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Rob Rants 

 

 Crunch Time For Baby Boomers 
Defensive Investing: Now or Never? 

 
 

I hope that everything you read below is eventually viewed as a “false alarm.” Because I have written many times about 
the potential for those of my generation, the Baby Boomers (currently age 57-76) to take the winning hand they have been 
dealt by historically-strong stock and bond market returns, and give back a chunk of it…just at the wrong time in their 
lives. As I have noted in the past, this is completely avoidable, even though big-time Wall Street is way behind the curve 
on helping investors with it. 

Rather than bore you with details about the same old concerns from this investment lifer and creator of defensive 
investing strategies, I’ll just bullet-point a few things for you here, as a quick reminder of what I hope my peers’ 
investment priorities will be in the coming weeks and months. Frankly, I hope there’s that much time. Because the first 7 
market weeks of 2022 have been more eventful than most 7-month periods, and by a wide margin. 



 

Let’s See How Far We’ve Come  

As 2022 began, I wrote in this space that 2022 will likely bring rate hikes, inflation, more volatility than we saw this year, 
and possibly even hints of recession. It will also bring us closer to the time when the “bills have to be paid.” Simply put, 
you can’t get a decade of crisis-management monetary policy without creating another crisis, eventually. If 2022 is the 
year of “eventually,” every investor needs to determine now, not later, how they will manage risk. Otherwise, they risk 
being a step behind, at the wrong time. 

In a separate article for my column in U.S. News & World Report, I cited the 3 biggest issues for investors and financial 
advisors in early 2022: 

The Impact of Rate Hikes on Bonds 

Investors Divorce Their FAANG Stocks 

Investors Split from Advisors 

 

Just a few weeks ago, I pointed out that “selling the dip” appeared to be replacing the long-standing “buy the dip” 
mentality, as markets started to fear that the Fed would not step in to stop every market panic. As many commentators 
have pointed out recently, about 10% of the population owns stocks, while 40% can’t cover a $500 emergency. The Fed 
has favored the former crowd over the latter for a while. But high, persistent (not “transitory”) inflation is changing those 
priorities, quickly.  

Translation: if you have a big investment portfolio, you’re going to have to figure out a way to deal with potential twin 
bear markets for stocks AND bonds for the first time since Baby Boomers were very young.  

 

The Investment Climate: Still Quoting Mr. T 

If you are not a Baby Boomer, you might not catch that reference to the mohawk-haircut tough guy that was one of 
Sylvester Stallone’s opponents in the Rocky movies. When they asked Clubber Lang, Rocky’s rival in the 3rd movie in 
that series, what his prediction for their upcoming fight was, he simply said…PAIN! 

To that end, we pointed out 4 weeks ago that our Investment Climate Indicator (ICI), which has a solid record of assessing 
market risk over the 20+ years we have tested it, had finally dipped into the “Stormy” category, its more dangerous level. 
The ICI’s prediction for the markets: PAIN. And, while the ICI is not an immediate-gratification type of indicator, the 
S&P 500 Index has done what we’d expect it to do since the ICI turned to its version of code red: it bounced from its 
January lows, but failed miserably at the “testing zone” which indicates that the market’s trend is down until something 
powerful happens to reverse that.  

 

Our suggestion: learn to invest the way they taught us to drive…defensively 

I’m going to do something here that you rarely hear anyone in the investment strategy business do: admit they were very, 
very wrong. I was wrong in the way I have tried to communicate the bottom-line nature of Sungarden’s approach to 
investing. I used too many words. I should have been simpler. The fact that our readership in this newsletter is growing 
steadily, and that our readers tend to read nearly every week means you have not kicked us to the curb yet, so here’s that 
bottom line message for Baby Boomers investing in 2022 and beyond: 



