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S&P 500 Technical Status

The S&P 500 has been climbing in a narrowing 
wedge, which is generally a bearish formation, but 
can persist for an extended period of time. Gener-
ally, the stock market has been rising with very little 
volatility. 

There are a some signs of fragility in the market, in-
cluding declining volume. A rising market on falling 
volume generally indicates a lack of conviction in 
the rally. In addition, as the stock market has been 
heading higher, the Relative Strength Index (RSI) 
has been heading lower. The RSI is showing declin-
ing price momentum. Although, this divergence can 
persist, eventually it gets resolved.

A rising market that is setting all-time highs is a 
good thing. Nevertheless, investors should not be 
lulled into complacency as some of the undercur-
rents indicate that the stock market could stumble in 
the near future.

Market Update
September is on average the worst month of the year for 
the stock market. From 1950 to 2020, September has pro-
duced an average loss of 0.5% and has only been positive 
45% of the time. 

Wake Me Up When September Ends

Green Day (song 2005)
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Horizons Seasonal Rotation ETF (HAC : TSX)
Portfolio Exposure as of August 31, 2021

Symbol

Holdings % of NAV

Canadian Dollar Exposed Assets
Bonds

HFR Horizons Active Ultra-Short Term Investment Grade Bond ETF 13.2%

Commodities
HUG Horizons Gold ETF 14.8%

United States Dollar Exposed Assets

Bonds
HTB Horizons US 7-10 Year Treasury Bond ETF 19.0%

Equities
HXS Horizons S&P 500 Index ETF 9.8%
XLP Consumer Staples Select Sector SPDR 15.1%
XLV Health Care Select Sector SPDR 5.1%

XLRE Real Estate Select Sector SPDR 10.2%
IBB iShares Nasdaq Biotechnology ETF 2.1%
FHH First Trust AlphaDEX US Health Care Sector Index ETF 3.3%
XLU Utilities Select Sector SPDR 6.0%

XLY Consumer Discretionary Select Sector SPDR -5.0%
XL1 Industrial Select Sector SPDR -10.3%

US Dollar Forwards (September 2021) - Currency Hedge ** -0.5%

Cash, Cash Equivalents, Margin & Other 17.4%

Total ( NAV $230,042,564) 100.0%

** Refl ects gain / loss on currency hedge (Notional exposure equals 59.00% 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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A lot of investors may surmise that if the S&P 500 on 
average has a loss of 0.5% in September, that is the risk 
level each September, which is not correct. A better way 
of looking at the potential risk is on a relative suscepti-
bility to a correction ranking. The graph and table above 
show that September has the following characteristics:

- worst average performance

- worst median performance

- worst frequency of being positive

- highest frequency of losses greater than 5%

- one of the lowest frequencies of gains greater than 5%

It is not just that September has an average small loss 
over the long-term. It is much more appropriate to say 
that September on average has not been a good month 
and it presents a poor risk-reward ratio compared to other 
months of the year.

Federal Reserve and Government Puts - Don’t 
count on them forever

There is no question that the Federal Reserve and gov-
ernment spending have artifi cially boosted the stock mar-
ket to a high valuation. With continued liquidity being 
added by the Federal Reserve and increased spending by 
the government, investors have come to believe that the 
stock market can continue higher indefi nitely. Investors 
believe that the Federal Reserve and the government will 
be there to support them if the stock market falls apart. In 
other words, they believe that both the Federal Reserve 
and government have written puts on the stock market 
and that investors have the right enact the puts if the stock 
market were to correct in a signifi cant manner. The result 
is a moral hazard where investors believe that it is not 
possible for the stock market to suff er a signifi cant cor-
rection.

It should be noted that without a signifi cant catalyst, the 
stock market can move higher for longer than expected. 

Although this process can continue to go on for a long 
time, the longer the process, the more fragile the system 
becomes to a correction. 

Black Swans

Who knows what the catalyst will be or when it will take 
place? No one knows. Black swans are by defi nition not 
expected. Just recently, or September 5th a tweet was 
posted on Twitter of a black swan that had landed in Ti-
ananmen Square in China, I retweeted “Not Good” and 
later called the black swan “Evergrande.” 

