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S&P 500 Technical Status

The S&P 500 broke above a major resistance level of 
3000 on its recent rally, which is bullish. No question.

But, the S&P 500 became overbought with the RSI 
above 70 and has now has crossed below 70, which 
indicates possible weakness ahead. 

In addition, if the S&P 500 breaks below 3000, which 
is now support, it is possible to see the stock market 
correct sharply from this level, perhaps to just above 
2700, which was a key level of support in 2018 and 
2019. If this level is broken, the S&P 500 could possi-
bly challenge its low at the end of 2018 or even March 
23.

Given that the stock market is currently in its weak 
six month period and that June tends to be one of the 
weaker months of the year, caution should be used in 
the stock market at this time.

In the 1990’s and 2000’s, Warren Buff ett said that he 
would never buy an airline, stating that they are terrible 
businesses, as they were very capital intensive and con-
tinually go bankrupt. In 2016 and 2017, he changed his 
mind and bought American Airlines, United Continental 
Holdings, Delta Air Lines and Southwest Airlines. 

The Covid-19 pandemic caused the price of airline stocks 
to drop sharply and the airlines are hanging on by a thread 
in these tough economic times. Some may not survive. 
Warren Buff ett should have followed his own advice and 
stayed away from airlines. He has recently exited his po-
sitions in the airlines and vows never to buy them again. I 
strongly doubt that he will ever buy airlines again. 

A lot of retail investors disagree with Buff ett and have 
been betting big on the airlines. The interest in the airlines 
clearly shows up in the U.S. Global Jets ETF (JETS). In 
the past it has been a minor ETF with a small amount of 
assets under administration (AUM). 

In early March, JETS had only $33 million of assets un-
der administration (Bloomberg, ‘Bored’ Millennial Day 
Traders Boost Airline ETF’s Assets 2,930%, June 3). The 

Market Update

JETS - Signs of Crazy Speculation 
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Horizons Seasonal Rotation ETF (HAC : TSX)
Portfolio Exposure as of May 31, 2020

Symbol

Holdings % of NAV

Canadian Dollar Exposed Assets
Bonds

HBB Horizons CDN Select Universe Bond ETF 10.3%

Equities
HXCN Horizons S&P/TSX Capped Composite Index ETF 8.9%

Commodities
HUN Horizons Natural Gas ETF 2.0%

United States Dollar Exposed Assets

Bonds
HTB Horizons US 7-10 Year Treasury Bond ETF 15.9%

Equities
XLV Health Care Select Sector SPDR Fund 10.2%
XLP Consumer Staples Select Sector SPDR Fund 10.2%
HXS Horizons S&P 500® Index ETF 6.1%

US Dollar Forwards (June 2020) - Currency Hedge ** 0.4%

Cash, Cash Equivalents, Margin & Other 36.1%

Total ( NAV $245,656,231) 100.0%

** Refl ects gain / loss on currency hedge (Notional exposure equals 31.1% of current NAV)

The objective of HAC is long-term capital appreciation in all market cycles by tactically allocating its exposure 
amongst equities, fi xed income, commodities and currencies during periods that have historically demonstrated sea-
sonal trends. The Thackray Market Letter is for educational purposes and is meant to demonstrate the advantages of 
seasonal investing by describing many of the trades and strategies in HAC. 
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fi rst thing that should be noted is that the ETF only had 
$33 million. Most investment companies will close ETFs 
with such a small amount of money in a fund if it persist-
ed over time. The situation has clearly changed. In early 
June, the AUM of JETS had increased by 2,930%.

There are currently two bets with the airlines. One, the 
economy is on an economic rebound. Two, that the gov-
ernment will back the airlines if they run into trouble. 

So who is buying the airlines?

There are defi nitely a lot of retail investors buying JETS, 
including the new kids on the block - the millennials. Ac-
cording to the Bloomberg article, Robinhood, the retail 
trading platform, popular with millennials has shown a 
huge spike in investors holding JETS. In early March, 
only 500 “robinhoodies” held JETS. At the beginning of 
June, the number had spiked to 30,000. 

