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Rob Rants 

 

 TAKE NOTE 

 

 
 

 

With markets continuing to swirl around like the twister in The Wizard of Oz, we thought we’d allow readers of 
ETF Yourself Weekly to be a fly on the wall. This week, we are sharing a piece of our most recent Trade Notes 
commentary that financial advisors who use our model signal service receive shortly after each model change.  
 

We are not mentioning specific ETF tickers bought and sold. We think that there’s key insight into our current 
thinking and portfolio positioning contained in the rationale we provide for the changes we are making in the 
model portfolio, apart from the specific ticker symbols we buy and sell. That’s because every model change 
decision is related. It’s part of a broader framework that that drives our research, as well as our model portfolio 
decisions in any market climate.  

 



This issue of our weekly newsletter was published shortly before the Federal Reserve was expected to raise 
interest rates for the first time in a long time. If you want to keep up to date with our thinking in between 
newsletter issues, follow me on Linked In or Twitter (@robisbitts). I try to post at least a few times a week, 
typically focusing on pivotal moments in the market’s evolving “story.” Lately, it’s been, shall we say, a real 
page-turner! 

 

Now, here are some highlights from last week’s trade notes: 

 

 

SPECIAL TRADE NOTE COMMENTARY: 

 

It's getting weird out there. The stock market has fallen, and it can't get up. The bond market, which investors 
should already be treating as merely a tactical asset class (not buy-and-hold), is already in a bear market. And 
commodities? Well, let's just say that between the inflation that was already present, and the additional pressure 
from the horrific Russian invasion of Ukraine, the price of basic goods has skyrocketed. Here's a summary of 
our latest model changes: 

 

We sold our remaining 1% position of a volatility ETF for a tidy gain in 4 weeks. Importantly, this is not 
likely the last time we'll see ETFs linked to the "VIX" volatility index in the model. The stock market has been 
moving steadily downward all year, but volatility typically has an exaggerated move as compared to the S&P 
500. That's a double-edged sword - more to make, more to lose. That's why we typically keep our position 
weighting in VIX-related ETFs lower than for other ETFs we buy. That said, should the market continue its 
roller-coaster pattern, with big drops, fierce bounces, then resumed declines, we see tremendous opportunity to 
exploit that within this model. Stay tuned. 

 

We see the current market environment as one in which greed is the investor's arch enemy. Price moves 
occur suddenly and tend not to last (unless it's in "meme stocks" or other former risky market darlings - they 
just keep going down). We believe that small caps are less risky near-term than other market areas. Note that we 
said "less" risky - all stocks are risky at this point, but we want to focus our "defense" positions in areas that we 
think have the biggest opportunities.  

 

These days, investments in Commodity ETFs are one of those "get in, make money, get out" situations. 
The price of many commodities may rally further, and we have modest exposure to that elsewhere in the 
portfolio. But after being rejected at a "resistance" price level, we determined that taking a gain in our gold ETF 
position was a prudent move in a treacherous market like the current one. 

 

We added two sector ETFs to the model portfolio. The concern about global food supply stemming from the 
Ukraine crisis has pushed Consumer Staples stocks down more than usual, since food and drink companies 
that dominate that sector could have difficulties, both with raw materials and with their business in Europe. 
Amid an equity market offering few solid opportunities, this sector has dropped down to the trendline it has 
followed and bounced up from each time since last October. If it breaks down, we'll probably have additional 



confirmation that stocks are heading into a bear market. With our equity exposure extremely light, we are OK 
with the reward/risk tradeoff here. 

 

Real Estate Investment Trust (REIT) sector of the S&P 500 looks "better than most" in an equity market 
struggling to show much life in 2022. Higher interest rates are likely on the way, and that may be a boon for real 
estate companies. But for us, REITs are simply a way to "rent" some stock market exposure at a time when we 
have very little in the portfolio. As with any other "offense" position, we’ll keep a tight leash on it. 