Evergrande is one of the largest real estate companies in 
China, it is on the doorstep of bankruptcy. The stages of 
bankruptcy are very diff erent in China compared to west-
ern countries and government involvement can play a big 
part. If Evergrande does become bankrupt and other com-
panies follow, maybe Evergrande is truly the unexpected 
black swan. The point is that nobody knows whither the 
black swan cometh. 

Recently I released a report on economic signals “hook-
ing down.” There are an increasing number of economic 
indicators that have rolled over and are hooking down, in-
dicating a slowing economy. Recently, Goldman revised 
their economic growth projections for the US lower once 
again (graph below).
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Canada just released its latest GDP report which showed 
that in the latest quarter the Canadian economy shrank by 
0.3%. One more quarter of shrinkage will take the Cana-
dian economy into a recession.

A slowing economy may not necessarily be enough to 
cause the stock market to correct. A slowing economy will 
support the position that central banks will slow their ta-
pering plans, which should help support the stock market. 
For the stock market to correct on a slowing economy, 
investors have to generally believe that the marginal ben-
efi t of the central bank’s intervention, or the government’s 
spending, will be relatively small and not be able to over-
come the eff ect of a declining economy. This is currently 
not the case, but things can change quickly.

Although a lot of people have needed help during the 
COVID-19 pandemic the government has splashed a lot 
of extra money into the economy and many people have 
been incentivized not to work. In 2020, the average in-
come was higher than in 2019, with less output from the 
economy and a higher unemployment. No wonder asset 
prices have been moving higher. In the US, the Federal 
government COVID-19 support programs have recently 
ended. In addition, the Center for Disease eviction ban 
has once again been ruled unlawful and evictions are 
starting and set to increase. This could add a note of so-
briety in the markets. 

Seasonally Speaking
September has a deservedly bad reputation as the worst 
month of the year on average. It should be noted that on 
average, the decline in the month starts halfway to two-
thirds the way through the month, typically around the 
options expiry date. There is no guarantee that this will 
happen in 2021, but it is something to monitor. 

The good news is that if a large correction were to oc-
cur in September, it could lead to a good buy the dip op-
portunity. On a seasonal basis, the fi rst eighteen calendar 
days of the month, heading into earnings season tend to 
be positive in October. A stock market dip before this time 

would help to setup a rebound higher in October. It should 
be noted that October tends to be a very volatile month 
and similar to September, it tends to correct half way to 
two-thirds the way through the month. 

One more note on the seasonal trends at this time. If the 
market continues to climb a wall of worry in September 
and the fi rst part of October, it is often best not to rush 
into the stock market early in October. I will discuss this 
further in my October newsletter.

Seasonal Opportunities

Uranium –
Uranium and uranium companies have a strong seasonal 
period from October 4 to January 24

Recently, uranium companies have been on fi re. As a re-
sult, I am putting the sector at the top of the list in the 
Seasonal Opportunities. 

Uranium peaked in early June and slide into mid-August. 
The price put in a “V” shaped bottom and has recently 
been rising at a very fast clip. The seasonal period of 
strength for the sector typically starts in early October, 
after the World Nuclear Association Symposium. This 
year, it appears that the seasonal period has started early. 
The primary cause of the recent run in uranium is Sprott 
starting a physical uranium trust fund (Sprott Physical 
Uranium Trust Fund (U-UN.TO)). The fund has essen-
tially been squeezing the price of uranium higher. When 
investors buy a share of the fund on the Toronto Stock Ex-
change, the fund is obligated to buy an equivalent amount 
of physical uranium and store it. As of September 8, 2021, 
Sprott has amassed 24 million pounds of uranium and 
sometimes buying 500,00 pounds a day. The fund is es-
sentially taking uranium off  the market that could be used 
by the nuclear industry. This action has been forcing the 
price of uranium higher.

At this point, investors should expect some volatility. If 
the squeeze continues, it is possible that the price of ura-
nium could move much higher.
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My Call: Uranium will probably decrease its rate of 
ascent, but remain volatile over the next few months. 
Overall, uranium will probably perform well over the 
next few months.

