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Market Update
Waiting for Godot is a play by Samuel Beckett in which
two characters, Vladimir and Estragon, engage in a variety of discussions and encounters while awaiting the titular Godot, who never arrives. Source: Wikipedia.
Investors are now waiting for Godot (Federal Reserve and
Government) to show up and move the markets. Investors are waiting for the Federal Reserve to pledge its allegiance to keeping its foot to the floor with excessive monetary policy. Investors are waiting for the government to
announce continuations of its current government spending programs and introduce new spending.
Now that Q2 earnings season is largely over with more
than 80% of the S&P 500 companies reporting, investors are looking for other catalysts to move the market.
In the post earnings period, economic reports and government announcements become more important. Now
that the CPI numbers have been released, which came in

S&P 500 Technical Status
The S&P 500 continues to climb to all-time highs.
Which is a good thing technically, except the S&P
500 has been forming a rising wedge pattern, which
is considered a bearish pattern, that often resolves
itself to the downside. It is still possible that the S&P
500 could break to the upside, but given the weak
seasonal tendencies at this time of the year and the
lack of positive catalysts on the horizon for the stock
market, a downside break is more likely. The S&P
500 can still coil inside this wedge in the short-term,
before breaking out.
If the S&P 500 were to break out of the wedge to the
downside, investors will be watching the key 4000
level (approximately 10% lower) and just above the
200 day moving average. If a break below this level
were to occur, investor sentiment would probably
shift decisively negative.
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Horizons Seasonal Rotation ETF (HAC : TSX)
Portfolio Exposure as of July 31, 2021
Symbol
Holdings

% of NAV

Canadian Dollar Exposed Assets
HFR

Bonds
Horizons Active Ultra-Short Term Investment Grade Bond ETF

13.3%

HUG

Commodities
Horizons Gold ETF

15.0%

United States Dollar Exposed Assets
HTB
HXS
XLP
XLV
XLRE
IBB
FHH
XLU
XLY
XLI

Bonds
Horizons US 7-10 Year Treasury Bond ETF

19.0%

Equities
Horizons S&P 500 Index ETF
Consumer Staples Select Sector SPDR
Health Care Select Sector SPDR
Real Estate Select Sector SPDR
iShares Nasdaq Biotechnology ETF
First Trust AlphaDEX US Health Care Sector Index ETF
Utilities Select Sector SPDR

9.5%
14.8%
10.4%
5.1%
6.1%
3.2%
2.0%

Consumer Discretionary Select Sector SPDR
Industrial Select Sector SPDR

-4.9%
-10.2%

US Dollar Forwards (September 2021) - Currency Hedge **

-0.1%

Cash, Cash Equivalents, Margin & Other

16.7%

Total ( NAV $228,342,464)

100.0%

** Reflects gain / loss on currency hedge (Notional exposure equals 79.67% of current NAV)

The objective of HAC is long-term capital appreciation in all market cycles by tactically allocating its exposure
amongst equities, fixed income, commodities and currencies during periods that have historically demonstrated seasonal 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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approximately at expectations, there is a dearth of major
economic reports being released over the next few weeks.
The next cycle of the big three economic reports that most
people follow, GDP, NonFarm Payrolls and CPI, do not
occur in the near future. Sure there are always some economic reports being released on almost any given day,
but a lot of them tend not to be market movers. There are
some moderately “impactful” reports being released over
the next few weeks, such as:
♦
♦
♦
♦

Retail Sales MoM - July - Tuesday August 17, 2021
FOMC Minutes - Wednesday August 18, 2021
Durable Goods - Wednesday August 25, 2021
Personal Income MoM July - Friday August 27, 2021

These reports could move the markets, but they are not
expected to move the markets dramatically.

