Mention: these are not in the top 10, but are worth keeping an eye on 

China aggression Military ops ramping up, could Taiwan be a crisis center? 

Changing nature of work/work 

force 

Voluntary retirements plus a labor shortage and skills gap 

 

  



S&P 500 X-Ray™ 

For risk management, we think asset allocation is over-rated, and technical analysis (charting price patterns) is 

under-rated. Rob Isbitts applies his more than 40 years of charting experience to set S&P 500 Index risk ranges 

for 3 different time frames. Updated each week. 

 

 Top Range Bottom 

Range 

Implied 

Upside 

Implied 

Downside 

Range Size 

Short-Term 4,900 4,280 4% -10% 15% 

Intermediate-

Term 

5,000 3,250 6% -18% 30% 

Long-Term 5,000 2,000 6% -57% 150% 

 

ROAR Charts™ 

Investment strategy is a constant tradeoff. How to balance reward and risk boils down to how you position your 

portfolio across 2 different spectrums: 

· Offense vs. Defense (investing to grow what you have vs. avoiding big loss) 

· Rent vs Own (investing for shorter-term profit vs. long-term profit) 

We refer to those 2 spectrums as ROAR: Return Opportunity And Risk. Each week, we express our opinion 

about what the current market environment is favoring across those competing approaches. 

 

ROAR CHARTS Position (0-100 scales, 50 = "normal" positioning) 

Defense/Offense (lower= more defensive) 45 

Rent/Own (lower= more tactical) 25 

 

 

No change from last week, still tilts defensive 

 

No change from last week, still strongly tilted toward tactical 

 



Take Away 

We’ll skip the turkey analogies until next Wednesday’s report. For now, it’s a case of much of the global 
stock market acting like it's waiting for something to happen, while sitting in precarious spots on the 
charts. Firm breakouts would be bullish, but until that happens, we must stay alert. Many charts have 
setups that could cause investors to get, as the kids say, “dunked on.” Old man Isbitts…out! 

 

  

Disclaimer 

The material on our website is for informational purposes only. We are not asking you to buy or sell a security and are not offering 

you investment advice. Information on our website is believed to be reliable. Please understand it is not guaranteed. Past performance 

is not a guarantee. It is also not a reliable indicator of future results. Investing means taking risks. You may not use any part of our 

website without asking us. You need our written permission. 

Sungarden Investment Publishing, LLC provides links for your convenience to websites produced by other providers or industry 

related material. Accessing websites through links directs you away from our website. Sungarden Investment Publishing, LLC is not 

responsible for errors or omissions in the material on third party websites, and does not necessarily approve of or endorse the 

information provided. Users who gain access to third party websites may be subject to the copyright and other restrictions on use 

imposed by those providers and assume responsibility and risk from use of those websites.   

Information about your visits to our website: We store records of the activities on our sites in our web server logs, which automatically 

capture and save the information electronically. The information we collect helps us administer the site, analyze its usage, protect the 

website and its content from inappropriate use, and improve the user’s experience. 

 

See our Terms and Conditions and Privacy Policy on the website. 

Copyright © 2021 Sungarden Investment Publishing, LLC. All rights reserved. 


