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S&P 500 Technical Status

The S&P 500 “dipped” in September and broke its 
upward trend channel. It crossed below its 50 day 
moving average. In October, the S&P 500 has man-
aged to bounce above its 50 day moving average, 
but it still has not managed to make it back into its 
upwards channel. 

As the S&P 500 has bumped higher in October, 
volume has not been increasing. In other words the 
mini-mini-rally that has occurred lacks convictions. 

October is a volatile month. A few days of movement 
up or down will not determine the trend of the mar-
ket. Investors should expect more volatility ahead. 

It is important for the S&P 500 get back into its up-
ward channel in short-order, if it does not manage to 
do so, the S&P 500 will be vulnerable to a correc-
tion. A correction before the end of the month could 
lead to a buying opportunity late in the month.

Market Update
October tends to be a volatile month. On average, over 
the long-term, the S&P 500 has been positive in October. 
Nevertheless, October tends to be a volatile month for the 
stock market and that can often lead to opportunities. 

So far in October, the S&P 500 has been volatile, but has 
managed to be in the black. The stock market tends to 
rise in October, into Q3 earnings. On average, the stock 
market tends to correct sharply into late October, often 
presenting a good buying opportunity. 

If a substantial correction in the stock market were to oc-
cur, a mid-month dip could present a good buying op-
portunity. On the other hand, if the stock market is close 
to all-time highs, like it is currently, late in the October 
typically provides the best entry opportunities. 

The Non Farm Payrolls report was a disaster (again). It 
was expected that 500 thousand jobs were added in Sep-
tember. However, only 194 thousand jobs were added. 

The Hunt for Red October (Movie cira 1990)

So far in October, the stock market has been volatile, 
but it is in the black. Investors continue to hunt for 
a “Red October,” that could produce opportunities.
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Horizons Seasonal Rotation ETF (HAC : TSX)
Portfolio Exposure as of September 30, 2021

Symbol

Holdings % of NAV

Canadian Dollar Exposed Assets
Bonds

HFR Horizons Active Ultra-Short Term Investment Grade Bond ETF 13.5%

Commodities
HUG Horizons Gold ETF 5.1%

HURA Horizons Global Uranium Index ETF 1.0%

United States Dollar Exposed Assets

Bonds
HTB Horizons US 7-10 Year Treasury Bond ETF 4.6%

Equities
HXS Horizons S&P 500 Index ETF 29.9%
XLP Consumer Staples Select Sector SPDR 14.7%
XLV Health Care Select Sector SPDR 4.9%
FHH First Trust AlphaDEX US Health Care Sector Index ETF 3.2%

XLY Consumer Discretionary Select Sector SPDR -5.0%

US Dollar Forwards (September 2021) - Currency Hedge ** 0.1%

Cash, Cash Equivalents, Margin & Other 28.0%

Total ( NAV $225,419,825) 100.0%

** Refl ects gain / loss on currency hedge (Notional exposure equals 83.42% 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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Although the unemployment rate dropped, this is hardly 
a good sign as many workers have chosen to leave the 
workforce. On another bad note, wages increased by 
0.6%, which was higher than expected, on a month over 
month basis, Higher wage growth is helping to promote 
the narrative of higher infl ation.

Q3 Earnings ahead - changing narrative?
The stock market often runs into Q3 as investors antici-
pate positive earnings surprise. Once the earnings season 
gets underway, investors tend to fade the stock market 
and it retreats. The earnings growth rate is expected to go 
decrease after rising since Q2 of 2020. The problem is if 
weaker earnings growth rates start to become the narra-
tive, the stock market could be in trouble. I wrote an opin-
ion piece on this topic in the Globe and Mail on October 
5 for the Globe and Mail Advisor (https://www.theglo-
beandmail.com/investing/globe-advisor/advisor-stocks/
article-how-q3-earnings-could-lead-to-a-narrative-shift-
in-the-stock-market/) and for the Globe and Mail on Oc-
tober 6.

