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In 2021, gold has followed its seasonal trend of being volatile in June. Currently, it is lower
than its beginning of the month level and could be shaping up to be a good seasonal opportunity.
Gold has a strong seasonal period from July 12 to October 9. The long-term trend of rising
gold prices at this time of the year is driven by increasing demand in the third quarter into the
fourth quarter and the tendency for interest rates to decline in the third quarter.

Sometimes, gold can start its strong seasonal period early, in the month of June, which tends
to be one of its more volatile months of the year. In other words, volatility in June can provide a good entry opportunity into gold bullion. It is possible that the latest downdraft in the
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price of gold could be providing a good early seasonal period entry opportunity.
Investors are always trying to figure out what is driving gold prices. Two of the bigger factors driving the US dollar recently have been the US dollar, and the real interest rate. The
graph above shows the movement of the gold price over the last two years. I have included
a panel on the US Treasury 10-year yield and the US Dollar. Although the Treasury yield is
not the same as the real interest rate, its movement tends to be negatively correlated to the
price of gold in the short-term.
In early 2020 (blue box), the yield on the US Treasury 10-year was falling at the same time
as the US dollar was strengthening. The net result of the two opposing forces was that the
falling yield had a greater influence than the rising US dollar - gold increased in price.
In late 2020, the US Treasury yield was increasing and continued to increase into Q1 of
2021. At the same time in Q1 of 2021, the US dollar was increasing. In other words, gold
had two negative factors working against it, rising yields and a rising US dollar. The result
was a price decline in the price of gold in Q1 of 2021.
Very recently, in June, we have seen the yield on the US Treasury 10-year continue lower,
but the US dollar has been rising relative to world currencies. After Powell's "hawkish"
speech on Wednesday June 16, 2021, long-term yields fell and the US dollar increased in
value rapidly. The end result was a sharp correction in the price of gold. So why did gold
correct sharply as the yield on the US Treasury 10-year decreased? The rising value of the
US dollar won the battle and pushed gold lower. In this case, it was not just that the US dollar rose in value, but that it rose rapidly, which outweighed the eﬀect of falling interest rates.
Currently, the yield has been trending moderately lower and the US dollar has stabilized.
The test for gold will come with the next big risk-oﬀ move in equities which will probably
once again drive down the yield on the US Treasury 10-year and simultaneously boost the
value of the US dollar. The strength of the move of these two forces will probably be the
arbiter of value for gold. The biggest risk to the price of gold is the strength of the US dollar.
Relative to world currencies, the US dollar tends to be weak in the second half of July into
the beginning of October, which is supportive of a stronger gold price.

Source: Thackray's 2021 Investor's Guide
On a seasonal basis, from 1984 to 2019, gold has been slightly negative on average in June
and slightly positive in July. On a median basis, gold is slightly positive in June and slightly
negative in July. In July, the diﬀerence between the mean and the median indicate that a few
large performing years pulled up the mean. The real sweet spot to the gold bullion trade is
in August and September.
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Source: Thackray's 2021 Investor's Guide
In recent years, August has been a strong month and September weaker than its long-term
average compared to other months. The graph above shows the five year performance of
gold on a monthly basis compared to the S&P 500. On a median basis, June has been one of
the weaker months of the year, July has been one of the better months, August one of the best
and September one of the weaker months. In other words, the seasonal trend has been finishing early for gold. This can be seen over the last two years in the first graph of this report.
In 2019, gold finished its seasonal run at the beginning of August. In 2020, gold finished its
seasonal run at the end of August.
So,where does gold stand right now? It is oversold on price momentum basis according to
the RSI and the Full Stochastic Oscillator (first graph of report). An oversold condition can
lead to a short-term bounce and is often a good partial entry point ahead of a strong seasonal
period. If the US dollar does not rally strongly and/or the yield on the US Treasury 10-year
does not rise dramatically, it could be a good time to take an initial allocation to gold bullion
before the start of its strong seasonal period, which is just around the corner on July 12.
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Disclaimer: Comments, charts and opinions oﬀered in this report are produced by
www.alphamountain.com and are for information purposes only. They should not
be considered as advice to purchase or to sell mentioned securities. Any information
oﬀered in this report is believed to be accurate, but is not guaranteed. Brooke Thackray is a Research Analyst with Horizons ETFs Management (Canada) Inc. (“Horizons ETFs”). All of the views expressed herein are the personal views of Brooke
Thackray and are not necessarily the views of Horizons ETFs (Canada), although
any of the opinions or recommendations found herein may be reflected in positions
or transactions in the various client portfolios managed by Horizons ETFs, including the Horizons Seasonal Rotation ETF. Comments, opinions and views expressed
are of a general nature and should not be considered as advice to purchase or to sell
mentioned securities. Horizons ETFs has a direct interest in the management and
performance fees of the Horizons Seasonal Rotation ETF (the “ETF”), and may, at
any given time, have a direct or indirect interest in the ETF or its holdings. Commissions, management fees and expenses all may be associated with an investment
in the Horizons Seasonal Rotation ETF (the “ETF”). managed by Horizons ETFs
Management (Canada) Inc. The ETF is not guaranteed, its value changes frequently
and past performance may not be repeated. The ETF may have exposure to leveraged
investment techniques that magnify gains and losses and which may result in greater
volatility in value and could be subject to aggressive investment risk and price volatility risk Such risks are described in the prospectus. The prospectus contains important
detailed information about the ETF. Please read the prospectus before investing.
While the writer of this newsletter has used his best eﬀorts in preparing this publication, no warranty with respect to the accuracy or completeness is given. The information presented is for educational purposes and is not investment advice. Historical
results do not guarantee future results
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