Gold Bullion –
Gold bullion has a strong seasonal period from July 12 
to October 9

Gold has been in a consolidation phase for a few months, 
hoving around the $1800 level. Recently, as the yield on 

the US Treasury 10 Year has been trending slightly high-
er, gold has been pushed down when the US dollar has 
been showing strength. 

A combination of rising yields and a stronger US dollar 
could push gold down in a meaningful way. Investors 
should note that the seasonal period for gold ends in early 
October and often does not make it that far. It should be 
noted that October on average is a very weak month for 
gold. If gold is able to come out of October relatively un-
scathed, this would be good for seasonal run later in 2021.

My Call: Gold will probably continue to consolidate in 
the short-term and perhaps weaken in late September.

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

Gold miners have been underperforming gold since May. 
Given that gold miners fi nish their strong seasonal pe-
riod in late September and the stock market is on shaky 
ground, gold bullion is probably a better opportunity on a 
risk-reward basis at this time. If the stock market corrects 
sharply, gold miners could get hit quite hard, especially if 
the price of gold is retreating. 

On a technical basis, gold miners are just above support 
at $30 for GDX. If GDX breaks below this level, this in-
creases the probability that gold miners will head lower.

 

My Call: Gold miners will probably continue to be 
volatile and weaken against the S&P 500. This is par-
ticularly true given the weak seasonal back drop for the 
stock market in September.
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Biotech
The biotech sector has a strong seasonal period from 
June 23 to September 13

The biotech sector preformed well in May and June. It 
struggled relative to the S&P 500 in July. This was a bit 
of a seasonal anomaly, as July tends to be the strongest 
month of the year for the biotech sector. Overall, the sec-
tor is outperforming the S&P 500 in its seasonal period, 
but it is getting close to the end of its seasonal period. On 
a technical basis, the sector has been trending higher rela-
tive to the S&P 500 and has been breaking out on an ab-
solute basis. It is possible that the sector could continue to 
head higher, but investors should monitor for a pullback 
relative to the S&P 500.

My Call: The biotech sector will probably start to un-
derperform the S&P 500 in the near future.

Consumer Staples –
The consumer staples sector has a strong seasonal period 
from April 23 to October 27

The consumer staples sector is currently consolidating 
compared to the S&P 500. This is good news. On an abso-
lute basis, the consumer staples sector is consolidating in 
an upward wedge, which is generally bearish. Neverthe-
less, consumer staples sector has historically been one of 
the top performing sectors in October, which is a transi-
tion month for the stock market into its six-month 

My Call: The consumer staples sector will probably 
outperform the S&P 500 until late October.

Consumer Discretionary–
The consumer discretionary sector is generally weak at 
this time of the year. The sector has been underperform-
ing since early in 2021. Currently, the consumer discre-
tionary sector is at the top of its downward trending chan-
nel. Look for the sector to turn lower once again relative 
to the S&P 500 and continue to head lower in its down-
ward channel.

My Call: The consumer discretionary sector will prob-
ably underperform the S&P 500 in September.
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Transportation –
The transportation has a strong seasonal period from Oc-
tober 10 to November 13

The transportation sector is a barometer for the economy.  
The better the economy is performing, the greater the 
need to transport goods and people and as a result gener-
ally the transportation sector tends to perform well.

Since May, the transportation sector has been underper-
forming compared to the S&P 500. Recently, the sector 
has been starting to decline at a slower rate relative to 
the S&P 500. On an absolute basis, the sector has broken 
its downward trend line. Overall, the sector continues to 
have a negative profi le.

My Call: The transportation sector will probably con-
tinue to underperform the S&P 500 and start its strong 
seasonal period later than average.

Materials –
The materials sector tends to be weak in the month of 
September. In fact, on average since 1990 it has been the 
weakest major sector. On a relative basis compared to the 
S&P 500, the materials sector has been underperforming 
since May. In July, the sector put in a brief spurt of out-
performance, but has since started to underperform once 
again.

My Call: The materials sector will probably continue 
to underperform the S&P 500 in September and into 
October and possibly into November.

