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Rob Rants 

Does The Stock Market Have An STD? 

“Buy The Dip” (BTD) may be transitioning suddenly to “Sell The Dip” (STD) 

 

For many years now, the cry from many investors and traders was BTD (buy the dip). There’s a dirtier version of that 

phrase, but this is a family newsletter, so… 

But a funny thing happened to start 2022. BTD has had a hiccup. Maybe that’s all there will be. But in the charts, where 

we always find the market telling us its story, the BTD thing is at risk of losing the proverbial tug of war with its polar- 

opposite, STD…no, I’m not referring to Herpes or Syphilis. STD is “Sell The Dip,” or at least sell the bounce that follows 

the dip. That is happening faster and faster, which makes the start of 2022 like watching a car’s tires rotate more rapidly 

as it picks up speed. So far, it’s “just a dip” and maybe it will follow in a very long line of threats of a big decline that 

don’t pan out. But part of my job for you is to notice a potential shift in its early, subtle phase, and point it out. Risk is not 



always realized, but that doesn’t mean you should ignore it. Especially when the price action in the S&P 500 is starting to 

look a bit like February of 2020. I might as well time-stamp that now, just in case! 

February 19, 2020,  was the start of a 5-week period in which the S&P 500 fell 34%, the type of rapid decline not seen 

since the 1987 Crash, as the Covid pandemic struck the globe, hard, for the first time. As we all know, the recovery was 

even more dramatic than the decline, with the market making new all-time highs by mid-August, dropping 10% in 

October, before lifting off in November of 2020, and climbing about 50% over the next 14 months. That brought us to the 

end of 2021. But 2022 is off to a very February 2020-type of start. The reasons are different. Covid was a shock to the 

financial system, requiring massive (and overreaching?) action by both the Fed and the US Government. Omicron is more 

like a “OMG not again!” situation. So that by itself is a relatively positive thing (pun not intended, but somewhat 

unavoidable). 

There is, however, a VERY big difference from 2020 to 2022 that should be more concerning to investors. The Fed is 

essentially trapped. Everyone knows they can’t let inflation get any more out of hand than they already have. And, while 

they can say nice things to try to pump the markets, there is one thing they can’t control: herd mentality, in reverse from 

what has dominated the market climate since that 2020 low point. 

As we have reviewed in this weekly letter for a very long time, predictions are more useless than useful. However, that’s 

what Wall Street firms are throwing at you, with the not-so-subtle message of “Buy The Dip.” That is, when stocks and 

market sectors rise, then pull back a bit, consider it temporary, and “use it as a buying opportunity.” There’s nothing 

wrong with doing that. Where I have an issue with it is when it becomes “a law for all time.” 

It is as simple as a golfer judging the wind before her shot. I’m an extremely mediocre golfer, but even I know that when 

the wind is blowing hard enough that you can feel it hitting your body, you take a few pieces of grass, throw them in the 

air, and watch which way they fly. That gives you a good idea of what will happen a few seconds later, when you swing 

your club and hit the ball (in my case, not very far, no matter what the wind). 

The takeaway here is that investing is ALWAYS AND FOREVER about evaluating the potential for MANY possible 

outcomes, at any point in time. And, if you think this applies only to traders, think again. If you are retiring in 5 years, and 

you are counting on an inflated stock market and dangerous bond market to get you to your personal financial promised 

land, be careful. That’s a promise the “market” broke for many investors in the early 2000’s and again in 2008. 

As one of the charts later in this week’s letter states, before you decide to “just sit there” with your stock and bond 

portfolio, it’s a good idea to evaluate where things are in the market cycle, and make sure you are prepared for a wide 

variety of market scenarios from here forward. After you have done that, if you want to just sit there for 5 years, invested 

as you are, more power to you. But over the past 35 years of investing, the biggest error I have seen investors make is 

assuming that whatever happened in the past will continue. That’s the case in the best markets, as well as the worst. As a 

result, buying high and selling low tends to happen, and that’s what can put a dent in retirement lifestyles. 

So, while it’s a little late for New Year’s resolutions, if you are looking for one, here’s my suggestion: make 2022 the year 

you think more broadly about your investment approach, beyond the basic stock/bond, bull/bear mentality. Add some 

structure and process to whatever you are already doing (or if you are a financial advisor, what you are doing for your 

clients). Preparation and perspective is everything in investing, so that you don’t let “the market happen” to you. 

 



Chart Me A Story 

Shades of 2020? 