Waiting on Government program extensions
Investors that are looking for the government to announce
new spending programs that could boost the stock market
in a significant manner could be waiting for quite a while.
The Federal government just announced a $1 Trillion
spending package that is proclaimed to be largely focused
on infrastructure. The stock market did not move substantially higher on the news. Investors want to see additional
spending packages. The Democrats are already talking
about introducing another “infrastructure” bill. My guess
is that most new government spending will have the title
of infrastructure, whether or not it is actually infrastructure. It seems that the title of infrastructure is a lot more
palatable for the general public to accept. Regardless, it is
going to be diﬃcult to launch another infrastructure package so close on the heels of approving the package that
was just voted on by the Senate.
The government may announce extensions to some of the
current “temporary” spending programs initiated during
the pandemic, but it is going to be diﬃcult to announce
new COVID-19 support programs in the short-term as the
US economy continues to show growth.
Although the government is in the process of extending
some of its pandemic relief spending programs, there
is probably more downside risk of tailored programs or
much reduced programs being announced and even some
programs shuttering. Investors should not put too much
faith on waiting for the government to bolster the stock
market.

Waiting on the Jackson Hole Symposium

The big news that everyone is waiting for are any announcements coming out of the Jackson Hole Economic
Symposium - August 26-28. The symposium includes invited central bankers from other major countries. Investors could be disappointed this year with announcements
coming out of Jackson Hole. In the past, when the stock
market has been floundering in the summer months, the
Federal Reserve has announced its intention to increase
its QE programs. This has driven the markets higher in
September, despite negative seasonality for the broad
stock market.
This year, the Federal Reserve will probably only make
minor specific monetary policy announcements. The Fed
is coming under attack from many analysts for its very
aggressive quantitative easing program at a time when the
economy is expanding, a record number of job openings
exist, rising inflation and rising house prices. It is safe to
say that most would not expect the Federal Reserve to
initiate any new policies. It is all about how much they
can commit to continuing their policies, or any tapering
of their policies.
The Jackson Hole Economic Symposium is typically used
to discuss big policy issues and changes in monetary policy. It is possible that an announcement could be made that
has a long-term impact and not so much in the short-term.
In 2019, Mark Carney then Bank of England Governor,
made the news when he announced that central banks
should be moving towards a central bank digital currency
(CBDC).
Okay. Here are my guesses for possible outcomes from
Jackson Hole Symposium
♦ the role of central banks in helping establish a green
economy, including the role of “green financing”
♦ the role of the central bank in helping the economy to
establish more diversity and inclusion
♦ an update on central bank digital currencies and a bit
more clarity on a time line
♦ a statement on how inflation is transitory, but that it
is being watched and appropriate action will be taken
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in plenty of time. The message will be trust us, we
know what we are doing. They might even pat themselves on the back for the good job that they have
done, as there was no other way to deal with the COVID-19 pandemic (I disagree).
♦ a statement that they might start shifting away from
creating a housing bubble (my words) via purchases
of $40 billion of MBS per month to create artificially
low interest rates in the housing markets. It is possible that they could shift some of the purchases to
treasuries
♦ a call for more action for the government to increase
their spending, to help relieve some of the responsibility from the central bank

Reflation trade continues to lose its air
The reflation trade dominated the headlines in the autumn
of 2020 and into 2021. Over the last few months, as economic growth has shown signs of slowing, the reflation
trade has been lagging.

sectors of the stock market.

Seasonally Speaking
On a seasonal basis, the stock market rallied in late summer and into mid-July as it often does on a seasonal basis.
The stock market has meandered higher since mid-July
and volatility has remained subdued. This is not characteristic of this time of the year. It is possible that the we
could see the stock market continue on a subdued path in
the near future.
Just because the stock market is in its weaker seasonal
period does not meant that it goes down everyday. What
typically happens in this weaker period of the year is that
the stock market tends to have muted moves upward followed by sharp drops and the end result is a poorly performing market.

This could be good news for the markets
I am not an Epidemiologist. I am stating that if the trend in
the UK and India for the Delta variant of COVID-19 were
to be followed in the US, then it is possible that the cases
and deaths for COVID-19 could start to fall dramatically
in September. The graph below shows a rapid rise in COVID-19 and then a dramatic drop after fifty days. The UK
is highly vaxxed country and India is not. The graph was
produced by BearTrapsReport (Lawrence McDonald).
According to this graph (released on July 29, 2021), the
peak for the Delta variant in the US should occur in late
August. By the way, on August 10, RBC Capital Markets
released a report with a similar conclusion and has predicted that the Delta variant will peak on Labor Day at the
beginning of September.

