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This Week’s 
Rob Rants 

“Leatherheads” 

What Traditional Wall Street Firms Are Missing About Modern Investment Markets 

 

Leatherheads, the 2008 comedy directed by and starring George Clooney, the captain of a professional football team in 

the 1920s, tries to stoke interest in what then was a fledgling sport. The title refers to the thin, leather “helmets” the 

players wore back then, way before there was such a thing as a “concussion protocol.” 100 years later, the NFL has 

changed the perception of football, just a bit! 

But it reminds me that in many ways, big Wall Street firms have not really evolved in ways I think they should. Whether 

it's brokerages or big investment managers, they seem to still be driven by the same motivation: find the optimism in 

every market climate, to keep the greed alive. Of course, that is also great for sales and profits, as if you didn’t know! In 

that sense, they are like today’s NFL players trying to play with those old leather helmets, instead of today’s concussion-

resistant, wired-for-communication devices that quarterbacks wear. 

That sales incentive factor causes big firm market strategists, Chief Investment Officers, and analysts to have an inherent 

bias toward positive spin. That puts those folks in the unenviable position of having to "wave the flag" for the stock 



market, rather than what we do - look at it, measure the evidence, and then tell folks what we see. Those who remember 

the phrase “put lipstick on a pig” as a way brokerage firms have described the act of taking an IPO that they know is a 

poor investment, and going to “spin class” with it, so to speak. 

Here’s a reminder about market optimism, pessimism, and realism. The reality is that ANY security, or the broad market 

itself can appreciate in price at ANY time. What differs in every security, market and point in time is the amount of "big 

loss" potential you carry with you when you own a security. 

No one knows for sure what the markets will do over any timeframe. But I don't like that Wall Street firms (and lots of 

Instagram investment "experts" who have never seen a bear market) often miss 2 critical elements of investing. In my 

experience, it is these 2 that can potentially take that blah blah blah about job trends, economic growth, corporate 

earnings, long-term investing etc., and mess up the plans of retired or pre-retired investors. 

What are those 2 missing elements? 

INVESTOR EMOTION AND EXCESSIVE FINANCIAL LEVERAGE. That's what the charts help us see. They tell 

the market's "story" in a way that speculation about the economy and fundamentals cannot. In other words, investors 

should pay attention to what the market DOES, not what paid-to-be-bullish market commentators SAY. Given the 

misaligned incentives of investment firm giants, they are not in the business of listening to that story. Instead, they spin 

the narrative that fits their mission...for shareholders, not clients. The clients are the pawns, and the shareholder is king. 

The other item to point out this week, as I did on the video I posted to Sungarden Investment Publishing’s YouTube 

channel this past Monday night, is that the “sexy” investments of the past year are unraveling at the high-paced level that 

reminds us that so-called “V-shaped bottoms” have a cousin, who does the opposite, and causes recent high-fliers to 

resemble clay pigeons. That’s not just selling. It is likely selling from investors who realize they were too highly-levered 

and needed to sell off in a panic before their brokerage firm did it for them. Hey, hedge funds, I’m talking to you!  We’ll 

have more on that in the chart section below. 

Risk is high, but that means so is return potential. This is where it really helps to have a full set of investment tools in your 

toolbox, so whether you need to emphasize offense or defense, owning investments for awhile or “renting” them for 

weeks or months, you are equipped to take on what is clearly a different climate to end 2021 than the one we started with. 

Be careful out there! 

 

  



This Week’s 
Chart Me A Story 

 

To quote Will Ferrell's movie character Ricky Bobbie, "if your'e not first, you're last." I created that situation here by 

taking the 100 largest stocks in the S&P 500, identifying the best and worst 25 (adjusted for company size) and comparing 

them. Result: even within the biggest companies, there is a basket that has gained 36% in 6 months, and a different basket 

that has LOST over 13% during that same time period. That's a market that is not "winning" in unison, and thus it's a weak 

market. If you want to see the stocks in each list, just email us at info@sungardeninvestment.com and we'll email it right 

back to you. 

Not Your Father's Bond Market: Part 237 

 



OK, being facetious about it being the 237th part of an ongoing series. But the bond market is not what it used, to be, and 

may never be again. Here we are looking at the difference in interest rates ("spread") between 10-year US Treasury Bonds 

and 2-year US Treasury Notes. This is a closely-watched indicator of many things, including potential for recession (but 

not immediately). You just don't see this popular bond market measure plunge like that too often. It is happening because 

short-term rates are "surging" from about 0% toward 1%. Sounds like nothing, but historically, it yet another item to 

watch carefully. 

Chip-Chunk off the old BLOK 

 

The investment world is full of divergent opinions about the long-term growth potential of blockchain technology and 

cryptocurrency. And, that long-term debate plays out in a series of short-term battles. BLOK is an ETF that invests in 

companies that operate in the blockchain field, and as you can see, it has been exciting, but flat for 10 months. Its 26% 

gain for year-to-date 2021 vanished in a matter of weeks. This is one of many symbols of the current fallout (and fall-

down) of investment areas that are long on "potential" but short on maturity. 

  



Relax? How Can I Relax?!! 

 

That's what people are saying, amid the manic pandemic news flow. This ETF blends leisure and entertainment stocks 

from different industries, such as travel, dining, music and even the stock of an iconic British soccer team. It is no surprise 

that this thematic group has been volatile since early 2020. But there is a glimmer of hope in the recent decline that has 

brought it toward a price zone where it has spent plenty of time in the past. Technical indicators are still going in the 

wrong direction, but an "extended stay" in this range could change that. And besides, it's more enjoyable to track this 

going forward than tracking the number of Covid cases. 

  

  



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) 40 

Rent/Own (lower= more tactical) 15 

 

 

Slightly more offense, but "tail risk" protection is still a high priority. 

 

Drops from 25 to 15. This is nearly as "rent-y" as it gets. 

 

  



Take Away 

As it relates to the current market environment, we have some news to report: our Investment Climate 
Indicator (ICI), which is featured here every week, is virtually at a tipping point, which would drop it from 
“Rainy” to “Stormy,” the lowest of the 5 possible climate readings. The ICI is nearing a level last seen in 
early March, 2020, and October, 2018. Each of those signaled very high market risk. Like I said, we are on 
the verge of that signal firing again. If it does, of course we’ll report it to our free email subscribers like 
you. None of this means I know that the market is going down, up, or sideways in the coming weeks or 
months. But what I DO know is that risk is high. Sometimes, that works out, and the old “buy the dips” 
crowd enjoys another rally. As of last week’s stock market low, the average S&P 500 stock (as measured 
by ETF symbol RSP) had given back all of its gains from May to November of this year. It took nearly 7 
months to trudge higher, and a mere 3 weeks to erase those gains. That’s a “mini-me” version of what 
happened during the first quarter of last year. So regardless of your opinion, the market is telling us to 
notice this uptick in concern and emotion. 

 

  

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. 
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