 

Managing investment risk means looking at the bright side when things look and feel terrible, and looking at what can go 

wrong when it seems the bull market will go on forever. We can't help but be reminded of how 2020 started. As you see 

here, the market dipped in January, and rallied to new all-time highs in February. And from those all-time highs, it then 

fell over 30% in just 5 weeks. At SIP, we don't predict, we evaluate. And, while there are always pockets of opportunity in 

any market climate, it is worth noting that 2022 is starting a bit more like 2020 than the Wall Street perma-bears would 

like to admit. Stay tuned. 

5 Years From Now, Where Will You Be, S&P? 

 



Over the last 25 years, the S&P 500 Index has delivered an annualized 5-year return of anywhere between +28% and -6%. 

As you can see, those results are as cyclical as the markets themselves. And right now, the cycle is at a historically high 

point. That doesn't mean it can't continue. It means "don't just sit there, evaluate it."  Then, you can decide how much to 

just sit there, or adjust your strategy. 

The Nasdaq is out of breadth 

 

"Breadth" describes the extent to which stocks in a peer group move up in sync. The more they move up together, the 

better "market breadth" there is.  Likewise, when a few stocks carry the load for their peers, that's bad breadth. The 

Nasdaq 100 seems to be having its version of "Halitosis"- bad breath (the human kind). Over the last 10 months, the 

Nasdaq 100, which is dominated by FAANG stocks, looks just wonderful with a 22% gain. But look at the "Next Gen 

100," other Nasdaq companies thought to be the up-and-coming Nasdaq leaders, and they are lagging...badly. In fact, they 

are flat for the past 10 months. Yet another sign that the headlines mask the stock market weakness 

 
  



Strategy Report 

Investment Climate Indicator™ (ICI) 

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

 

Current Reading: Rainy 

 

ROAR Score™ 

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

portfolio across the spectrum of Offense vs. Defense (investing to grow what you have vs. avoiding big loss). 

We refer to this spectrum 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 

 

  



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 Breadth 4 stocks are 20% of S&P, nearly 40% of QQQ. Risk? 

2 
Covid: from pandemic to 

endemic 
Omicron: less dangerous, but still disruptive 

3 Market Sentiment Crypto and "sexy stocks" falling from the sky 

4 Fed Policy Taper now, hike rates later. Investing game-changer? 

5 Economic Growth Consumer Sentiment at a historically risky area 

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

7 Equity Valuations Been high a long time, will matter eventually. 

8 Russia/Ukraine 100k troops at the border. Show of force or pending use of force? 

9 US Debt/Tax Policy Congressional infighting, inaction always a risk 

10 Corporate Earnings Used to matter, but now it’s just a Wall St. game 

Notable up movers from last week 

Notable down movers from last week 

Weekly Summary 

The massive Russian troop buildup near the Ukraine border prompts us to take a factor that was not even on our 

"honorable mention" list, and pop it into the MOFO at #8. That has potential to at least ruffle some market feathers, in a 

world where one country invading another is just not a popular idea (nor should it be). Threats of increased sanctions on 

Russia if they dare make that move to try to annex Ukraine could have global market impact, given Russia's presence in 

the oil market. This is worth watching at a time when we thought that China stepping on Taiwan's toes was the big 

geopolitical risk. To make room for this MOFO factor, we move the "Retail Investors" factor to the honorable mention 

list. That comes as a shock to us, even though we are the ones who created this thing! But with many of the prices of retail 

stock favorites heading downward fast, the ebullience of that growing crowd of traders and millennial investors is still 

very important, but not as market-moving as during last year's "meme stock" frenzy. 

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? 

Retail Investors The masses have arrived. Will they stay? 



 

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 3,850 6% -18% 30% 

Long-Term 5,000 2,000 6% -58% 150% 

 

Take Away 

Is Sell The Dips (STD) the new mantra for investors in 2022? Not so fast. We've seen these fits of rage against the Nasdaq 

machine many times during the past few years. Most of the time, it tires itself out like a cranky 3 year-old. But this time 

does seem different. And the chart work we do backs that up. Risk of major loss is higher now than at any time in the past 

2 years, in our estimation. That likely means 1 of 2 most probable outcomes over the next couple of months: yet another 

strong bounce in stock prices, including big comebacks in the growthier/less-established market segments. Or, a 

broadening out of the shellacking that the former "sexy stocks" have experienced, spreading to the Queen of this chess 

game (the Nasdaq), and ultimately to the king of indexes (the S&P 500). If that happens, it’s game over for the long bull 

market. While there is growing chart evidence that it could happen fast if it does, every investor should have learned their 

lesson by now: don't underestimate the power of positive thinking to keep stock prices elevated a bit longer. In the 

meantime, look for signs that BTD is morphing into STD...the kind that impacts your investment portfolio, not your sex 

life. 

 

 

 

 

 

 

 

 



 

  

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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