Yup, the rookies that have never experienced a major 
protracted downturn in the market are buying JETS. To 
teh millennials, a dip in the stock market only means one 
thing- buy. It has worked for their entire investment ca-

reer. They have been trained to believe that nothing can go 
wrong. If the stock market does decline, they believe that 
the Federal Reserve will step in and support the markets. 
Actually, I cannot blame them in this respect as central 
bankers have created a huge moral hazard in constantly 
taking action to support the stock market. 

So why are millennials all of a sudden interested in in-
vesting in the stock market? First, they believe that the 
correction that took place in March was a rare opportu-
nity and it is their turn to make money in the markets. 

Second, they are bored sitting at home during the Co-
vid-19 pandemic. Not only do they have a bunch of free 
time, but also there is very few gambling outlets for them. 
Now that sports betting is closed, why not just gamble 
in the stock market? What can it hurt if the stock market 
tends to go up over the long-term?

Third, a lot of millennials are no longer spending money 
on restaurants and travel and are have more cash on hand. 
In addition, many have received “free money” from the 
government support programs. They did not work for the 
money so why not gamble with it.

Fourth, investing in stocks is free. Yup, free. Well not 
really, but the millennials believe it is free because there 
are no commissions to buy stocks with robinhood.com.

Of course, it is not just millennials that are driving the 
frothy markets, others are speculating as well. JETS has 
become a sentiment indicator for the stock market. As the 
“Robinhoodies” and others gamble in the airline sector, 
watch JETS for a sustained downturn relative to the S&P 
500. If JETS starts to underperform the S&P 500 for more 
than a few days, it will probably indicate that the specula-
tive nature of the stock market is dying out and the stock 
market is at a greater risk of a correction.

The Robin hood fable (the real one with Robin Hood and 
his Merry Men) is a wonderful story that has a happy end-
ing. I am not sure that the current situation will lead to a 
happy ending.

Technology sector as a market barometer follow up
In past writings and videos, I have been tracking the per-
formance of the technology sector versus the S&P 500 
as a market gauge. I postulated that since the technology 
sector was the leader of the market for the last few years,  
investors would have a strong indication that the bull 
market was in jeopardy if the technology sector started to 
consistently underperform the S&P 500. In previous S&P 
500 corrections, the technology sector lead the market 
higher off  the bottom. Essentially, investors rushed into 
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the technology sector when they perceived it was on sale. 
Once again, this phenomenon occurred from the March 
23 low; however, investors have recently re-directed their 
focus from the technology sector to the cyclical sectors of 
the economy. 

Recently, the industrials sector has been outperforming 
the S&P 500 as investors have been betting on a steeper 
economic recovery than previously expected.

As investors have been shifting into the cyclical sectors 
of the economy, the technology sector has been underper-
forming. 

Currently, the technology sector is poised to break its up-
ward trend line relative to the S&P 500. Does this mean 
the stock market is about to stumble? Not necessarily. 
First, the weakest month of the year for the technology 

sector relative to the S&P 500 on average over the long-
term has been the month of June. Second, the cyclical 
sectors of the economy have “picked up the ball,” and 
are leading the market higher at this time. Yes, an under-
performing technology sector is a sign of weakness, but 
an underperforming cyclical sector, such as the industrial 
sector will probably be confi rmation that investor’s fear 
of missing out (FOMO) is abating and that stock market 
is poised to correct. 

For some speculators in the stock market, the technology 
sector has become boring. They are much more interested 
in buying companies that are in the throes of bankruptcy 
or are preparing for bankruptcy or have never made a 
profi t.

When investors shift to risk-off  mode, the technology sec-
tor will likely outperform the S&P 500. Until the stock 
market moves decidedly downwards, generally investors 
will probably want to stay invested and shift to diff erent 
sectors of the stock market based upon risk assessment. 
It is possible that we could see investors move back and 
forth between technology sector and the cyclical sectors. 
When investors are in a risk-on mode, the cyclical sectors 
will probably outperform the S&P 500. In a risk-off  mode, 
investors will probably favor the technology sector.

Given what has been taking place in the cyclical sectors 
of the stock market, it is best to watch for both the indus-
trial and technology sector’s performance relative to the 
S&P 500. When both sectors show signs of underperfor-
mance relative to the S&P 500, it is likely that the stock 
market has topped and is in a decline phase.

Seasonal investing is a discipline of preparation
No one knows the future. No one knows when the stock 
market is going to top or when it is going to bottom. No 
one.