The recent exception to the trend of the reflation sectors
underperforming is the financial sector which has just
recently bounced higher as the yield on the 10-Year US
Treasury Note increased.
On a seasonal basis, the cyclical sectors of the stock
market tend to underperform in August and September.
Something to note.

Defensive sectors stealth outperformance
Currently, the stock market does not have a strong narrative with consensus support. Investors continue to wait
for a developing narrative. As a result, the market has
been muddling along, waiting for some event to justify a
movement higher, or lower. The problem is that there appears to be limited opportunities for positive catalysts. Investors keep waiting. A lot of investors have been hiding
while waiting and they have been hiding in the defensive

I do not know if the US will follow the same path as the
UK and India, but if COVID-19 cases drop oﬀ in a similar fashion at some point in the near future, this would be
good news for both the markets and society.
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Ok, there could be a problem with the next variant. Evidently, Lambda the next variant of concern has been reported in forty-four states. Hopefully, Lambda fades into
the background. Once again, this would be good for the
markets and society.

could put downward pressure on gold in the short-term.
The sweet spot of the strong seasonal period for gold is
August and September. If the US dollar does not start to
rocket upwards, gold will probably perform well for most
of this period.
My Call: Gold will probably perform well in August
and into mid-September.

Seasonal Opportunities
Gold Bullion –
Gold bullion has a strong seasonal period from July 12
to October 9
In April and May, gold performed well while yields and
the US dollar fell (blue box in graph below). In June (red
box), the US dollar started to gain strength. As a result,
gold started to lose ground, despite falling yields. In other
words, the negative pressure of the US dollar had a stronger weight than falling yields.

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

In my last newsletter, I tried to describe the relationship
between gold and gold miners in diﬀerent market conditions (please refer to my July newsletter).
When gold corrected as the result of the Nonfarm Payroll number on August 6, gold miners got hit much harder
than gold bullion. If the stock market, does correct sharply, gold miners are probably more at risk of a correction
that gold bullion.
Gold bullion managed to get some traction in June and
July, but got “whacked” when the Nonfarm Payroll report
was released on August 6. In addition, on August 8 (Sunday night), $4 billion of gold contracts were dumped in
a very illiquid market and at one point drove the price of
gold down over 4%. Since then, the gold bullion price has
settled down and now that we are past the CPI report, the
price will probably find a base.

My Call: Gold miners will probably outperform the
S&P 500 over the next month, but on a sporadic basis.

Gold has support at $1678, the low in March. Gold will
probably hold at this point, but a break below this point
— 5 —
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Biotech
The biotech sector has a strong seasonal period from
June 23 to September 13
The biotech sector typically performs very well in July
and outperforms the S&P 500. This time around, the biotech sector in July was positive but lagged the S&P 500.
In early August, the biotech sector has roared ahead. It
should be noted that although the biotech sector can remain strong into mid-September, the sector’s relative performance to the S&P 500 can trail oﬀ.
This year, the biotech sector’s performance has been volatile. One of the reason’s is that Moderna has become the
top weighted company in the ETF (IBB), making up almost 10% of the fund. Moderna is extremely volatile and
has recently been up or down 5-10% in a day for multiple
days. If Moderna, starts to roll over early, this could have
a negative impact on the sector.

My Call: The consumer staples sector will probably
moderately outperform the S&P 500 in September and
increase its outperformance in October.

Consumer Discretionary–

My Call: The biotech sector will probably moderately
outperform the S&P 500 in August but in susceptible to
underperforming based upon news headlines.

Consumer Staples –
The consumer staples sector has a strong seasonal period
from April 23 to October 27
The consumer staples sector has been underperforming
the S&P 500 for most of the pandemic reopening. Recently, starting in July, the consumer staples sector has been
showing some stability relative to the S&P 500. Investors
want to stay invested in the stock market, but are showing
some concern about the state of the market. As a result,
many are hiding in the consumer staples sector.

