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October has long been judged as the scary month in the stock market. Does it deserve its 
reputation?

Over the long-term in October, the S&P 500 has produced an average gain of 0.8% and has 
been positive 60% of the time, from 1950 to 2019. So why do investors cringe when October 
rolls around? In one word: volatility.

When October rolls around, there is usually a few articles in the media on how the stock 
market can be a scary place for investments during the month. October has earned its scary 
reputation with the infamous crash that occurred on October 29, 1929 (Black Tuesday) and 
the October 19, 1987 crash. It is not just that a few large crashes have occurred in October, 
but on average volatility tends to peak in October. 

The graph above, shows the average cumulative percent change in the CBOE Volatility Index 
(VIX). It goes back to 1990 and avoids including the two big crashes that are often synony-
mous with October. Volatility tends to increase from July and spike in October. When volatil-
ity recedes in October, the S&P 500 tends to put in a "bottom." This year, the VIX reached 
a low of 15.1 on July 2 and has since been trending higher. Currently, the VIX is fl oating 
around the 20 level, which is not really a concern in and of itself. The point is that volatility 
is following its seasonal trend and has been rising since July, as shown in the graph below.
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Good News - Volatility can provide opportunities
The stock market can provide opportunities in October. Over the long-term, the tendency 
is for the stock market to bottom towards the end of October. In fact, this is the time when 
the stock market starts its six-month strong seasonal period that lasts from late October to 
early May. After extensive research many years ago, I found the optimum date on average to 
increase equities in the market is to be invested by October 28. Last year, late October was 
a good time to increase equities, as the stock market was negative for the month, but started 
to perform well late in the month. In 2019, the stock market put in a mini-bottom in early 
October.

If the stock market is close to an all-time, it is often best to be patient and increase equity 
exposure towards October month end. If the stock market is volatile during the month of 
October, steep drops can lead to a good opportunity during the month to start "legging" into 
the market with more exposure. Either way, October could once again provide volatility 
excitement and opportunities.
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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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