The best that anyone can do is assign probabilities, based 
upon certain parameters. This is true for all types of in-
vestors, including fundamental, technical and seasonal 
investors. 

Preparing for the future means positioning a portfolio on 
what is likely to occur. 

When I was in my youth, I played hockey against Wayne 
Gretzsky in a quite a few tournaments. Wayne is a great 
guy, but he was not a fast skater, didn’t have the hardest 
shot, wasn’t the best stick handler....but he was the best 
player. He was better than anyone on the ice, in being in 
the right place at the right time. He anticipated what was 
going to happen, not what was happening. Sometimes, the 
play would be bottled up in the corner with multiple play-
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ers fi ghting for control. Wayne was not one to enter into 
foray like everyone else. He had a knack for positioning 
himself where the play was going to develop in the future. 

Investing is not dissimilar to sports. It is best to put your-
self in a position on what is most likely to occur, and not  
get caught up in what is happening at the current time. 

Currently, investors have shifted their preference to in-
vesting in the cyclical sectors of the economy as they 
have perceived a win-win scenario. If the economy is ex-
panding, then the cyclical sectors will perform well. If the 
economy stumbles, then the Federal Reserve will dump 
money into the markets supporting cyclical stocks. 

As investors are betting on the Federal Reserve coming to 
the rescue if needed, a lot of investors have become mo-
mentum traders. Their modus operandi is to ride the wave 
on whatever hot stock is going up, even if it has fi led for 
bankruptcy. 

There is an underlying rationale in the current momentum 
trade. Investors believe that they can get out in time if 
the stock or the stock market starts to decline. Sorry, but 
this rarely happens. A small decline typically appears as a 
buying opportunity, which then rolls into a large decline 
and it is too late to get out.

It has often been said that the stock market on the way up 
is like riding an escalator and on the way down it is like 
riding an elevator. Declines can be very steep. 

In the six-month weaker seasonal period for stocks, from 
May 6 to October 27, stocks do not just tick down slightly 
on a daily basis. That would be too easy. Sometimes the 
stock market does peak very close to May 5 (in 2019 the 
S&P 500 had interim peak in early May), but the stock 
market often meanders higher in its weaker period before 
correcting. Trying to guess when the stock market may 
head lower in the weaker six-month period is diffi  cult at 
best. 

Overall, the weaker six-month period tends to be weaker 
than the other six month period of the year and tends to 
have larger drops. Period. In any one year, there are times 
when the stock market will rally, but over the total six 
month period on average the stock market tends to have 
mediocre performance at best and is fraught with risk. 

There are a couple of exceptions to the six-month unfa-
vorable period. First, there are sectors of the stock market 
that tend to perform well relative to the S&P 500 in the 
six-month period. Some sectors have their strong sea-
sonal period within the weaker six month period for the 
overall stock market. 

Second, the broad stock market often has a seasonal rally 

in the last days of June into mid-July as investors often 
push up the stock market ahead of the Q2 earnings sea-
son. Overall, the entire six-month unfavorable period for 
stocks tends to have a weak risk-reward relationship.

Seasonal investing does not get caught up in the latest 
fades or trends that can end in a heartbeat. It is not emo-
tional. It is about allocating to investments that over the 
long-term have worked at certain times of the year with 
the assistance of technical and fundamental analysis. Sea-
sonal investing is not growth. It is not value. It is not mo-
mentum. It is all of the above at diff erent times of the year 
based upon long-term seasonal trends. 

What the HAC? 
Last month in May, HAC started the month substantially 
invested in equities. As the stock market transition into 
the weaker six-month period of the year for equities, HAC 
reduced its allocation to equities, including broad market 
exposure. HAC also invested in sectors of the stock mar-
ket that tend to perform well on a seasonal basis, includ-
ing the health care and consumer staples sectors. In ad-
dition, HAC allocated funds to Canadian bonds and US 
government bonds and cash.

Seasonal Opportunities

Consumer Staples
Consumer staples sector has a strong seasonal period 
from April 23rd to October 27th

The consumer staples sector received a bump in perfor-
mance relative to the S&P 500 in February when the stock 
market started to decline because of the Coronavirus. Af-
ter the stock market bottomed in late March, the consumer 
staples sector underperformed the S&P 500 as investors 
moved to a risk-on mode. 

