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Rob Rants 

Defeating The Biggest Cost Of Investing 

 

Investors know that it’s not what you earn, but what you net. That usually relates to paying taxes, commission rates on 
trading, or expense ratios on funds you own. But while those all get a ton of attention from the “lower cost = better 
returns” crowd, I am telling you it’s a mirage. Those items don’t add up to as much savings as you would think over the 
long run, unless you happen to luck out and be doing your heaviest investing during the bubble phase of a bull 
market…like right now. 

The biggest cost of investing is measured in dollars, not a fraction of a fraction of a percentage point. What’s the biggest 
cost in investing? Lousy performance in down markets. To prove it to yourself, try this: add up all of the taxes, fees and 
expense ratios that reduced your return during the last bear market. Then, look at how much you lost simply because of 
how you were invested. If the latter doesn’t dwarf the former, go back and re-calculate it, because your math was probably 
wrong. 

I feel very strongly about this because it is a silent killer of retirement plans. Because if you have a solid plan in place for 
saving and managing your budget, the only thing that can screw it up is terrible investment performance. And, that 
performance will likely happen in bear markets, not when the market environment is friendly. If you make 7% in a year 
where the S&P 500 made 9%, that’s no big deal. But if the market loses 25% and you lose 20%, that’s still 1/5 of your 
accumulated wealth that just disappeared! 



So, how do you try to prevent lousy investment returns in bear markets from happening? The obvious answer is to learn 
how to hedge your portfolio against major drops in value. That’s certainly one key element. But the other is less apparent 
to many investors today, who are caught up in the hoopla of a strong stock market. So caught up, in fact, that they may not 
realize that it may already have peaked for this market cycle.  

As a result, they fall into late-stage-bull-market traps. Chief among these is “chasing performance.” It doesn’t matter that 
regulators push the “past performance is no guarantee of future results” message by requiring registered investment funds 
to state that type of warning. But in my experience, that warning is often ignored. Study after study shows that investors 
tend to buy high and sell low. They pile into what just worked, and punt on buying value in any form. This was not always 
the case, but it has grown in popularity over the past decade, thanks in large part to loose credit conditions.  

So, let’s tie this all together. If you are able to look at investment markets for what they are by evaluating risks and 
potential rewards of the future, you are one big step ahead of your peers. By doing so, you avoid getting caught up in the 
herd when it stampedes out of formerly popular investments you grabbed in a panic, very late in the cycle.   

That, in turn, leaves you less exposed to the sudden whiplash investors get when the market cycle turns. This is what 
investors in many allegedly high-growth areas are finding out, if they own popular funds like ARKK, planted some seeds 
in cannabis stocks a year ago, or piled into cryptocurrency a few months ago.  

Investment management is about risk-management. Risk management is about greed management. And right now, when 
the temptations are everywhere, it helps to focus your eyes and analysis ahead, and limit your reminiscing about what 
happened in the past. 

 
  



Chart Me A Story 

One Of These Things Is Not Like The Other.. 

 
 

After being thrown to the proverbial woodshed for the last few years, the highest-yielding stocks within the S&P 500 
(ETF symbol: SPYD) are moving opposite the rest of the market. Will it continue? That depends on whether this is yet 
another "value/dividend rally fake-out" or more like a replay of early 2000, when a similar divergence occurred, and 
lasted a while. How this picture resolves might just be the key to what makes/loses money in portfolios during 2022 

 
  



 

Unhappy Customers 

 

We are only 3 weeks into 2022, and it’s already silly season. Some market pundits are trying to explain away a dramatic 
drop in the University of Michigan's Consumer Sentiment Index by treating it like a contrary indicator. In other words, 
"hey, consumers are down, that's means it’s probably bottoming, so that's great news!" Hold your horses. As the chart 
shows, when consumer sentiment crashes like that, it tends to be like a red carpet for a recession shortly afterward. So, 
rather than fall for the perma-bull stuff, take note of this, so you can avoid red on your investment statement. 

 
  



 

Is Bitcoin the safer one?  

Only if you really, really lower the bar. 

 

Bitcoin fell in price by 32% in the 9 weeks ended last Friday. That's nearly as much as the S&P 500 crash in 2020. Yet 
somehow, in the world of crypto, that's the good news. Many other crypto-related securities did worse. As you can see in 
this crowded but tightly-grouped set of assets, many items tied to Bitcoin and blockchain technology have been "bit" 
much harder during that time. Riot Blockchain, a bitcoin mining stock, has lost more than half its value during this brief 
period. Crypto-bulls will tell you that dips like these are to be expected. But the past 2 months show that investing in this 
space does not offer a reliable place to shelter from those storms. 

 

 

 
  



Strategy Report 

Investment Climate Indicator™ (ICI) 

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

 

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) 25 

 

  



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 

No changes this week. Just a lot of the same. "Risk-on" investments are threatening to go from a selloff to a vicious cycle, 
where people sell because other people are selling, not simply because they have some worries about what higher interest 
rates will do to those businesses. If that takes hold, then the watch is on for the margin call fiasco, whereby selling is 
compounded by forced selling from over-leveraged owners of this stuff. But we won't jump too far ahead just yet. 

 

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 4,250 7% -7% 15% 
Intermediate-
Term 

5,000 3,850 9% -16% 30% 

Long-Term 5,000 2,000 9% -56% 150% 

 

Take Away 
It is truly amazing to us how the stock market freaks out over ANY hint of Fed action, even though we all know it’s 
coming. This is what we have characterized as the risk hanging over investors for a few years now: that the market's 
health was only as good as the "Fed put" i.e. the belief that the Fed would backstop anything that threatened the bull ride. 
Increasingly, it appears that the Fed is boxed in, in that any move it makes to plug one economic hole in the boat will just 
open another hole somewhere else. 2022 is getting "real" well before many investors expected. 

 

 

 

  

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 © 2022 Sungarden Investment Publishing, LLC. All rights reserved. 
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