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This Week’s 

Rob Rants 

Time To “Swipe Left” On Risk Assets? 

 

I was raised in the investment business on the idea that things are supposed to make sense. Stocks go up for a reason, they 

get overvalued, and they fall back toward some sort of “fair value.” Or, they fall to a level where you can justify them as 

being “cheap,” and buy them with the earnest intention of holding them for 3-5 years or longer. 

Bonds were those things you earned 6% on, if you were willing to lock your money up for about 5-7 years, and collect 

your income payments along the way. And the investing public put their money into mutual funds, and “dollar cost 

averaged” their way to saving a lot of money. My wife and I bought our first home that way. 

NOW, if you hear a screeching sound like a record album being ripped off an old turntable while it's still moving, that’s 

the sound of the old world of investing disappearing. It has been an evolution, not an event. It started late in the 1990s, 

took a break after the Dot-Com bubble burst, and again after the global financial crisis in 2008. But since that time, the 

investment world many of us knew…vanished. 



Don’t get me wrong. I am not at all sad about that. Transparency, technology and new types of competition in the 

investment business have made investing more widely available, both in making investments and learning about how to 

do so. But along the way, there was a major disconnect. 

This disconnect is playing out every day, and right this second. We see it in the flippant attitudes toward risk, and the 

shaming of investors who don’t “crush” the S&P 500 Index, even when that’s not at all their objective. We see it in the 

way that market history takes a back seat to whatever you can absorb from your friends on social media in 8 seconds or 

less. I have friends that are doctors, and friends that are not doctors. 

I know, I know. I have to get over this bad habit, but I insist on getting my medical advice from my doctor friends, not the 

others. I know, I know, I’ll have to get over my out-of-date ways, and stop being such a Dad. 

And that brings me to these year-end markets. The one where “risk-lover” favorites such as IPOs, Crypto-related 

anything, and a fund group with the ironic name of ARK is bailing water in a way that the Biblical Noah never had to. 

Those groups are all down about 20%...since 4 weeks ago. 

Recent history being what it is, we are just one Fed pep rally away from seeing all of this reverse itself. Maybe it will, and 

maybe it won’t. Maybe it will spread to the broader stock market. Small caps stock prices are flopping around wildly, with 

Monday being the latest in a series of “sell first, ask questions later” trading days. Meanwhile, the S&P 500 had held its 

ground near all-time highs, as have the Dow and the Nasdaq 100 Indexes. Maybe they will hold up, or maybe they won’t. 

You see, while it's fun to watch the “market” go up, if you don’t know how what you own relates to the headline index 

stats blaring through your mobile phone every day, I think it’s a call to action. That is the case whether you manage your 

own money, or you are a financial advisor that clients count on to do that for them. 

Because there are growing signs that these markets are not like the ones I grew up with as a young, impressionable kid 

from northern New Jersey, walking into the iconic World Trade Center in New York City for his first day of work in 1986 

(my starting salary was $18,200, FWIW). 

35 years later, the entire nature of investing has changed, but you know what hasn’t? The basic things people invest FOR: 

Retirement, education, lifestyle, helping family, leaving a legacy, etc. I no longer impose my opinions on that stuff 

directly to investors, since I sold my advisory firm to convert to being a publisher and investment model strategist. 

Instead, I now spend full-time analyzing and considering how the ever-evolving market climate impacts the investment 

decisions that make sense. And, thanks to a process honed over 3 decades and 5 bear markets, I can always make sense of 

what’s going on. That’s what experience does for you. 

But what about all of the investors who are still living in the past? And by that, I mean 7 months ago, at which point the 

non-S&P 500 stock market started to crack, and the bond market continued to act…well, like the stock market, with rates 

and bond prices ratcheting up and down. 

This week, I tried to find a way to put all of this into a short set of statistics, in addition to the charts and other market 

monitoring info we share with you each week. Here’s what I found: 

When small cap stocks underperform the S&P 500 the way they are doing now, that is a warning sign for the broad 

market. It was in early 2020, and it was in early 2000. 

Of the more than 2,800 U.S.-traded Exchange Traded Funds (ETFs), you know how much of the total assets are made up 

by the top 2% of those funds (about 56 of the 2,800)? In my best impersonation of Don Adams from the classic TV series, 

“Get Smart,” let’s put it like this: “would you believe, 57%?” Yup, $4 out of every $7 invested in ETFs is in 2% of the 

funds. That’s a sign of 2 things: herd behavior, and good marketing. 