The good news....the consumer staples sector is now back 
to its baseline relative performance compared to the S&P 
500 that was established in 2019 (see graph). In a frothy 
market such as the current market, the consumer staples 
sector can provide a stable anchor for a portfolio in its 
seasonal period.
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My Call: The consumer staples sector is expected to 
outperform the S&P 500 in its seasonal period that ends 
in late October.

Health Care
The health care sector has a strong seasonal period from 
May 1 to August 2. After a very brief weak period at the 
beginning of August, the health care sector tends to per-
form well into October.

The health care sector received a Covid-bump relative 
to the S&P 500 when the stock market started to correct 
in February. It continued its outperformance even after 
the stock market bottomed in late March. It was not un-
til mid-April that the health care sector started to under-
perform the S&P 500. Currently, the health care sector is 
close to its baseline support level that was established in 
2019. As such, on a relative basis, it does not appear to be 
overvalued relative to the S&P 500. 

My Call: The health care sector will probably outper-
form the S&P 500 over the next two months.

Biotech
The biotech sector has a strong seasonal period from 
June 23 to September 13

The strongest month of the year for the biotech sector, on 
average over the long-term is July. From 1993 to 2018, 
the biotech sector in June has produced an average gain of  
6.6% and has been positive 81% of the time.

In 2019, the biotech sector underperformed the S&P 500. 
In late January 2020, the sector started to outperform the 
S&P 500. It received a boost in February as the Coronavi-

rus aff ected the stock market. It continued to outperform 
into April. Recently, the sector has started to show signs 
of underperforming, but it is now back close to its relative 
valuation compared to the S&P 500 at the beginning of 
2019. Given that the biotech sector is entering its stron-
gest month of the year (July), it is possible to see this sec-
tor bounce at this point. This is particularly so, if investors 
move back from the cyclical sectors.

My Call: The biotech sector will probably start to out-
perform in the near future and continue its outperfor-
mance in the month of July.

Gold
Gold has a strong seasonal period from July 12 to Octo-
ber 9

Gold has been in a consolidation box since April, oscillat-
ing back and forth between $1675 to $1770. On Wednes-
day, gold made a positive move based upon the Federal 
Reserve’s dovish stance and stating that the federal funds 
rate is expected to remain at the current levels through 
2022. Nevertheless, gold did not manage to break out of 
its consolidation box to the upside.

Longer term, the Federal Reserve’s actions will eventu-
ally lead to infl ation as the velocity of money increases. 
In the shorter-term, there are large defl ationary forces be-
cause of the Coronavirus pandemic. Investors are current-
ly trying to fi gure out what is a fair price for gold given 
the two big opposing macro forces.

On a seasonal basis, gold starts its seasonal period in ap-
proximately a month. In other words, the seasonal one-
month buying window is on the doorstep. June can be a 
volatile month for gold and it is possible that a good sea-
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sonal buying opportunity could occur in the next month.

A closer look. Gold has still not broken out of its consoli-
dation box.

My Call: Gold will probably continue to consolidate 
over the next month before breaking out to the upside.

Gold Miners
Gold miners have a strong seasonal period from July 27 
to September 25

Gold miners start their seasonal period later than gold bul-
lion. Typically, it is best to wait until gold bullion starts to 
show strength before entering into gold miners. 

Gold miners have pulled back to support and needs to 
break above $37.75 before it can be considered that gold 
miners are breaking out.

Gold miners can carry an extra risk if the stock market 
corrects sharply. If gold is also correcting at the same 
time, gold miners can be sharply negative.

My Call: Gold miners will probably start to outperform 
in July.

Natural Gas
Natural gas has a strong seasonal period from March 22 
to June 19

Natural gas has performed well in its seasonal period, but 
overall it has been forming a consolidation pattern. Given 
that natural gas is fi nishing its seasonal period, consid-
eration should be given to exiting a position natural gas. 
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My Call: Natural gas will probably start to perform 
poorly in the near future. In autumn it will likely start to 
perform well in its next seasonal period.

US Government Bonds
US government bonds have a strong seasonal period from 
May 5 to October 3

US government bonds traded in a consolidation box from 
April into June. Recently, as investors were expecting a 
faster pickup in the economy than previously expected, 
the yield on the 10-year Treasury note started to creep up.  
On June 10, Powell tamped down investor expectations of 
an improving economy and stated that Fed is committed 
to low rates for longer.