Canadian Banks –
The Canadian banking sector has a strong seasonal pe-
riod from October 10 to December 31

The Canadian banking sector has recently been showing 
weakness relative to the Canadian stock market. The main 
cause of the recent weakness has been Trudeau’s campaign 
announcement that if he is elected, he will place a special 
tax on banks profi ts. Bank stocks reacted negatively to the 
announcement. Recently, the Conservative Party has been 
taking the lead from the Liberal party in the election polls, 
making the bank tax less likely. Nevertheless, investors 
have continued to shy away from Canadian banks. 

Recently, the Canadian economy showed a contraction in 
GDP in the last quarter. This is a huge problem, especially 
given how much money the government is spending. If 
Canada shows further signs of slowing down, the banks 
may not perform as well as they usually do in October, as 
banks are sensitive to economic growth.
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My Call: The Canadian banking sector will probably 
perform at market until early October (election depen-
dent) and outperform in the second half of October and 
into November.

Health Care –
The health care sector has a strong seasonal period from 
August 12 to October 24

The health care sector has been outperforming the S&P 
500 since April. It has been trading in an upward trading 
channel. Currently, the health care sector is at the bottom 
of the trading channel and is poised to move higher in the 
channel.

My Call: The health care sector will probably continue 
to outperform the S&P 500 into late October.

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

Recently, yields on US government bonds have been ris-
ing slightly, bringing down the value of the bonds. Nev-
ertheless, US government bonds are still in an up trend. 

US government bonds have a strong history of turning 
lower in early October. If bonds do manage to perform 
well in October, this will be a sign that there will proba-
bly be continued downward pressure on yields in the next 
couple of months and will refl ect lowering expectations 
of economic growth.

My Call: US government bonds will probably rise mod-
erately over the next few weeks and then consolidate in 
October.

US REITs –
The US REIT sector has a strong seasonal period from 
March 8 to September 20

The US REIT sector started to outperform the S&P 500 at 
the beginning of 2021. In June, the relative performance 
tapered and the sector started to consolidate relative to 
the S&P 500. On an absolute basis, the sector has had a 
breakout higher. It should be noted that the sector ends 
its strong seasonal period very shortly. It this sector starts 
to turn lower, this will be an indication that investors are 
resigning to slower economic growth.
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My Call: The US REIT sector will probably start to un-
derperform the S&P 500 in the near future.

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 the beginning of July and has broken its relative 
downtrend line. On an absolute basis, the utilities sector 
has broken higher. Despite the positive technical profi le, 
the strong seasonal period ends shortly and investors 
should be monitoring the sector for a relative downturn.

My Call: The utilities sector will probably continue to 
outperform the S&P 500 for the rest of September and 
possibly into early October.

Agriculture–
The agriculture sector has a strong seasonal period from  
September 26 to November 11

The agriculture sector has been consolidating since April, 
and at the same time underperforming the S&P 500. The 
good news is that the sector appears to be breaking out 
relative to the S&P 500.

This sector could be a good opportunity, particularly if 
the stock market has a sharp correction in September. The 
agriculture sector tends to perform strongly in October.

My Call: The agriculture sector will probably start to 
outperform in October.

Natural Gas–
Natural gas has a strong seasonal period from September 
5 to December 21

Natural gas has been on “fi re” since mid-2020. Recently, 
natural gas has spiked just as it started its strong seasonal 
period. Investors should be careful as natural gas can cor-
rect sharply as it did in 2018 after rallying at a rapid pace. 
The price of natural gas can be extremely volatile.
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My Call: Natural gas will probably become very vola-
tile as the eff ects of Ida mitigating natural gas produc-
tion starts to wear off .

Technology–
Technology has a strong seasonal period from October 10 
to December 5

The technology sector has been performing at market for 
approximately one year. On an absolute basis, the sec-
tor is at the top of its trading channel. Interest rates have 
become infl uential for this sector. The sector has gener-
ally underperformed in a rising rate environment and vice 
versa. This was particularly true when cyclicals were out-
performing the S&P 500, as investors would shift to the 
cyclicals when interest rates were rising. When interest 
rates were falling, and investors were in a risk-on mode, 
the technology sector performed particularly well. When 
investors were in a risk-off  mode, a falling interest rate 
environment generally saw investors shift to some of the 

defensive sectors of the stock market.

The seasonal period for the technology sector starts soon. 
The performance of the technology sector in its seasonal 
period should give investors a good barometer of stock 
market conditions.

