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Rob Rants 

 

 How To Lose Money 
 

 
 

You make money on what you think you know (or because the market goes up) 

But you lose money on what you find out you didn’t know…after it’s too late 

 

So many on Wall Street are rushing to declare "it’s a bear market" or "it was a bear market and now it’s over." I say, give 
it a rest.  

The market's story has changed. It used to care about nothing except that the Fed would backstop anything that went 
wrong. Now, the fact that the Fed may have lost its ability to calm the markets for more than a few days is just one of 
many worries. There’s inflation, concerns about economic recession, as well as an earnings recession. That is, company 
profits are increasingly…not profitable. Then, there’s Russia’s horrific actions in Ukraine, China’s lockdown policy, and, 
and, and… 



But none of this really matters to investors. At least, it shouldn’t. All that should matter is what is happening TO your 
money, not what is happening AROUND your money. We can’t control the next piece of news that dominates financial 
television. But we can make sure we listen to what the markets are telling us. 

Right now, the market’s message is simple: stocks are in a decided downtrend, and will be until prices prove they can 
break that 4-month decline. Will there continue to be sharp rallies? Sure. But until one of them sticks beyond a week or 
two, there just seems to be another wave of selling behind it. That’s because liquidity is coming out of the market, and 
S&P 500 investors are starting to sell. That may be a slow train that stops, but if it accelerates, it will be like a dam 
breaking, like it already has for a large percentage of individual stocks. 

The gameplan? 
• Make the stock market prove that it can reverse this trend. Until it does, look to take advantage of each successive 

leg lower by incorporating strategies that are designed to profit in down markets.  
• Realize that the longer the market stays down, the more it becomes “one stock market.” You can’t get cute by 

thinking you have a sector, industry or theme that is going to somehow overcome the broader forces driving 
stocks lower and lower. 

• Don’t be a hero: it is not a crime to maintain very low exposure to the stock and bond markets. That is NOT the 
same thing as piling up cash. If there was ever a market climate built for things like ETF arbitrage (pairing long 
and short exposure to reduce risk and try to profit from performance differences in 2 market segments), this is it.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Chart Me A Story 

 

 

Moving Right Along 

  
 

The 200-day moving average of the SPY ETF has been a pretty good indicator of when the S&P 500 is merely pulling 
back, versus when it is in the process of destroying retirement planning for millions of investors. The 200-day peaked in 
2000, and by 2001 we had both a crashing market and a recession. Ditto the 2007-2009 period. As for today, the jury is 
still out. This may be one last straw for perma-bull investors to grasp. If this one breaks down, it will be hard to reverse 
that momentum.  



 

High (Yield) Anxiety 

 

 

You've heard that US Treasury Bond rates have flown higher over the past year. And you might have heard (if you have 
been following Sungarden's work) that Corporate Bonds are a huge mess. You can see the spread between those 2 types of 
bonds currently sits around 1.8%. But when we drop down in class to BB bonds (the highest rating for "junk" bonds) we 
see that yields have not vaulted higher, relative to Corporate Bonds. Even the low-class B-rated type are not exactly 
falling apart. Translation: the bond market is still complacent, and any more bad news could make investors realize, for 
the first time, that bonds can crush wealth too. Beware.  



 

 

 

Inflation Breakout? 

 
 

The Fed's preferred inflation gauge is the PCE. Here's a chart of it. As long-time chartists, that burst higher on the far right 
looks a lot like a breakout. After all, the PCE has been under 3% for 30 years. Check that...its well over 3% now. This 
bears watching by bond investors, pun intended.

 
  



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) 20 

 

 

  



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

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

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

4 Corporate Earnings   Q2 reports could be the final straw for a nervous, hopeful market 

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

6 China’s Covid Lockdowns Suppression of a huge economy likely to reverberate globally 

7 Economic Growth Consumer Sentiment at a historically risky area 

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

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

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

Notable up movers from last week 

Notable down movers from last week 

 

Weekly Summary 

No changes this week. The best way to interpret that is simply this: there is a long list of issues overhanging the stock 
AND bond markets. Those investor concerns are not resolving themselves quickly.  

Honorable Mention: these are not in the top 10, but are worth keeping an eye on 

  

Retail Investors The masses have arrived. Will they stay? 

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

Market Breadth Breadth is narrowing...because nearly all sectors falling 

 

 



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 5/3/22 = 4175 

 
 Top Range Bottom 

Range 
Implied 
Upside 

Implied 
Downside 

 

Short-Term 4,800 3,700 15% -11%  
Intermediate-
Term 

4,800 
 

3,200 15% -23%  

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

 

Take Away 
 
The longer a market slide continues, the more likely investors get impatient and bail. With so much money invested in S&P 
500 Index funds, that has the potential to cause a cascading decline, even while the Fed is raising rates. We have not seen this 
type of quagmire in our lifetime. Maybe the dust will settle and things will return to the old days of bull markets in stocks and 
bonds. But those markets have a lot of work to do to get to that stage. For now, while there are always approaches to earning 
investment profits, the methods one uses to try have clearly changed. That's what bear markets do. 
 
 

 

  

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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