The result of the Fed’s dovish stance was a move lower 
of the yield on the 10-year Treasury Note, and govern-
ment bonds managing to rise back into their consolidation 
box. The sweet spot to the seasonal trade for government 
bonds is in August and September. Nevertheless, govern-
ment bonds are in their seasonal period and are expected 
to perform well over the next few months.

Given that US government bonds are back in their con-
solidation box, watch for a breakout to the topside to in-
dicate a further strength ahead. Likewise, if a breakout to 
the downside occurs once again it is possible to see some 
weakness in the short-term. 

My Call: US Government bonds will probably be posi-
tive over the three months.

Currencies

CADUSD
The Canadian dollar has recently broken out to the top-
side of its consolidation box and risen rapidly versus the 
US dollar. This has happened at the same time that US 
dollar has been falling relative to world currencies. Cur-
rently, the Canadian dollar is at strong resistance at $0.75.   

My Call: The Canadian dollar will probably weaken 
slightly against the US dollar over the next few months, 
before strongly underperforming in late September.

Brooke’s Rant
This is Insane!

On Friday May 22, 2020 Hertz closed at $2.84. After the 
close of the stock market, Hertz announced that it was fi l-
ing for bankruptcy under Chapter 11. Over the next few 
days Hertz declined, but has recently climbed to $6.25 on 
June 8th. Yes, it more than doubled since it fi led for bank-
ruptcy. In late May, after fi ling for bankruptcy, Hertz was 
the most widely traded stock on the NYSE. 
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Here is an idea. Hertz should cancel its bankruptcy pro-
ceeding and then raise $2 billion as an off ering in the 
stock market. There are probably enough Robinhoodies 
to make this work (sarcasm). 

This is insane. Investors are playing the momentum game. 
Stock holders are at the bottom of the list as claimants of 
a bankrupt company. In other words, everyone gets paid 
before the stock holders.  

Hertz momentum investors are hoping that they end up 
with one of the Hertz Corvettes that are no longer needed.

But in all likelihood, the wheel will probably come off  the 
investment and stock investors in Hertz will probably end 
up with something closer to the value of a wheel nut.

A bonus rant on stupidity - this is insane?
Are the Robinhoodies striking again?
Fangdd or FANG? China Real Estate Firm Adds 395% in 
Mystery Move (Bloomberg, June 9)

“Maybe it was another case of mistaken identity, or just 
Pavlovian enthusiasm on a day when the FANG stocks 
were powering up. Whatever the reason, a company 
called Fangdd just jumped fi vefold without any news to 
explain it. [Did the Robinhoodies think that the company 
was an ETF for FANG stocks?]

Fangdd Network Group Ltd., a Shenzen, China-based real 
estate fi rm that trades in the U.S. under the ticker DUO, 
nearly quintupled on Tuesday, jumping 395% to close 
at $47.06 per American depository receipt after starting 
the day at $10. Note that it ended the day on June 10 at 
$15.82.
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This type of stupid stuff  so reminds me of 1999 when 
companies would sometimes double if they announced 
that they had created a webpage. Yup, a webpage.

Double Bonus Rant!
This Guy is an Idiot!
NB: I am calling Barstool Sports founder Dave Portnoy 
an idiot because he called Warren Buff ett an idiot and 
because Portnoy would probably consider his idiot title a 
compliment in his quest for publicity.

On Monday June 8th, Portnoy proclaimed that Warren 
Buff ett was an idiot and went on to say that day-trading is 
the easiest game I’ve ever played. 

https://www.marketwatch.com/story/warren-buff ett-is-
an-idiot-says-investor-who-claims-daytrading-is-the-eas-
iest-game-ive-ever-played-2020-06-09?mod=home-page

On Twitter, Portnoy  went on to say, “I’m just printing 
money,” Portnoy said. “Why take profi ts when every air-
line goes up 20% every day.

Losers take profi ts. Winners push the chips to the mid-
dle... I should be up a billion dollars.”

Portnoy has been making the tour in the media talking 
about how easy it is to make money day-trading. It is like 
he is leading the Robinhoodies into a battle that will ulti-
mately end in failure.

Maybe we will look back at Portnoy’s statement about 
Buff ett as ringing the bell at the top of the market. Time 
will tell.
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