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Rob Rants 

 

 What Was I Thinking?! 

 

 
 

 

Welcome to the 18th issue of The ETF Yourself Weekly Newsletter. Where we come from, the number 18 means good 
luck. And that’s what investors have needed a ton of to survive the past 4 months. That is, unless they read this 
publication each week. You see, we started this free publication when we did because we believed that our market views 
were highly “out of consensus” with many of our Wall Street brethren.  

Sungarden is a research firm, and our goal is to identify where returns can be had in ANY market conditions. The key to 
us is how to do so in a way that keeps risk of major loss to an absolute minimum.  



To celebrate issue #18, we thought we’d remind you of some of the things we’ve said since November. It is not some 
amazing predictive ability that produces clear, sensible analysis. It is simply from having been there many times, and 
developing a systematic process for making observations and conclusions. 

The S&P 500 stood at 4,646 on November 10, 2021, the date our first issue was published. Here’s what our first “X-Ray” 
looked like. The market has crossed below that short-term low in each of the first 3 months of 2022.  

 

Now, here are some bottom-line comments from our first 4 months of weekly letters. We hope this will serve as a great 
refresher/reminder, as the plot thickens for the markets. 

 

From 12/1/21 

Today’s investors and professional financial advisors need to cut through the smokescreens and BS, separate true risk-
management from product sales, and strive to be prepared for when this era of investment gambling ends. 

From 12/8/21 

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 a while 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. 

From 12/15/21 

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. 

From 12/29/21 

2022 will like 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. 

From 1/5/22 

It means getting out of the conventional world of “stocks, bonds and cash” in the most generic form that investment firms 
try to jam you into (for their benefit, more than yours). Instead, it involves dramatically expanding your “opportunity 
set,” availing yourself of scores of investment styles, themes, and asset types, all using investments that trade on the stock 
exchanges every trading day. That’s what Exchange-Traded Funds (ETFs) have done since the first one debuted in 1993. 

From 1/12/22 

The start of 2022 is 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! 



1/26/22 

It’s Getting Stormy Out There Our Proprietary Investment Climate Indicator (ICI) now signals “Very High Risk.” The 
ICI has been downgraded from Rainy to “Stormy,” the lowest level of this indicator, i.e. the highest risk of major loss for 
investors. The average S&P 500 return in the 12 months following the ICI reaching the Stormy level: 21%. 

2/2/22 

For reasons we started explaining last week when our proprietary ICI indicator shifted to its highest risk (“Stormy”) 
level, the stock market doesn’t work the way it used to. 

 

2/9/22 

Looks like a bear, acts like a bear, and smells like a bear. What does “smells like” mean? When you see a lot of people 
without a process, assuming what worked in the past will work forever, and arrogance is associated with being 
successful? THAT’s what a bear market smells like. I’ve been through 5 of them, and lived to tell about it. I’ve been 
through plenty of bull cycles too. Importantly, through it all, I created and developed a process, and learned to evolve 
with the markets. And most importantly, I stayed humble. I encourage you to do so too. 

 

2/16/22 

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 

 

Oh Pals Of Mine!    

                  

 

Oil, gold and silver get the headlines, but the early 2022 success of the commodities space has some bigger winners so far. 
Among them are a pair of precious metals not named gold or silver. Platinum and Palladium have soared, as part of a 
commodities rally that is likely part demand-driven, and part speculation. Fortunately for investors, either can increase 
your portfolio value if you owned them recently.  



 

 

10-2 Spread 

 

 

The difference in yield between the 10-year and 2-year US Treasury securities is widely-watched for a reason. When it 
hits zero, a recession occurs, practically every time, within the next 12 months. Guess what? It’s making a run at doing 
that again. In fact, with the exception of 1994, every time the 10-2 spread dropped to its current level (0.23%), it 
continued down to zero. Add another log on the fire of "looks like recession/bear market."  



 

 

Long, Long Way From Home 

 
 

 

 

 

Energy stocks have rallied with the price of oil, thanks to Russia's invasion of Ukraine. Something to keep in perspective 
is just how far below their all-time highs the oil stocks were. Even with their strong rallies, major oil stocks are still more 
than 25% below their peak, and the more volatile oil drillers are a whopping 63% below their all-time highs, using these 
ETFs as a proxy. That may not mean further gains, but it does indicate there's a case to be made that they are still not 
"overvalued." Stay tuned. 

 

 

 
  



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  One of many market overhangs, but far from the only one 

2 Inflation  It’s here. The bond market cares and now stocks do too. 

3 Fed Policy  Powell announced 1st rate hike.  Let the market obsession begin!  

4 Market Sentiment January lows could be the final stand for long-time stock bulls 

new Hidden Leverage This is the type of environment where financial blowups happen 

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

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

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

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 

We should be celebrating the removal of Covid from this list! But between the Red Menace (Russia), inflation spiraling 
upward, and the Fed about to officially pull away the punch bowl, that sort of gets lost in the shuffle. Debuting at #5 is 
perhaps a future #1 market factor in the making. When stocks flop all over the place, rates go up and commodity prices go 
wild...all at the same time...conditions are ripe for this generation's major "credit event." In other words, some big hedge 
fund, government unit or a large number of folks playing the markets with way more capital than they truly "own," it may 
be just a matter of time before margin calls occur, and that begets forced selling. See 2008, and just about every other 
major bear market. They all had one. 

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. 

 

S&P 500 closing price on 3/8/22 = 4,171 

 
 Top Range Bottom 

Range 
Implied 
Upside 

Implied 
Downside 

Range Size 

Short-Term 4,600 3,700 10% -11% 24% 
Intermediate-
Term 

4,600 
 

3,200 10% -23% 44% 

Long-Term 5,000 2,000 20% -52% 150% 

 

Take Away 

 

 
For the first time in a while, we adjusted something in our S&P 500 trading range levels. We no longer see short-
term or intermediate-term potential for the index to regain its all-time high around 4,800, so we lowered the top of 
the range to 4,600. This is both for the short-term and intermediate-term time frames. I continue to believe that 
this is the most dangerous market environment in my 36-year investment industry career. That means it is also one 
of the best times to invest. After all, as more investors need to learn, a market moving strongly in either direction is 
one that can't make up its mind. Increasingly, this market appears to have made up its mind. "Saving" the long 
bull market is not impossible. But time and opportunity are running out.  

 

  

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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