FOMC Meeting - the Big One
Investors are buying time for the next Federal Reserve 
meeting, which takes place on November 3. This is a big 
meeting because the Federal Reserve in its last meeting 
hinted strongly that they could announce QE tapering at 
the next meeting. Ok, lets be honest. If the Fed does taper, 
it will only be by a small amount. The current condition 
is that the Fed is acting recklessly by constantly fl ooding 
the market with extra liquidity. Nevertheless, the psycho-
logical shift in position, if tapering were to occur, could 
at least temporarily scare investors. Once investors fi gure 
out that the tapering will take place at an extremely slow 
pace, they will probably be placated and help to push the 
stock market higher. The Federal Reserve meeting could 
increase volatility, but in the end not disrupt the markets 
for an extended period.

Evergrande - is it the tip of the iceberg?
The Evergrande debacle in China has been simmering for 
a while. Investors were initially concerned, but the lon-
ger that Evergrande does not implode, the more investors 
have dismissed the potential ramifi cations. 

Evergrande at one time was the most valuable real es-
tate company in the world. Not anymore, as the price of 
Evergrande has fallen precipitously as its extremely lev-
eraged  position crumbled. The big question is, will the 
Evergrande situation cause a contagious spread to other 
parts of the China and the world? The initial problems 

that cause contagion are typically not predicted to devel-
op into a contagion. It is only natural for humans to be-
lieve that small problems will not become big problems. 

So far, the Chinese Communist Party has not taken much 
action to support the company. There is a general belief 
that China will be able to control the situation. People in 
the West believe that because China has an authoritarian 
government it can always step in and solve the situation. 
I am not in that camp. 

Recently, China has taken many actions against capital-
ism and is trying to shape the economy to better support 
the working people. With Evergrande, China is trying to 
conduct a “controlled demolition.” It wants to bring down 
the cost of housing even if a few companies go bankrupt 
along the way. Right now, China thinks that they can con-
trol the situation. Unfortunately, these things have a way 
of spiraling out of control even when everything seems 
to be okay. 

The Evergrande situation is not the only real estate com-
pany in China that is in trouble. The situation appears to 
have fallen of the radar for most people, but it could fl are 
up at any time. Investors should keep an eye on Ever-
grande and other Chinese real estate companies. If a few 
companies go bankrupt, this could spill over into the fi -
nancial markets. The Chinese real estate issue may be 
simmering in the background, but it is not going away.

What sectors I am watching in the market to get a 
read on sentiment?
It is important to follow sectors as barometers of the mar-
ket. Some sectors give an early clue to changing narra-
tives in the market or developing momentum. Below are 
a few of the sectors I am watching at this time.
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Metals & Mining -
The metals and mining sector has a strong seasonal pe-
riod from November 19 to January 5

The metals mining sector typically starts to perform well 
relative to the S&P 500 in mid-November. Even when the 
cyclical sectors are performing well in late October and 
early November, the metals and mining sector tends to 
lag.

If the metals and mining sector starts to outperform the 
S&P 500 in October (a break above its downward trend 
line and out of its consolidation box, this will be a good 
sign for the cyclical sectors, as it often means that the cy-
clical sectors have a higher probability of a sustained ral-
ly. It will also indicate that the S&P 500 has an increased 
probability of moving higher.

Technology - 
The technology sector has a strong seasonal period from 
October 9 to December 5 and then from December 15 to 
January 17

The technology sector typically starts to outperform the 
S&P 500 in mid-October. If the sector fails to outperform, 
this will indicate that the cyclical sectors of the market 
will probably have the upper hand until late December. 

Currently, the technology sector is in an upwards channel 
on an absolute basis and has been consolidating relative 
to the S&P 500 since August 2020 (graph below). The 
important signal to monitor is if the technology sector is 
able to breakout relative to the S&P 500 (bottom panel of 
graph below).

A rally in the technology sector, will probably be predi-
cated on falling interest rates. Given that falling interest 
rates could be indicative of a slowing economy, the rally 
may not have the “legs,” to move higher and will be on a 
less supportive footing.

Small Caps -
The small cap sector has a strong seasonal period from 
December 19 to March 7

The small cap sector has been consolidating since March 
2021 (right after its seasonal strong period ended). The 
big question is if the small cap sector is going to break 
out  relative to the S&P 500, ahead of its strong seasonal 
period. 
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It is important to monitor the relative strength of the small 
cap sector ahead of its strong seasonal period. So far, the 
small cap sector has been buying time. If the small cap 
sector were to break out above its trend line, this would 
be a bullish signal for the sector and the stock market. So 
far, this is not happening.

