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  Prepared with data through 8/19/2022 

The market declined last week but the uptrend in the major stock market indices that developed off the June lows remains 
intact.  Uptrends are made of stronger uplegs followed by weaker downlegs.  Last week’s downleg is certainly weaker, at 
least so far, than the upleg that preceded it.  As long as that relationship exists, the market will remain in an uptrend. 

       

For example, the S&P 500 Index fell -1.2% last week but that 
was significantly less than the +3.3% gain the week before.  
You can see that the alternating pattern of stronger uplegs 
followed by weaker downlegs since the index bottomed in 
mid-June, results in an uptrend.  

 

Junk bonds tend to follow the same direction as the overall 
equity markets and has pulled back last week as well.  The 
BAML High-Yield Master II Index fell -1.2% last week.  Given 
the lower volatility nature of junk bonds, it is simple to use a 
moving average to determine its trend.  If the index is rising 
above its 50-day moving average, I consider junk bonds to be 
in an uptrend.   

I continue to have my doubts that the surge in stocks and junk bonds since the June lows is the beginning of a new bull 
market.  The factors driving this year’s bear market decline, namely inflation and a slowing economy, have not yet been 
resolved.  While inflation may have peaked, prices are rising at rates far above the Fed’s 2% target.  For this reason, I believe 
the Fed will continue to raise interest rates until we see a meaningful decline in inflation and inflation expectations.  Rising 
rates will in turn slow the economy, which will ultimately put downward pressure on stock prices. 

 

While I am skeptical about the rally over the last two months, I invest based on what the market is doing, not what I think it 
should do. We remain invested in all the RGB Capital Group portfolios, but I am ready to make adjustments if necessary.  
The drop in junk bonds prices last week caught my attention and I will monitor the decline for any further deterioration.  
Our Core and Balanced strategies have a significant allocation to junk bonds, and I will reduce exposure if the decline 
continues.   

RGB Perspectives is provided for general information purposes only.  It does not constitute an offer to sell or a solicitation to buy a security and is not an offer 
to provide any specific investment advice. Securities held in the RGB models are subject to change without notice. Past performance is not a guarantee of 
future performance. It is not possible to invest directly in an index. Individual account results will vary from RGB models due to timing of investment, amount 
of investment and actual securities used.  Advisory fees are deducted within the first month of the quarter for the prior quarter.  Most data and charts are 
provided by www.fasttrack.net or www.stockcharts.com .  RGB Capital Group contact info: (858) 367-5200. Email: info@rgbcapitalgroup.com 
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