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Interday sector volatility has been high. This often indicates that the market is waiting for the 
next narrative, or driver to dominate the market and push it higher or lower. 

A lot of investors think that volatility is just measured by the CBOE Volatility Index (VIX), 
but there are many diff erent measurements in diff erent markets. Although there is not an in-
terday sector volatility measurement (note to self: develop one), relative daily sector move-
ment is an indicator of diff erent conditions in the stock market. Please note than some people 
prefer the term inter-day, but interday also correctly defi nes the concept of "between subse-
quent days." 

When a macro theme dominates the stock market, typically there is some consistency of sec-
tor domination from day to day and also parts of the market, such as growth, cyclicals and 
defensives. When one sector strongly outperforms one day and strongly underperforms the 
next day and then strongly outperforms once again the following day, this is often a sign that 
the stock market is looking for direction, especially when this is happening across a num-
ber of sectors. This is also true when the market quickly cycles between growth, cyclicals 
and defensives parts of the market. This daily interday volatility is what we are seeing in 
the stock market right now. Is the stock market about to establish a sustained direction as a 
catalyst unfolds?

Last week was a shortened week with Labor Day falling on Monday. Overall, the S&P 500 
was negative for the week. The big major sector (S&P GICs) loser for the week was the Real 
Estate sector. This was partly the result of the real estate sector bouncing "down" from a gain 
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of over 4% in the previous week. The top performing sector last week was the consumer 
discretionary sector. On Tuesday, the stock market was lower. The consumer discretionary 
sector was the top performing sector and the worst performing sector was the industrial 
sector. Tuesday's relative gains and loss ranking is very similar to how the week ended up.

On Wednesday, relative sector performance was shuffl  ed. The defensive sectors were gener-
ally the best performers, with utilities being the top performing sector.
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On Thursday, everything fl ipped with the defensive sectors generally performing poorly, the 
cyclical sectors were the best performing and the growth sectors were all negative.

On Friday, the best performing sectors were the cyclical sectors. The worst performing sec-
tors were the defensives, and the growth sectors' performance was in between the cyclicals 
and defensive sectors.
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Last week, the sectors and their grouping rotated back and forth. One day the utilities sec-
tor was the best performing sector and a few days later it was the worst performing sector. 
The energy sector was one of the best performing sectors and the next day it was the worst 
performing sector. 

The cyclical, growth and defensive sectors also jostled for position last week. Of course, 
there is typically some fl uctuation in the market, but when it increases above the norm, 
investors should be monitoring the market for a new narrative developing that could poten-
tially push the stock market higher or lower. Investors should look for the confi rmation of 
this new narrative taking hold by increasing volume in the relevant sector(s) and the broad 
market. Currently, volumes have been declining as the S&P 500 has been moving higher. A 
spike in volume should be easy to determine.

Currently, the Q2 earnings season is winding down and as a result the earnings of the re-
maining companies will probably not have a huge impact on the markets. The government 
is no longer announcing COVID relief programs and its proposed $3.5 trillion spending pro-
gram is looking less like to be passed. The result is that government actions in the short-term 
are less likely to have an impact on the markets. 

There are always the economic reports such as the CPI number to be released on Tuesday 
September 14, 2021. This report could be important in providing more information about 
whether expectations of the Federal Reserve tapering in the future should be modifi ed. A 
miss to upside could shift the narrative to persistent infl ation with a corresponding shift to 
the cyclical sectors of the market. A miss to the downside could shift the narrative to the 
infl ation receding helping to support the bond market and bond proxies. 

Looking forward, the bigger narrative "shifter" could be the Q3 earnings season which is 
fast approaching in October. Year over year earnings growth is expected to recede compared 
to Q2. Even though this is expected, just the fact that earnings are "tapering," could shift the 
narrative. To help determine if the narrative is shifting the market for a sustained directional 
move, watch for a shift to reduced interday sector volatility.
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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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