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When a performer's performance is going south on the stage, there are a number of meth-
ods to get them off  of the stage: increasing loud music, a loud gong, clapping and others. A 
metaphorical hook is often used to represent a last ditch attempt to remove a performer. Is 
the stock market about to hook lower?

Right now, we have a lot of economic hooks trying to get the stock market off  the stage as 
it continues to set all-time highs. Although the stock market can continue to move higher, at 
some point, the stock market could hook lower as an increasing number of economic indica-
tors start to "hook lower."

US ISM Purchasing Managers Index (PMI)

The US ISM Purchasing Managers Index (PMI), which measures whether an economy is 
expanding or contracting, peaked in March and has hooked lower. A number above 50 in-
dicates that the economy is expanding and a number below 50, the economy is contracting. 
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The current PMI number is still well above 50, but the move lower since March indicates 
that the economic rate of growth is slowing. 

It is not just the PMI that has hooked lower, but also the Philadelphia Fed Manufacturing 
Index and the NY Empire Manufacturing Index. The graph below shows a composite of the 
two indexes shifting lower. It also shows the Growth Liquidity Index by Crossborder Capital  
shifting lower.

China Credit Impulse
The China Credit Impulse measures how much the Chinese government is letting credit 
expand in the Chinese economy. Unlike the US, China can dictate whether credit should 
expand or contract. In the pandemic, China has taken the total opposite tact compared to 
the US. China has been reducing stimulus as the COVID-19 pandemic has been maturing. 
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China has had the benefi t of the US stimulus helping to boost Chinese exports, helping to 
support the Chinese economy. Nevertheless, it is diffi  cult for a prolonged global expansion 
without China growing at a healthy rate. The chart above shows that China's Credit Impulse 
has been hooking lower since late 2020. 

US Real GDP
There are diff erent ways to measure the production of an economy. From a GDP perspective, 
a growth rate can be used or absolute values. Below is the graph of the total value of goods 
and services produced in the US. This graph is informative, as it shows the decline in 2020 
from the pandemic and then the increase as the economy has recovered. The graph shows 
that the amount of goods and services produced in the US has increased above the pre-
pandemic levels. It should be noted that artifi cial stimulus has created a situation of spending 
that cannot be maintained over long-term. 

A recession is often classifi ed as a decrease in GDP over two quarters. A decrease in GDP 
for even one quarter is not a common event. Expecting GDP to hook lower is an aggressive 
expectation. Investors should be looking for the gap between the bars to get smaller over 
time, to represent a decrease in the economic growth rate. 

The graph below shows the US GDP growth rate. The graph shows that the GDP is still 
growing above average rates over the long-term. Long-term, GDP has grown at approxi-
mately 2-3% per year. The changing growth rate in the graph below is represented by the 
diff erence in the height of the bars in the above graph. The positive diff erence in bars is get-
ting smaller, representing a slowing growth rate.
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Disclaimer: Comments, charts and opinions off ered 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 
off ered in this report is believed to be accurate, but is not guaranteed. Brooke Thack-
ray is a Research Analyst with Horizons ETFs Management (Canada) Inc. (“Hori-
zons 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 refl ected in positions 
or transactions in the various client portfolios managed by Horizons ETFs, includ-
ing 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. Com-
missions, 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 volatil-
ity 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 eff orts in preparing this publica-
tion, no warranty with respect to the accuracy or completeness is given. The informa-
tion presented is for educational purposes and is not investment advice. Historical 
results do not guarantee future results
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Investors should be looking for the growth rate in the graph above to start hooking down-
wards to represent a declining growth rate. If this were to happen this would be concerning 
for investors. If the growth rates were to "hook" lower to levels in the 2% range, this could 
be very concerning. If this were to happen, investors would start to speculate if the growth 
rate were going to go negative, which would be a big problem for the stock market.

Investors are constantly told that the economy is not the stock market. In other words, the 
stock market can move higher even while the economy is slowing. There is some truth in 
this, especially in the short-term. Nevertheless, common sense tells us that a strong economy 
is needed to generate corporate profi ts which ultimately helps to push the stock market high-
er. Currently, we are not in a recession, but a recession is not a prerequisite for poor stock 
market performance. 

There are a number of economic reports that show a trend in results "hooking lower." It 
should be noted that although economic indicators are not good timing indicators, they 
should still be monitored. If economic growth is slowing, this increases the possibility that 
the stock market will struggle on a go forward basis. 