Seasonal Opportunities

Materials–
The materials sector has a strong seasonal period from 
October  28 to January 6

On a relative basis, compared to the S&P 500, the materi-
als sector is back to  late 2019 levels. If there is an eco-
nomic recovery, it would be expected that the materials 
sector would take part in this recovery. So far, we have 
not had this confi rmation.

My Call: The materials sector will probably start to out-
perform the S&P 500 starting in late October.

Industrials –
The industrial sector has a strong seasonal period from 
October  28 to December 31

The industrial sector has had a similar negative trend as 
the materials sector since June. This makes sense as both 
sectors are driven by economic expectations. 

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

Financials –
The fi nancial sector has a strong seasonal period from 
December 15 to April 13

The fi nancial sector started to outperform the S&P 500 
in July as interest rates started to increase. In the graph 
above, the middle panel represents the relative perfor-
mance between the fi nancial sector and S&P 500. The 
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bottom panel represents the yield on the 10-Year US Trea-
sury Note. It is easy to see the correlation between interest 
rate direction and the relative performance of the fi nancial 
sector compared to the S&P 500. This shows how much 
the sectors of the market are currently being aff ected by 
macro economic variables.

Although the fi nancial sector starts its strong seasonal pe-
riod in two months, the sector can start showing strength 
much earlier. It is important to start following the fi nan-
cial sector in October to assess its relative strength, in or-
der to get a read on the overall market health and for a 
possible early entry into the fi nancial sector.

My Call: The fi nancial sector will probably perform at 
market until in mid-November and then outperform the 
S&P 500.

Energy
The energy sector has a strong seasonal period from Feb-
ruary 25 to May 9

You might ask why I am including the energy sector in 
this newsletter if it does not start its strong seasonal pe-
riod at this time of the year. Given that the energy sector 
is one of hottest topics at this time, I thought that it makes 
sense to discuss the sector in this newsletter.

The energy sector has been a “hot” topic recently, as the 
price of oil has been climbing. Oil has been climbing in 
price as OPEC+ has held tight on its production targets, 
demand has been climbing and supply disruptions have 
been taking place. Energy stocks have responded appro-
priately.

It is important to put the recent price move in perspective, 
which is that it has been consolidating relative to the S&P 
500 since early 2021. The recent relative price move rela-
tive to the S&P 500 is equal to the decline that took place 
from June to August. Although the price of energy stocks 
have rallied strongly, the magnitude of the move is not out 
of the ordinary for commodity stocks. 

Although the fundamentals may appear to be strong for 
the energy sector, it is important to note that October and 
November are not particularly strong months for the sec-
tor on a seasonal basis. At some point in the near future, 
the energy sector rally could start to fade.

On a technical basis, the energy sector is in a broadening 
top pattern. If it turns down from its upper trend line, it 
could make its way down to the bottom trend line. 

My Call: The energy sector will probably peak shortly 
and underperform the S&P 500 in the near future.

Uranium –
The uranium sector has a strong seasonal period from 
October 4 to January 24

The seasonal period of strength for the sector typically 
starts in early October, after the World Nuclear Associa-
tion 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 essentially been squeezing the price of ura-
nium higher. When investors buy a share of the fund on 
the Toronto Stock Exchange, the fund is obligated to buy 
an equivalent amount of physical uranium and store it.
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Recently, uranium has pulled back a bit, but it is still in 
its upward channel on an absolute basis and relative to 
the S&P 500. Uranium still has a fair bit of time left in its 
strong seasonal period. 

My Call: The uranium sector will probably reduce its 
volatility for a bit and then resume its outperformance 
into yearend.

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

Gold bullion did not perform well in its strong seasonal 
period. Rising interest rates and a stronger dollar took their 
toll on gold bullion. The bottom panel of the graph shows 
the movement of the yield on the US Treasury 10-Year 
Note. Overall, gold bullion has been forming a wedge pat-
tern as it has been consolidating. It is possible that it could 
break through the upside of the pattern, which would be 
bullish for gold. If gold manages to perform well in Oc-
tober (not a strong seasonal month), this could be a sign 
that gold is setting up well for its next seasonal period that 
starts in late December. 

