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This Week’s 
Rob Rants 

Casablanca, And The Dying Art Of Risk Management 

 

The above gif shows an iconic line from the Hollywood film classic, “Casablanca,” where Captain Louis Renault is 

“shocked to find that gambling is going on” at Rick’s establishment run by Humphrey Bogart’s character.  Of course, he 

realizes that the nightclub and casino is all about gambling. But he pretends to look the other way until he no longer can.  

Here’s the modern version of Casablanca in today’s stock market, and what it means to investors going forward: 

• An entire generation of investors has been lured in by how much they can potentially make. Good for them. 

The stock market is certainly about that. But wait, there’s more. 

• Investors approaching retirement or already in it have twice experienced a full market cycle. They know 

how those cycles take the lifestyle they were counting on…and crush it like a bug. And, that this often occurs in 

way less time than it took to build their retirement mountain of wealth.  

• Those investors, mostly Baby Boomers, will do anything to avoid a 3rd wealth collapse, because this time 

they don’t have the bulk of their career in front of them to earn it back. For them, it's crunch time. 



• Wall Street has no interest in teaching true risk-management to investors. That would take their eye off the 

priority of pumping out products to earn fees. I don’t begrudge that form of commerce. I have been around it for 

decades. But product sales and risk-management have little to do with each other, even if the product IS the risk-

management mechanism. 

• Risk-management is NOT a product, it’s a process! But with the average human attention span now down to 8 

seconds (according to a study by Microsoft), that risk-management process is easy to skip over. After all, 

investing today is portrayed as an issue of “how much can I make,” so “how can I keep what I made” is not nearly 

as sexy, eh? 

This has all led to investment risk-management education bypassing the people who need it most. Here is some evidence 

that this is the case: 

• Assets invested in the iShares Core US Aggregate Bond ETF (symbol AGG), which tracks the most popular US 

Bond benchmark, have grown by 68% over the past 3 years, and nearly 120% over the past 5 years. The returns in 

bonds have been on the low end, and the outlook for bonds is, well let’s say “mathematically-challenged.” So, 

investors are piling onto an old story, rather than looking for other ways to manage risk. Because no one is 

showing them how, other than to sell them products. 

• I recently searched for ETFs that perform directly opposite of a stock or bond index, a.k.a. “Inverse ETFs.” I have 

used these in portfolios for a long time, but there are not many of them with enough liquidity to use to scale, so to 

speak. And, when I conducted this search for 1X Inverse ETFs, I found that same small list… surrounded by 

blaring advertisements for leveraged ETFs, the type that short the market 2 or 3 times over. Leverage is a 

dangerous tool in professional hands, much less those who have not invested professionally. So, this was the Wall 

Street equivalent of “would you like to supersize that for just 50 cents more?” No, I would not! But I sense that 

many Baby Boomer investors (my age peers) will be lured by this type of thing. As, you might expect, when 

massive leverage is added to the process, risk-management transforms into speculation. And that is likely to be 

the undoing of Baby Boomer fortunes on the way down, like it was the last 2 times. 

• Conclusion: offense may get you to a good place, but defense wins championships. Not only in sports, but in 

investing. That means today’s investor and professional financial advisors need to cut through the smokescreens 

and BS, separate true risk-management from product sales, and strive to be prepared for when this era of 

investment gambling ends.  

It will be too late to start learning when that time comes. Oh, and maybe that time is already upon us. That’s the number 

one reason we created Sungarden Investment Publishing (SIP). So, we invite you to take advantage of the many ways to 

learn from us. 

 

  



This Week’s 
Chart Me A Story 

Wait 'Till Next Year?: 1999 Edition 

 

The US 2021 reminds me so much of 1999, so I wanted to find a picture that capture the thought. I found 2, and this is the 

first. Does this chart comparing the S&P 500 to a 1/3-each "basket" of the 3 S&P 500 sectors (Utilities, Consumer Staples, 

Financials) remind you at all of this year? If it doesn't, it should. And not because of those particular sectors. As was the 

case in 1999, 2021 has been a year where the "market" looked great, thanks to the rich stocks getting richer. Meanwhile, 

much of the dividend oriented segment of the stock market has been only mildly positive... 

  



What Happen Next? The Market Cycle, That’s What! 

 

Who among us hasn't heard this from someone about their trip to Las Vegas, or their participation in an NFL betting pool? 

This ETF (symbol BETZ) is just one of many, many examples of what appears to be a market rolling over. The headline 

indexes don't show it as much, but in so many of the formerly "hot" themes and industries, the chart pictures are 

undeniable to me. In the case of this one, it rose about 30%, stayed there most of the year, and now has come all the way 

back down to be underwater for the year. Despite the efforts of many financial firms to convince you otherwise, investing 

is NOT a game. 

GILD 

 



Each week, I run through hundreds of charts to identify interesting ones to show you. This week, I ran through the 100 

largest stocks in the S&P 500, aiming to show you an example of a good long-term buy. I came up empty. Zero, zilch, 

nada. I found plenty of overvalued-but-still-rising types, stocks breaking down, and others which are broken but not 

nearly in a buy zone. So, here's the closest thing to what I sought. Gilead (GILD), the big biotech firm. Strong company, 

decent dividend, price near bottom of a 5-year range. A "less bad" long-term chart compared to the other 99 I looked at. 

At least I tried. More on this story as it develops. 

  

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 Consumer Sentiment at a low level that historically signals trouble 

4 Market Breadth The longer a handful of huge stocks dominates, the riskier it gets 

5 Retail Investors Their mass numbers force seasoned investors to adjust 

6 
Covid: from pandemic to 

endemic 
A new variant making the rounds adds some amount of turmoil 

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

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

9 Corporate Earnings These used to matter. Now it's just a Wall St. game. 

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

Notable up movers from last week 

Notable down movers from last week 

Weekly Summary 

We added a new factor to the list this week, one that was not even in our "honorable mention" section last week. Of 

course we're talking about the new Covid variant. While this may be much ado about nothing new, if big money needs an 

excuse to drop the stock market from sky-high valuations, Fed overreach and all the other stuff it has not yet priced in, 

this is as good an excuse as any. So, it's worth monitoring within our Top-10 factors list. 

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 

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

 

  



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 7% -7% 15% 

Intermediate-

Term 

5,000 3,250 9% -16% 30% 

Long-Term 5,000 2,000 9% -56% 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) 30 

Rent/Own (lower= more tactical) 25 

 

 

Drops from 35 to 30 (i.e. more defensive). Shortage of bullish signals. 

 

No change from last week, still strongly tilted toward tactical 

 

  



Take Away 

Is it just me, or is it like the market lords are trying to send us a message about risk-management going 
into 2022? Here's what I mean. First there was Covid, then Delta variant, and now something called 
Omicron. Put the first letters of those 3 "eras" of the pandemic, and you get C D O. If you don't recall, 
CDOs (Collateralized Debt Obligations) were the very complex investment securities structures that took 
mortgages, ran them through the Wall Street meat grinder, and produced...well, a lot of busted bond 
portfolios, a subprime mortgage crisis, and a movie called "The Big Short," where famous actors tried to 
explain it to us. C D O is upon us again. And maybe its just a coincidene that Collateralized LOAN 
Obligations (CLO), which are similar to CDOs except that they are backed by Corporate Bonds instead of 
mortgages, passed $1 Trillion in issuance earlier this year, according to Bloomberg, the highest ever. 
CDO, CLO, whatever. All I'm saying is, make sure that when it comes to how you manage your assets or 
those of your clients, make sure to CYA! 

 

  

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. 
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