My Call: The technology sector will probably start to 
outperform the S&P 500 starting in late October.

Rants

Rant #1
Someone has rocks in their head
Liability disclaimer: My own personal opinion is that pet 
digital rocks are not worth anything. 

Call me a fool. Last month I was ranting about how crazy 
it was that people were buying simple jpeg pictures of 
rocks that anyone could reproduce in 5 minutes. As I was 
writing the piece, a rock pic or digital pet rock, increased 
in price from $135,000 to $251,092. Surely, this had to be  
the peak of stupidity. Well I was wrong. Once again, an-
other pet rock sold for more than it was previously priced. 
One month later, it sold for $1.3 million. 

If the rock pics keep increasing at a similar growth rate in 
the future they will be worth more than the entire world in 
not so many years.

I have any idea, why don’t we put the rocks on the block-
chain and use them as currency. Really, why not? Al-
though there are only 100 rocks, small pieces of the rocks 
could be called shards making it easy to use the rocks to 
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buy and sell items. Think about it, you could buy a house 
for half a rock and your groceries for a few shards. 

If you believe this, you have rocks in your head.

Rant #2
El Salvador - 
Cost of a McDonald’s breakfast just went up
... a lot

On Monday September 6, El Salvador started to accept 
Bitcoin as legal tender. On Tuesday, One patron was sur-
prised when he walked into McDonald’s and was able to 
buy his meal with bitcoin. It looks like while he was eat-
ing his meal, the price of Bitcoin went down over 10%. 

If the patron had only waited until lunch, he could have 
bought lunch cheaper than breakfast.

El Salvador bought 400 bitcoin as part of its support for 
its reserves. After the price dropped down over 10%, the 
President proclaimed that El Salvador was buying the dip. 
You got it, the President is gambling with the country’s 
cash reserves. El Salvador bought another 150 Bitcoins. 

Bond traders did not like the idea El Salvador accept-
ing Bitcoin as legal tender as El Salvadorian government 
bonds sold off . Look for more volatility for the bonds as 
the price of Bitcoin moves around. Crazy world.

Rant #3
Getting rich working for the government
US government offi  cials in the House and the Senate have 
an extremely low bar as a standard for trading securities 
when they have inside knowledge of upcoming govern-
ment deals.

In order not to be political, I will not name the govern-
ment offi  cial, but there is one  family member of a govern-
ment offi  cial that has been buying and selling stocks with 
huge amounts of money, frequently. A lot of the trades 
have the hallmark of front running government announce-
ments and deals. This is totally unacceptable. 

It is not just government offi  cials in the House and Senate 
that have been playing the stock market. On September 
7, 2021, it was announced that Kaplan, the Dallas Fed-
eral Reserve governor bought and sold millions of dollars 
in stocks in 2020. Although the Federal Reserve is not 
technically controlled by the government, how is this al-
lowed? The confl ict of interest is obvious. This is disgust-
ing and needs to be changed.

Rant #4
NYC – risk management failure ... again
Ida was the fi rst hurricane to hit NYC since the beginning 
of time. NOT. There were all sorts of pictures of fl ooded 
streets and subways in NYC during the Ida storm. Ida was 
called the storm of the century, but it was not. In the au-
tumn of 2012, the storm of the century, Sandy, hit NYC 
and caused a huge amount of fl ood damage. 
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Picture of New York subway being fl ooded during Sandy.

NYC talked about trying to protect the city with a se-
ries of levees. Of course nothing happened as politicians 
shied away from the multi billion dollar price tag. Sandy 
was supposed to be the storm of the century, so another 
storm would not likely come along for another 100 years. 

That is not how the probability works, but most people 
automatically assume that the storm of the century means 
one storm per century, which is incorrect. If it is going 
to be taken literally, then it means that on average one of 
these major storms is expected per century. It does not 
negate the possibility that two of these storms could oc-
cur much closer together, in fact, two storms in two years.

I doubt anything major will be done to protect NYC from 
another fl ood. The “chance” is too small of another major 
storm. It usually takes three events to shift human psy-
chology. My prediction is that it will take one more big 
storm of the century in NYC, before NYC fi nally admits 
that they must take action.