My Call: Gold will probably consolidate around cur-
rent levels, and start to perform well in late November 
before the start of its strong seasonal period.

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

Like gold, gold miners did not perform well in their 
strong seasonal period. In fact, they underperformed gold 
bullion as both gold moved lower and the stock market 
moved lower. At this point, before the next strong sea-
sonal period for gold miners, gold miners are going to be 
dependent on both gold bullion and the stock market for 
support. Positive sentiment for gold bullion and a strong 
stock market could help to move gold miners higher.

My Call: Gold miners will probably start to outperform 
in late November.

Biotech
The biotech sector has a strong seasonal period from 
June 23 to September 13

The biotech sector fi nished its strong seasonal period one 
month ago. The sector outperformed the S&P 500 in its 
seasonal period. As it fi nished its seasonal period, the bio-
tech sector headed lower.
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My Call: The biotech sector has fi nished its seasonal 
period. It is not expected to outperform in the short-
term.

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

Consumer staples initially underperformed the S&P 500 
at the beginning of its seasonal period. At the start of July, 
the consumer staples sector started to perform at market. 

The consumer staples sector typically performs well in 
October, and is one of the top performing sectors over the 
long-term.  

My Call: The consumer staples sector will probably 
outperform the S&P 500 over the next few weeks.

Transportation –
The transportation sector has a strong seasonal period 
from October 10 to November 13

The transportation sector started to struggle in May at the 
same time that as the cyclical sectors. In September, the 
transportation sector started to stabilize and is now show-
ing signs of breaking out of its down trend.

My Call: The transportation sector will probably mod-
erately outperform the S&P 500 over the next month.

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

Canadian banks have been consolidating on an absolute 
basis over the last few months on an absolute basis and 
relative to the S&P/TSX Composite Index. Banks dipped 
in September when Trudeau pledged to institute a special 
tax for Canadian banks. The date for the special tax has 
not been announced. 

The current state of rising interest rates is favorable for 
Canadian banks.
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My Call: The Canadian banking sector will probably 
outperform the market until the end of November.

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

The health care sector has been underperforming the S&P 
500 since September. It has pulled back to its upward 
trend line on an absolute basis. It should be noted that the 
health care sector tends to perform well in the month of 
November. So, it is possible that we could the health care 
sector bounce off  its current levels.

My Call: The health care sector will probably perform 
well until the end of November.

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

US government bonds have recently been performing 
poorly as interest rates have been rising. 

One of the worst times of the year for government bonds 
is from October 4 to October 28. So far, government 
bonds have been following their seasonal trend of poor 
performance in October.

My Call: US government bonds will probably under-
perform the S&P 500 into mid-December.

Rants

Rant #1
THE STUPIDEST IDEA EVER!
1 Quadrillion dollar coin - solves everything!
Okay, I am being a bit over the top on this one, but I had 
to make my point. Nevertheless, there is a large move-
ment for the government to mint a platinum $1 trillion 
coin. Yup, you got it. There is an increasing movement for 
the government to print money out of nowhere to support 
more spending. 
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The constitution has a provision for the government to 
mint a platinum coin and declare it worth any amount. 
The constitution is specifi c that it has to be a platinum 
coin. There is some debate whether this is legal or not, 
but it might not matter. Two years ago, who would have 
thought the Federal Reserve would buy Microsoft and 
Apple bonds (It is illegal under the Federal Reserve Act). 
Yet, they did through a special purpose vehicle.

The platinum coin can be any size. In practice, the gov-
ernment would mint the coin and deposit it in its Treasury 
General Account at the Federal Reserve. As a result, the 
government has a $trillion to spend. Ok, what an absolute 
stupid idea. Has anyone thought this through. This would 
be sold as a one-time event, never to be repeated. 

If you believe that the government would only do it one 
time, you probably believe that infl ation is transitory. It is 
with absolute certainty that if a one trillion dollar coin is 
minted, then another one will be minted down the road, 
despite promises to the contrary. Sometime, down the 
road another one-time exception will arise. At this point, 
if it had not happened already, investors will lose faith in 
the US dollar. 

How did we get here? The government has been spend-
ing recklessly for many years. The central bank has been 
artifi cially manipulating the markets for many years. And 
yet, there has not been any major consequences for the 
economy. So, why not print “free money” and get all the 
things that we want. The problem is that there will be con-
sequences further down the road. It is just taking longer 
for the problems to develop than previously thought.

