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Rob Rants 

 Great Exploitations 
The market tells us a story. We just have to listen! 

 
 

The market really does tell an ongoing story. If you look at enough charts of stocks and ETFs every week, as we do, the 
market sends you a message. No, this is not clairvoyant stuff. Its just a sense of how much risk is out there and how 
narrow the market is (e.g., are a few sectors carrying the load or is it a more widespread bull or bear move).  



Furthermore, if you look across time frames, you can get a very good sense of how sustainable a move (up or down) in a 
particular ETF or stock may be. As we see it, any security can go up at any point in time. The key in analyzing markets, 
sectors, themes, and securities is this: how much risk of major loss is attached to that return potential (that any security 
has, at any time). 

Why bring up all this geek-talk now? Because the markets are about as “wacked” as we have ever seen them. Don’t take 
my word for it. There is a long list of veteran market observers that have expressed the same opinion.  

And, that sense of “we haven’t seen anything like this before” that is THE pivotal factor for investment performance this 
year, and likely next year as well. Look at what we are dealing with: 

• Inflation like we haven’t seen in 40 years 
• Stock valuations through the roof…yet the major market averages have shown remarkable resilience 
• The bond market is broken. Corporate and high-yield bonds are cracking, and at any moment could fall through 

the floor. Meanwhile, short-term rates are flying higher. 
• Cryptocurrencies are a topic of great debate. Are they a “risk-on” asset, a “hedge” asset or just a fad? By fad, we 

don’t mean the blockchain, but rather the obsession over the value of invisible coins. 
• A recession is a strong probability in 2023. This is a topic of much debate on Wall Street, but frankly it doesn’t 

matter if there actually IS a recession. The FEAR of a recession is all it has taken to increase risk for investors.  
• And, there’s the issue of a heart-breaking war in Ukraine, which weighs on the minds of so many of us, while we 

also must focus on the investment implications.  

Sounds like a lot of things for investors to worry about, right? WRONG! These are exactly the types of markets where 
“alpha” (return above what the market “gives” you through its own price movement) can be pursued. What does it take? 

 
• Listening to the market’s story: right now, that story says, “don’t own anything, rent EVERYTHING.” That is, be 

content to cash in profits at the first sign of trouble. There’s always tomorrow, next week and next month. The 
chances for a months-long “rip” higher for the stock market are pretty low.  

• Rotation is even more important than it usually is. But what are you rotating among? A few sectors? From growth 
to value, or large cap to small cap? We track 300 ETFs that cover over 150 market “segments” – sectors, 
industries, themes, countries, regions, commodities, inverse and hedged ETFs, volatility ETFs and more. When 
you greatly expand your “opportunity set,” you give yourself more chances to “win” the rotation game. This is so 
important in a market that might just be shifting gradually from a long-term bull to long-term bear. 

• “Listening” is not about analyzing economic data, corporate earnings, and market sentiment. It is about staying 
right on top of what securities prices are actually doing, not what market pundits are blabbing about (OK, I’m 
kind of a market pundit, too, but whatever). Because price patterns (charting) are based on patterns of human 
behavior that reflect our base emotions: fear and greed.  

Those emotions can be exploited for profit, particularly in markets like the current one. And they are way more 
important than what the Fed may or may not do, or what Elon Musk is doing today. Great Exploitations await! 

 

 

 

 

 

 



 

Chart Me A Story 

NOW it’s a recession countdown 

 

 

 

Talk of the 10-2 spread inverting is everywhere. So, it’s a good time to point out that when the 2-year US Treasury yields 
more than the 10-year bond, that does NOT mean a recession is around the corner. It’s more like a hurricane "watch" and 
not a warning. The latter is more definitive. Well, that watch-to-warning thing just happened in the 10-2 spread. It’s not 
the "inversion" but the return to a "traditional" yield curve (10-year yields more than 2-year) that starts the recession clock 
ticking. In 2019-2020, it took 6 months. It could take much longer this time, who knows. The key: risk is high, and that's 
what we account for in our investing.  



 

Twitter: The Long Road To Nowhere 
 

 

 

Twitter (TWTR) has made a lot of news lately, thanks to Elon Musk's increased stake in the company. We like Twitter as 
a platform for idea exchange and research. But as a stock, its 8 years as a public company have been a volatile path to...the 
same return earned by the ETF that tracks 3-7 Year US Treasury Notes. We are not picking on TWTR here, just using it 
as an example of what can happen if you stuff your portfolio with companies that "might be really big some day." Twitter 
has made it as a social media platform. As a long-term investment: not so much.  



 

Full of Energy? 

 

 
 

The price of oil has lifted...correction...spiked...the prices of "big energy" stocks as well as smaller oil and gas drillers in 
2022. What has only recently started to "catch a bid" is the alternative energy space, as shown in the purple line. That said, 
there appears to be significant momentum building in the latter. With commodity markets fluctuating wildly, this is an 
area to watch as the proverbial and literal winds shift politically. 

 
  



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) 30 

 

  



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

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

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

4 Economic Growth  Consumer Sentiment at a historically risky area  

5 Russia/Ukraine  One of many market overhangs, but far from the only one  

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

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

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

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

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 for the second week in a row, as investors and traders continue to grapple with tremendous cross-
currents. In fact, this list might be as tightly-bunched in terms of relative risk of the 10 different factors as we 
have seen in a while. What's the market's big concern? All of them! What do we do about it? What we have 
been doing: acknowledge and stay aware of market risks, and look for every conceivable way to exploit it. 

 

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 4/6/22 = 4525 

 
 Top Range Bottom 

Range 
Implied 
Upside 

Implied 
Downside 

 

Short-Term 4,800 3,700 6% -18%  
Intermediate-
Term 

4,800 
 

3,200 6% -29%  

Long-Term 5,000 2,000 10% -56%  

 

Take Away 
 
There's been a lot of talk about the so-called 10-2 Spread, the difference in yield between the 10-year and 
2-year US Treasury securities. We have been the source of a lot of that talk, as it is as reliable an 
indicator you'll find that the economy is not right. Recession is likely in 2023, and the 10-2 just signaled 
that it’s gone from "recession watch" to "warning, as the spread, after going negative, has now started to 
revert to positive. That only means that the recession may be here sooner. But as noted above, that's not 
our concern. How to take advantage of it, if and when it occurs, is the focus. 
 

 
  



  

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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