The consumer discretionary sector tends to perform poorly in August and September. The sector has been performing poorly, largely based upon the weak performance of
Amazon, which makes up approximately 23% of the sector as per the ETF (XLY).
My Call: The consumer discretionary sector will probably continue to underperform in August and September.
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Transportation –
The transportation sector tends to perform poorly from
the beginning of August to early October. The sector has
been underperforming since early May.
It is important to follow the transportation sector because
if the economy is performing well, then it would be expected that a lot of goods and people would be transferred
or moved around, which should help boost the transportation sector. This is not happening. The transportation sector has been a consistent underperformer.

My Call: The materials sector will probably moderate
its outperformance over the next few weeks and underperform the S&P 500 in September.

Canadian Banks –

My Call: The transportation sector will probably continue to underperform the S&P 500 into late September.

The Canadian banking sector started to underperform in
June, but has recently started to outperform in August.
The big six Canadian banks report their earnings starting
in late August. Canadian investors tend to rotate into Canadian banks into when they question stock market valuations. The Canadian banking sector could perform well
into their earnings.

Materials –
The materials sector tends not to perform well in August and September. Recently, the sector has shown a bit
of a pick-up. Seasonality is working against this recent
trend and we could see the sector start to underperform
if weaker than expected economic numbers get reported.
The sector has received a boost from the recent infrastructure bill, which has benefited the metals and mining sector
(which is a sub-sector of the materials sector).
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My Call: The Canadian banking sector will probably
outperform the Canadian stock market into Q2 earnings.

Health Care –
The health care sector has been performing well and is
still in an uptrend on an absolute basis and relative basis
compared to the S&P 500.

Government bonds started to perform well in late March.
Very recently, government bonds have pulled back as investors reacted to a stronger than expected Nonfarm payrolls. Given that the July CPI came in as expected, it is
likely that yields will stabilize and seasonality will probably have more of an influence and as a result yields could
head lower.
My Call: US government bonds will likely head lower
in August and September.

US REITs –
The US REIT sector has a strong seasonal period from
March 8 to September 20
US REITS are still in an absolute uptrend, and have been
consolidating relative to the S&P 500. The sector ends its
strong seasonal period in a months time. The REIT sector
can end its seasonal period early. If the sector breaks out
of its consolidation box to the downside, relative to the
S&P 500, consideration should be given to reducing the
US REIT sector.

My Call: The health care sector will probably outperform into October.

US Government Bonds –
The US government bond sector has a strong seasonal
period from May 6 to October 3

My Call: The US REIT sector will probably moderately
outperform the S&P 500 over the next few weeks.

Utilities–
The utilities sector tends to perform well from late July
into late September.
The utilities sector has been outperforming the S&P 500
since early July. Falling interest rates have helped to support the sector, but the sector has managed to perform
well even when interest rates have been moving up on a
— 8 —
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daily basis. This indicates that the sector has some underlying base support.

My Call: The utilities sector will probably continue to
outperform the S&P 500 into September.

Rants

Smart Money, Dumb Money
My friend Keith Richards has just released a new book,
“Smart Money, Dumb Money.

Rant #1
Another one for the crazy file...

I am including a plug for Keith’s book just above my rant
section...since Keith is famous for ranting.