I have an idea, if the government is going to print only 
one platinum coin, they should print a one sextillion dol-
lar coin. Crazy world.

Rant # 2
FOMC Stock Market Club

In my last newsletter, I ranted about Kaplan (Governor 
of Dallas Fed bank) was trading stocks during the CO-
VID-19 pandemic. This is an obvious confl ict of interest. 
Well, Kaplan was not the only one trading stocks. Boston 
Fed Governor Eric Rosengren was also trading as well. 
It does not stop there. Powell himself bought a bunch of 
municipal bonds before the Federal Reserve took actions 
to help municipal and other bonds in 2020.

This is getting ridiculous and is unacceptable. 

Rant #3
Increasing chance that Powell will be gone
The odds that Powell will not be the Federal Reserve 
chair in February are increasing. After Fed governors 
were exposed to be trading securities while actively rec-
ommending policies that would eff ect those securities, 
The timing of these events has been fortuitous for those 
that are looking to install someone even more dovish than 
Powell to head the Federal Reserve. Elizabeth Warren has 
been strongly advocating that Powell not be selected as 
the next chair. 

The reality is that the far left-wing of the Democratic 
government wants the government to increase its spend-
ing dramatically and persistently. They view the current 
COVID situation as an opportunity to make the world a 
diff erent place. For the government to spend ever increas-
ing amounts of money, they have to sell bonds into the 
market. The government needs the Federal Reserve to be 
able to buy those bonds (from a third party), in order to 
keep a lid on interest rates.

Last year, I predicted that Brainard a Federal Reserve 
Governor, would probably be Powell’s replacement in 
2022. This is becoming increasingly likely. Brainard is 
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the dove of all doves. If she does become the next chair of 
the Federal Reserve, we will all be in trouble as the free 
money policies will be extended indefi nitely. Long live 
the trillion dollar coin(s).

Rant #4
Yellen - Make Up Your Mind !

In 2018, when Janet Yellen was the chairperson of the 
Federal Reserve, she said that the US defi cit was unsus-
tainable. She was also referring to the unsustainable debt. 
In recent weeks, Yellen has claimed that the US debt is 
reasonable and that the payments on the debt are manage-
able given the low interest rates. 

Ok, when I went to business school, I had to do a sensi-
tivity analysis when analyzing diff erent situations. In this 
case, it would naturally be expected to assess the risk if 
interest rates increased. For example, would it be easy for 
the US to pay its obligations if interest rates went up from 
1.5% to 3% on the US Treasury 10-Year Note. My answer 
I don’t think so. In other words, Yellen is not doing her 
job.

What has changed from 2018 when Janet Yellen said that 
the defi cits were unsustainable; to 2021 when Yellen is 
saying “bring it on?”

Nothing. If the debt was unsustainable in 2018, there is no 
reason to think that it is not sustainable now. Oh, some-
thing did change. Janet Yellen now works for the govern-
ment as the Treasury Secretary. She has joined the crowd 
that COVID-19 is an opportunity to change the world for 
the better. The government should spend huge amounts 
of money to make changes to the way that society oper-
ates. Debts and defi cits do not matter, we can worry about 
those down the road.

Recently, Biden has been claiming that a proposed $3.5 
trillion spending package will cost $0. This is not a politi-
cal statement, but it should be fairly obvious that this is 
not the case. Recently, Yellen was asked if she thought 
that the $3.5 trillion spending package would cost $0. She 
said “yes.” Uhmm, she knows better.

While I am ranting, I have a crazy thought about the fu-
ture. This is not a political statement. If Joe Biden, were 
to leave the offi  ce of President before his term was up, 
maybe, somehow, Janet Yellen could be parachuted in 
to the job. I know that Harris as VP would automatically 
take the spot, but if the party is really bent on the govern-
ment spending without limit, who better to lead the way 
than Yellen. It would be easy to point to her experience 
as Fed chairperson and Treasury Secretary. She would 
bring comfort to the masses, as she increased the amount 
of debt the US would have to pay back down the road. In 
theory, Yellen becoming President is not possible, but it 
seems anything goes these days.
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