This year, the trend has continued, with those same funds taking in 45% of the nearly $800 billion in net ETF assets in 

2021. (all data from Ycharts.com). 

There is nothing wrong with using a broad-based index fund as a piece of your portfolio. That’s the type that garnered 

much of that asset concentration noted above. But it seems to me that the time is ripe for investors to look beyond those 

borders. This is not Covid lockdown, you can go out and explore a bit. 

But how to do that? If only there was a company that could make that discovery, learning, research and portfolio 

construction process easier. Here’s some good news for you: within days, there will be one. We’ll let you know when you 

can check it out. 

 

This Week’s 

Chart Me A Story 

Look fast, or you'll miss this market signal! 

 
 

The relationship between the S&P 500 (SPY) and small cap stocks (IWM) shows a familiar, nagging pattern. When, after 

a strong rally by both, IWM drops  and SPY continues to rise, or tread water, the risk of a sharp decline in both spikes. In 

recent years, both the 20% S&P 500 drop in Q4 of 2018, and the Q1 2020 crash of 33% in 5 weeks saw the same pattern 

we see today, where the 1-month return of (SPY - IWM) goes from under zero (IWM outperforming) to SPY rising and 

IWM falling. That creates a large gap "out of nowhere." Risk-management is about flagging things that could happen, not 

making bets on the immediate future. But this is clearly a developing story. 

  



Short-Term Bonds say "hold my beer" 

 

Credit to well-known trader Mark Minervini for tweeting this info as part of a much longer table. I just put it in 

a different framework here. What's this all about? How, when playing with high-return potential / high-risk 

assets, renting them instead of owning them is a strong consideration. Case in point, the sub-zero returns of this 

group of 8 market darlings. Want to trade high-flyers? OK. But don't pretend to be a "long-term investor" unless 

you are willing to go through these periods, not ever knowing if you will ever see them regain their prices of 

just a few weeks ago 

Didn't Your Parents Tell You Not To Play With Fire?! 

 



Credit to well-known trader Mark Minervini for tweeting this info as part of a much longer table. I just put it in a different 

framework here. What's this all about? How, when playing with high-return potential / high-risk assets, renting them 

instead of owning them is a strong consideration. Case in point, the sub-zero returns of this group of 8 market darlings. 

Want to trade high-flyers? OK. But don't pretend to be a "long-term investor" unless you are willing to go through these 

periods, not ever knowing if you will ever see them regain their prices of just a few weeks ago. 

What Are Bitcoin Investors Thinking? 

 

2 Bitcoin ETFs, both down 20% in 6 weeks, but very different shareholder reactions. What gives (other than Bitcoin price, 

which is giving in)? The new ETF (BITO) debuted in late October amid much hype. Its asset base has been pretty steady, 

as it now has 6% more AUM despite that 22% drop in the Bitcoin price. As for GBTC, the first listed ETF to track 

Bitcoin, its asset has dropped by about the same amount as its price. Translation: GBTC investors are hanging in, for now. 

  

  



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 

ICI Time Horizon Analysis™ 

The ICI divided into 3 separate time frames 

       

 

  

Long-Term 
Next 1-5 years 

Risk Level: 

Above Average 

Intermediate-

Term 
Next 3-6 months 

Risk Level: 

Very High 

Short-Term 
Next few weeks 

Risk Level: 

Very High 



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 Market Breadth The longer a handful of huge stocks dominate, the riskier it 

gets 

4 Economic Growth Consumer Sentiment at a low level that historically signals 

trouble 

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

6 Covid: from pandemic to 

endemic 

A new variant making the rounds adds some amount of 

turmoil 

7 Retail Investors Their mass numbers force seasoned investors to adjust 

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: 

Plenty of jockeying around on the list this week, though no rocket-ship moves (we'll leave that for Bezos and Musk). 

Market breadth has been narrow, but now getting even more so. Inflation in the spotlight with the 12/15 Fed meeting. 

Economic Growth drops a slot (something had to), and Retail Investors drop from 5 to 7 on this market influencers list. 

Seems to us this is a time when the retail crowd could see its grip on trading slip, thanks to the motivations of hedge 

funds, mutual funds and other big-money players deciding to "act with their feet," so to speak. 

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 4,250 6% -8% 15% 

Intermediate-

Term 

5,000 3,850 8% -17% 30% 

Long-Term 5,000 2,000 8% -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) 25 

Rent/Own (lower= more tactical) 15 

 

 

This is no normal holiday season. Santa Rally? Not yet...or at all? 

 

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

 



  

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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