Polish Influencer Sells Her “Digital Love” As an
NFT for $250,000

Keith’s book walks you through how to use contrarian investing strategies. Most investors believe that contrarian
investing is just doing the opposite of the market, which
is incorrect. In his book, Keith illustrates how high frequency indicators help determine what is happening behind the scenes for the next shift in the markets.
Keith was gracious enough to allow me to contribute to
the book in one of the chapters. I discuss how seasonal
investing plays a role in contrarian investing.
Smart Money, Dumb Money is available at Amazon. The
Canadian link is below.
https://www.amazon.ca/SMART-MONEY-Dumb-Money-Contrarian/dp/1988360625/ref=sr_1_1?dchild=1&ke
ywords=smart+money+dumb+money&qid=1628431569
&sr=8-1

Twenty-six year old Marta Rentel (not her real name,
but a digital representation of her name) sold her “digital
love” online for $250,000. In her selling advertisement
Marta described how her digital representation could
meet with the buyer’s digital representation, and a bunch
of other nonsense. Anyhow, some idiot took the bait and
paid $250,000. https://www.zerohedge.com/markets/polish-influencer-sells-her-digital-love-nft-250000
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Obviously, this person has too much money. Do the world
a favor, give your money to a good charity.

Rant #3
Trying to explain inflation away
Transitory prices are “forever”

Rant #2
A digital rock (picture of a rock) for $135,000
The stupidity and rocks keep rolling in...
The actual digital picture of rock.

A few days ago, someone spent $135,000 on a digital image of a rock. As stupid as this may seem, it gets even
more ridiculous as someone tried to justify the good value
of the purchase in a comment on Twitter. They stated that
this rock was a good deal because it was one of only one
hundred ether rocks that were “launched” a couple of
years ago.
*****BREAKING UPDATE*****
Just as the newsletter was going to print, another ether
rock was purchased for $251,092.93 (August 11, 2021).

Inflation has become a hot topic as prices that people are
paying have been rising sharply. It is important to note
that the CPI (Consumer Price Index) does not calculate
price inflation solely on prices paid. It uses hedonistic adjustments, such as changes in features of products to make
price adjustments. It also does not include the change in
house prices, but rather it uses owner adjusted rent. Real
inflation at the cash register has been rising and is much
higher than CPI. People have been getting frustrated.
Even the media has been getting frustrated with some of
the explanations or lack of, on the impact of inflation.
Powell has issued the mantra that inflation is transitory for
quite some time. There is only so long that you can keep
uttering the same word without explaining it. On July 28
after the FOMC meeting, in the press conference, Powell
tried to explain what he meant by transitory. He stumbled
his way through his explanation, but in a nutshell he said
that prices have gone up and he does not expect them to
come back down, but rather slow their ascent as we leave
the transitory phase. In other words, transitory inflation
means higher prices forever. This was an awkward admission that most investors did not expect.
You know that inflation has become a concern when government oﬃcials enter into the fray. In her interview with
CNBC on July 15, 2021, Yellen proclaimed that she expects several more months of rapid inflation and that she
expects prices to ultimately to fall back to more normal
levels. In other words inflation is transitory.
Even Biden tried to explain that inflation was transitory.

This makes total sense. The grey rock is so much better and is definitely worth the extra $100k. Definitely. I
feel like such an idiot, I should have bought this rock last
week for half the price (sarcasm).
If you have derived any pleasure from either pictures of
the rocks that are shown in this newsletter, please send
me money.
Please do not email me on how to buy these incredible
rocks. Do your own research.
On July 22, 2021, Biden at a Town Hall meeting claimed
that increased government expenditure would lower in— 10 —
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flation. I am fairly certain that this is not how it works.
Increased government expenditures do not lower inflation. This is not a political statement, as I am sure that if
the Republicans were in power, they would be claiming
similar nonsense. Governments will create any rationale
to justify their spending.
If inflation is transitory this time around as Powell claims,
false expectations will be set up for the future. Investors
will incorrectly believe that government spending has
no impact on inflation. The result will be even greater
government spending. There will be no stopping bigger
and bigger spending binges. Of course, the spending announcements will have appealing titles and all of it will be

classified as investments for the future. Everyone, or almost everyone, will go along with increased government
sending as there will be no deemed consequence.
High debt economies languish, with low growth and low
productivity gains. Everyone pays. Unfortunately, most
people are short sighted and are more concerned about
the immediate future rather than the long term.
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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
Mailing List Policy: We do not give or rent out subscriber’s email addresses.
Subscribe or Unsubscribe to the Thackray Market Letter: Please visit alphamountain.com.
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