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Rob Rants 

 

 Winning Time 

 
 

2022 is producing heroes and…others 
 

Dana and I just finished a great series on HBO called “Winning Time.” It tells the story of the 1980 Los Angeles 
Lakers basketball team, and its eccentric owner, Dr. Jerry Buss. It is also the story of Magic Johnson’s first year in the 
NBA. That my wife enjoyed a TV series that in part was about sports is enough to conclude that anyone can enjoy it. 
Especially those of us who lived through it. 

In the investment markets, it’s also “winning time.” I say that despite the S&P 500 having posted a 16% year-to-
date decline, while the Nasdaq 100 has lost a whopping 25%. Bonds, the usual alter-ego to stocks, have been anything 
but that, with Barclays Aggregate Index off 10% and Corporate bond index down a frightening 16%. Any type of 
traditional asset allocation is in double-digit negative territory. Where’s the winning in that?! 



 

 

Modern Portfolio Theory: if the name doesn’t fit… 

That’s exactly my point. There is no winning in traditional asset allocation. Not anymore. “Modern Portfolio Theory” 
was created around the time that the “Winning Time” series took place. If you saw the mustaches, clothing and other 
details reflected in that “period piece,” you know it is anything but “modern” today. Yet MPT as they call it is still the 
thing that many professional financial advisors cling to, even in the face of its obvious demise. Why is that? The 
answer may concern you. 

It is this simple: many professional financial advisors and big Wall Street firms are simply “talking their book.” That 
is, they need to be permanently bullish about the prospects for the stock and bond markets. That’s how they get paid! 
The industry is primarily compensated based on assets under management. That means that when the value of 
traditional portfolios is falling, firms’ revenue is falling with it, unless they can both keep existing customer and 
attract others. 

 

Why many firms are selling advisors and their clients to suit their own agenda   

The latter course is not as easy when everyone is a bit freaked out about the markets. So, in a desperate attempt to 
“stay positive,” pundits wax poetic about how the Fed will get it right, fundamentals are still solid, inflation will peak 
and not be a problem, etc. etc. blah blah. There’s only one problem with that: the market doesn’t care. Investors sell 
when they want to sell, and after a giant post-Covid breakout gain, investors are giving it back in rapid fashion. It’s 
always this way, eventually. I’ve written about it pretty much every week since we started this newsletter in 
November, and for a few years prior to that. The great unwind of unsustainable easy money and easy investment 
returns is upon us.  

What should you do, especially if you are in retirement, nearing retirement, or advise those in retirement? 
Answer: ANYTHING BUT WHAT MOST IN THE INDUSTRY ARE DOING RIGHT NOW. 

• Most investors and financial advisors seem to have never heard of hedging and have no idea how to play 
defense. We do so in more ways than we can count. Because successful investing is not about how well you 
do when everyone’s making money. It’s about how you do when everyone around you is losing money.  

• The “buy the dips” mantra is still not snuffed out. As an active manager who learned how to play defense a 
long time ago, it’s amazing to me that every selloff seems to be followed by an almost obligatory bounce of 
2-3% in a single day. As we have said all year, that’s as good a sign of a bear market as any.  

• The key to navigating this market is no different than what we’ve preached here for months: expand your 
universe of investments to include those that can profit when stocks or bonds fall, be ready/willing/able to 
speed up your transaction pace and shorten your investment horizon to a “rental” time frame instead of an 
“ownership” mindset. And for gosh sakes, don’t settle for “losing 15% when the market is down 25% and 
thinking you are a hero! 

The stock market in particular is showing indications that it is ready to transition quickly from a decline to be 
hedged, to a bear market that can be exploited, the tools are there, the conditions are ripe. This is not a market 
to fear. It’s Winning Time! What are YOU going to do about it?  

 

 



 

 

 

 

Chart Me A Story 

 

 

Counting Backwards: The Covid Edition 

 
 

A long time ago, I started to use the phrase "counting backwards" to describe how when markets fall, they tend to reverse 
years’ worth of gains in a matter of months. Case in point: right now. The S&P 500 is now up just 26% since the February 
19, 2020, high, just before Covid produced a 5-week, 34% crash. 27 months later, the market has averaged about 1% per 
month, but that's well below what it had been cranking out. Our suspicion: there are few true long-term investors left, and 
we are a short step away from panic-selling. The charts are hinting as such.  



 

Elon's Arkk? 

 

 

The ARRK ETF has become synonymous with the high-growth-potential/high-risk "innovation" companies that populate 
that active fund. One of ARKK's biggest holdings for a while has been Tesla. As you can see, the past 3 years have been 
kind to Mr. Musk's innovative company, yet ARKK as a whole has been about...well, like owning T-bills, just with a lot 
more excitement along the way. If Tesla stock were to roll over, would that tip over the ARKK too? On a related note, our 
ICI market risk indicator has been set to "Stormy" since January  26 of this year. And as you can see, this ARKK has been 
in tough weather for more than the proverbial 40 days.  



 

 

 

Ethereum: Losing its Helium? 

 
 

So...while Bitcoin's price is falling, so too is that of Ethereum, arguably the 2nd most noted cryptocurrency. "Ethe" is the 
driving force behind something called "Non-Fungible Tokens" which are sort of like a very expensive modern version of a 
rare baseball card. Ask someone more informed on this than us for a deeper explanation. Anyway, crypto is clearly losing 
its grip(to) and that is causing some to question whether these coins and tokens are simply high-risk assets, a la some 
commodities. 

 
  



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) 0 

 

 

  



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

4 Short-Term Bond Rates  Risen to the point where they are competition for weak equities 

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

6 Economic Growth  ARKK 

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

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

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

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

Notable up movers from last week 

Notable down movers from last week 

 

Weekly Summary 

Many changes this week. Key risers: Market Sentiment, which is clearly starting to break down beyond being called a 
"correction." Also Hidden Leverage moves up to #5. We don't talk much about hunches in this newsletter, but we've 
just seen too many markets where things are tipping over, and the selloff is punctuated by some irresponsible 
investor who takes too much risk and blows up a section of the market. We'll see.  

 

 
 

 

 

 



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 5/10/22 = 4001 

 
 Top Range Bottom 

Range 
Implied 
Upside 

Implied 
Downside 

 

Short-Term 4,200 3,700 5% -8%  
Intermediate-
Term 

4,800 
 

3,200 20% -20%  

Long-Term 5,000 2,000 25% -50%  

 

Take Away 
 
Now that our downside S&P 500 target has been hit, we are adjusting it downward. The current range of 4,200-3,700 
reflects the potential that the latter (low) could be hit very quickly, if we get any meaningful follow through from 
Monday's decline. This also puts the true "disaster" scenarios on the table for stocks much sooner than many might 
have expected. Those downside targets of 3,200 and 2,000 are clearly something all investors must now consider in 
their assessment of reward and risk for the rest of this year and next year. 
 

 

  

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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