 

 

Chart Me A Story 

 

 

Bonds: A Familiar, Concerning Sign   

          

       

 

For our weekly bond-bashing picture, we bring you the popular recession indicator, the spread between the 10-year and 2-
year US Treasury securities ("10-2 Spead"). What you see is that these rates last came in contact with each other back in 
the last, brief recession in 2020. And, here they go again. In this case, all rates are moving higher. But as you can see on 
the right side of the chart, while the 10-year is drifting up, the 2-year is flying upward. There's a good chance the 2 will 
catch the 10, giving us the strongest recession signal we know of.  



 

 

Commodity Calamity! 

 

 

 

Commodity prices are surging...and crashing...all within a week. Oil is the one that gets the headlines, since we see and 
feel its wild price swings at the gas pump. But even when you take Energy out the picture (orange line in chart), the 
commodity complex has been, to use a technical term...freaking nuts! We're not ashamed to say it: this is the wildest 
activity we have ever seen in a major market segment. That's right, we don't consider Crypto to be a "major" market 
segment at this point.  



 

 

 

When Even The Winners Are Losers 

 

 
 

 

 

 

Here's an example of the stock market's current condition. A market sector (gaming) that has had a few nice 1-2 day 
"bounces" recently. But, just as is the case for so many in Vegas, it turns out to be a sucker's bet each time. When we say 
that it will take a lot to turn the market tide higher, this is what we see. A knee-jerk rally of 2% in a day, or even 10% in a 
week, gets rejected like an NBA player driving to the hoop and finding the late, great Manute Bol waiting for them. Yada 
yada yada, you're 1/3 below last year's high price. Like winning your first hand in an hour. Feels good, but then you 
remember how far you have to go just to break even. Bear markets are like that. 

 

 
  



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

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

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

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

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 

Short-term bond rates swaps places with Market Sentiment in this week's MOFO list. The 1-Year US Treasury Bill was 
yielding about 0.10% just 5 months ago, and now yields over 1.20%. That's the market doing the Fed's work for it, since 
the Fed controls short-term rates. Essentially the market has lifted rates about 1.00% before the Fed even acted. If that 
sounds like the Fed is behind the curve, that's a good guess...since that's what happens in every cycle, it seems. Market 
Sentiment is moving down the list, simply because it is still a top-10 market driver, but price volatility in stocks, bonds 
and commodities is no longer a "surprise" story to investors.  

 

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 = 4,262 

 
 Top Range Bottom 

Range 
Implied 
Upside 

Implied 
Downside 

Range Size 

Short-Term 4,600 3,700 8% -13% 24% 
Intermediate-
Term 

4,600 
 

3,200 8% -25% 44% 

Long-Term 5,000 2,000 17% -53% 150% 

 

Take Away 

 

 
 
There's not much new to say, other than that we are another week into what appears to be a changed stock market. 
Not changing, and not a "dip." It appears more like a market that is letting folks de-risk as easily as in any cycle 
I've seen in 35 years. That is, there has been no outright crash a la 2020, and rallies occur weekly, seemingly out of 
nowhere, and based on frivolous headlines, such as the hope that Putin will, all of a sudden, show his soft side. 
Investors would be wise to learn how to blend defense and offense PDQ: pretty darn quick. Because the downtrend 
in stocks, now steadily proceeding into its 11th week, will need a true jolt of great, sustainable news to dig out of 
the hole it keeps digging. 

 

  

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. 


	ETF Yourself Weekly
	Investment Climate Indicator™ (ICI)
	ROAR Score™
	Market Outlook Factor Overview (MOFO)™
	Weekly Summary
	Short-term bond rates swaps places with Market Sentiment in this week's MOFO list. The 1-Year US Treasury Bill was yielding about 0.10% just 5 months ago, and now yields over 1.20%. That's the market doing the Fed's work for it, since the Fed controls...
	Honorable Mention: these are not in the top 10, but are worth keeping an eye on

	S&P 500 X-Ray™


