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 Summer Investing Forecast 

 
 

Get Ready. It’s Gonna Be A Hot & Cold Season 
 

 
Comedian Steven Wright once said, “babies don’t need a vacation…but you still see them at the beach.” With Memorial 
Day in the rear-view mirror, and the markets entering their 6th straight month on edge, it’s time to consider what the 
summer will bring. As I see it, there will be bears on the beach. But there will be bulls too. And, as always, there will be 
pigs. And those pigs will get roasted, as they do in any season.  



This is a time for humility and focus, not “wild-ass” guesses about what’s next. In that spirit, let’s consider what investors 
should care about and not care about, and what some key market indicators are saying as we start the month of June. 

 

WHAT DOESN’T MATTER 
• If there’s a recession this year 
• If there’s a recession next year 
• If inflation tops out at 9%, or settles down around 4-5% 
• If the Fed does this, that or the other (whatever they do, it doesn’t matter) 
• What the P/E Ratio on the S&P 500 is 
• What companies say about their earnings next quarter 
• What most TV pundits say…about anything that might in any way reflect what they own in their portfolio 

(“talking your book” is a given for most in my field) 
• How China handles its Covid lockdown policy 
• Who wins the U.S. House and Senate in November 

 

WHAT DOES MATTER 
• How stock, bond, ETF, commodity and currencies actually change in the coming months, and how sustainable 

those moves are 

 

That’s a pretty short list of what matters. And that is, now and always, my point about investing in 2022 and beyond. The 
only thing that matters is the “what” (happens to prices of investments you own). Yet so much time and energy is wasted 
on the “why.” That’s what fills the list of what does not matter above.  

There is clearly a bull market in one thing right now: distracting investors from what really matters. This started as a 
product of the internet age, then really went parabolic when social media took over our lives. We’ve never had more 
information at our disposal, and we’ve never used less of it. 

This has led investors to over-simplify in places they shouldn’t, like assuming whatever happened in the past will 
automatically happen this time. The place to simplify is this: price patterns reflect what the whole market is doing 
collectively. And since so much of investing today is done by investors who truly do not care about what they are buying 
(indexes buy what’s in the index, algorithms buy what the computer says to buy), everyone else can get sucked in. 

Rather than spend your summer getting pulled in by a low tide, or tossed around by the waves, understand what markets 
are today: emotions playing out in rapid fashion, based in part of real events, but ultimately on one thing: buying and 
selling pressure in reaction to a wide variety of disconnected factors.  

 

Summer 2022: not the usual 

I have a hard time believing that after the raucous start to 2022, the summer months will be as sleepy as they usually are. 
There are encouraging signs of a bounce of some magnitude for the general stock market, and interest rates are showing 
potential to dip back down a bit, after a surge higher to levels that make US Treasury competitive with hiding your money 
under the mattress. 

 

 



Stocks 

The S&P 500 passed its first of many “is this the bottom?” tests late last week, when it popped back over the 4,000 mark. 
That was the easy part. There is some room to cruise up as high as perhaps 4,400 or so before the strong downtrend from 
January will come into play. So, could we see another 8-10% rally on top of what we had last week? It’s on the table, at 
least. But there’s not much evidence that we’ll see a return to new highs (4,800-ish) any time soon. The market will tell 
us, we don’t have to guess.  

On the flip side, if the market fails to make much progress beyond the frantic 2-day buying spree, it could get much 
worse. By my count, there has been 1 rally of significance this year. That was in early March, when the S&P rallied about 
11% in 15 days. Where was it 15 days after that? Right back where the rally started. If that happens again, a lot of hopeful 
investors may throw in the beach towel, so to speak. 

The focus area for traders and investors is the Nasdaq 100 (QQQ). That group of heavyweights carried the market much 
further than it had any right to. Ultimately, market logic tells us that a drop like the one we’ve had should not be the end 
of that. We’ll see if the summer resolves it. If not, markets have a history of delaying their most fierce price movement 
until the autumn. 

Bonds 

For bonds, the summer picture may be a bit cheerier. The 10-Year U.S. Treasury Bond yield did a “transposition move,” 
spiking higher from 1.3% to 3.1% during the January – May period. I would not expect a full retracement of that move, 
but a moderation or dip back down is more likely than it appeared a few weeks ago. 

The more tenuous price action is in the “credit bond” market. I said at the start of the year that this group of Corporate, 
High Yield, Muni and Convertible Bonds, as well as Preferred Stock would be the most treacherous and shocking areas of 
the market in 2022. So far, so good on that.  

Bonds of all types have been marked down in price in a way few investors are used to seeing. Yet in late May, they 
suddenly spiked back up. That’s either a big relief for bond investors or a panic buying scenario that will lead to deeper 
declines this summer. We’ll see. Either way, I’ll stick with my view that bonds are, collectively, the worst investment on 
the planet. OK, maybe except for Dogecoin. 

Like I always say, the markets tell us an ongoing story. All we must do is listen. Please listen carefully this summer. 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

Chart Me A Story 

 

CAPE (NOT TO) FEAR?

 
 

We watch the CAPE version of the S&P 500's Price-Earnings Ratio closely, since it is one of the 5 components of our 
Investment Climate Indicator (ICI). Good news here: the CAPE is falling, and appears to have made its top for this cycle 
just under 40x earnings. Now, the bad news: when the CAPE falls from a cyclical peak, it usually means it’s on the way to 
crashing...as does the S&P 500 itself. Stay tuned.  



 

DIVIDEND STOCKS: FINALLY PLAYING 
GOOD "DEFENSE?"

 

 

Stocks of companies who are growing their dividends have essentially stunk up the joint as compared to their growth 
stock brethren in recent years. There are signs that's finally reversing, as this comparison of the small cap index (IWM) 
and that same index's companies who are classified as dividend growers. That gap of more than 11% over the past 12 
months is rare, and worth monitoring. This is a lot like the way the Dot-Com Bubble proceeded.  



 

 

 

I'VE GOT A FEVER...AND THE ONLY 
PRESCRIPTION...IS MORE DIVIDEND 

GROWTH!

 
 

That dividend growth situation is happening in large caps too. This dividend growth ETF has handily beat the S&P 500 so 
far in 2022. 

 

 

 
  



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) 40 

 

 

 

 

  



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  The R-word is getting more popular. Recession coming? 

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 

Last week's rally for stocks was the first in weeks, so it’s no surprise that we don't see much in the way of 
movement in the MOFO this week. If those rallies continue, next week could be a different story. 

 

 

 
 

 

 

 



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 5/31/22 =  

 
 Top Range Bottom 

Range 
Implied 
Upside 

Implied 
Downside 

 

Short-Term 4,450 3,700 7% -6%  
Intermediate-
Term 

4,800 
 

3,200 22% -19%  

Long-Term 5,000 2,000 27% -49%  

 

Take Away 
 
We lifted the Top Range for the S&P 500 Short-Term trading range from 4200 to 4450. That reflects the 
potential extension of late May's spike after weeks of lower lows. That could make for a nice rally if it 
happens, but beyond that, nothing has changed. In chart-speak, the very short-term time frames look 
encouraging, the daily looks at least hopeful, but the weekly continues to be stubbornly negative. Until 
that trend breaks, quick price spikes over a few weeks' time are selling situations, not "it’s a new bull 
market" rally cries. 

 

  

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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