• LEARN TO PLAY DEFENSE: THERE ARE MANY WAYS TO DO SO 
• DEFENSE IS A LONG-TERM STRATEGY, NOT JUST A “HEDGE” 
• WALL ST. FIRMS HAVE NOT TAUGHT BOOMERS TO PLAY “D” 
• THERE HAS NEVER BEEN A BETTER TIME TO LEARN HOW 

When you prepare to pass your driving test, you focus on learning “defensive driving.” That reduces your chances of 
being involved in a crash. Importantly, it does not stop you from getting to your destination. Defensive investing is like 
that too.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Chart Me A Story 

 

Investment Income: Harder To Find, More Risky To Own 

                        

 

Dividend stocks are a popular hideout for many market pundits. But this time may be different. Yields are pretty low 
across the board (S&P 500 yield is about at an all-time low), thanks to corporations favoring stock buy-backs over paying 
out cash to shareholders. That may be starting to reverse in 2022, but it leaves investors with paltry stock dividend yields 
alongside their low bond rates. That's why we think investors should pay more attention to producing lower-volatility total 
return, rather than chase yields. After all, not only do stock bear markets hit all stocks (eventually), high-yield stocks are 
not necessarily safe-yielding stocks.  



 

 

ARKK Joins The "Round Trip" Club 

 

ARK Innovation Fund, the ETF that became synonymous with sexy investment returns during late 2020 and early 2021, 
has completed its "round-trip." That is, after rising about 140% in 8 months, it gave it all back during the following 12 
months. Every single penny of it. That produced a 20-month return of...you guessed it...0.00%. We suspect that the round-
trip club will get pretty crowded as this year continues. If you are truly a "long-term investor," perhaps you can shrug that 
off. But it has been a long time since we encountered an investor that would stick around for a ride like this.  



 

 

If The Stock Market Falls,  

What Will Happen to Home Prices? 

 
 

 

This chart tells us what is likely to happen. Because home prices have been following the S&P 500 Index up and down 
since the period leading up to the housing (and stock) crash brought on by the Great Recession of 2008. We see them in 
tandem again here. With stocks looking more vulnerable by the week, AND interest rates on the rise, it’s hard to make a 
case for a continuation of the boom in housing prices. 

 
  



Strategy Report 

Investment Climate Indicator™ (ICI) 

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

 

Current Reading: Stormy 

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) 10 

 

  



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 Russia/Ukraine  Live Covid 2 years ago, this is partly an excuse for selling  

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

3 Market Sentiment If January lows break decisively, bullish fever likely busted 

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

5 Market Breadth Breadth is narrowing…because nearly all sectors falling 

6 Short-Term Bond Rates Rising very fast, doing the Fed’s work, and causing market stress 

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

8 Covid: from pandemic to 
endemic Omicron: less dangerous, but still disruptive 

9 Economic Growth Consumer Sentiment at a historically risky area 

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 

You could throw the top 5 factors on this list together, and it spells a hectic, nervous time for investors. Inflation may have 
taken a back seat to Russia/Ukraine, but it’s not going away soon. Add it all up, and you have a long list of not only 
market concerns, but reasons we think dips are more likely to be sold than bought as 2022 continues.  

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 

Retail Investors The masses have arrived. Will they stay? 

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

 

 



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 4,800 3,700 12% -14% 30% 
Intermediate-
Term 

4,800 
 

3,200 12% -26% 50% 

Long-Term 5,000 2,000 16% -54% 150% 

 

Take Away 

 
Let’s hope that between inflation, Fed rate hikes, asset bubbles, geopolitical turmoil and the delay of baseball’s spring 
training (OK, had to throw that last stress-point in there), the markets see through it all, and no one has to give back a big 
piece of their retirement savings because they weren’t prepared to be defensive investors. But hope is not a strategy, and 
as I’m sure you have noticed lately, the markets (stock and bond) don’t wait for you to tell them when you’re ready to 
confront their wrath.  

Hey Boomers: It’s crunch time. Be prepared. Learn to play defense. 

 

  

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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