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S&P 500 Technical Status

The S&P 500 got pummelled in January. It was not 
surprising to see some weakness in the stock mar-
ket as the stock market had been moving higher 
since November, at the same time the RSI (Relative 
Strength Index showing price momentum) was mov-
ing lower. This divergence often gets resolved with a 
lower price move in the market.
Support for the S&P 500 is in the 4300 area. If it 
does make it down to this level, pundits will start 
drawing a head and shoulders pattern. I purposely 
did not draw a head and shoulders pattern on the 
graph as this market can still resolve to the upside. 
Still, the left shoulder would be the peak in Septem-
ber, the head would be the peak at the end of 2021 
and the right shoulder is still to early to determine.
A positive development in the markets would be for 
the RSI to continue higher above 50. At this time, the 
stock market still has a favorable seasonal tailwind 
as it is in its six-month favorable period for stocks.

Market Update
Canada vs USA - 
Is it Canada’s turn to outperform in 2022?

Canadians somehow expect the Canadian stock market to 
outperform the US stock market every other year or at 
least once every few years. Unfortunately, the stock mar-
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Horizons Seasonal Rotation ETF (HAC : TSX)
Portfolio Exposure as of January 31, 2022

Symbol

Holdings % of NAV

Canadian Dollar Exposed Assets
Commodities

HUZ Horizons Silver ETF 3.9%

Equities
HEWB Horizons Equal Weight Canada Banks Index ETF 19.6%
HXCN Horizons S&P/TSX Capped Composite Index ETF 31.0%
HXT Horizons S&P/TSX 60 Index ETF 15.3%

United States Dollar Exposed Assets

Commodities
GLD SPDR Gold Shares ETF 6.9%

Equities
HXS Horizons S&P 500 Index ETF 7.9%
XLB Materials Select Sector SPDR Fund 3.8%
XLI Industrial Select Sector SPDR Fund 6.6%

GDX VanEck Gold Miners ETF 2.8%

US Dollar Forwards (February 2022) - Currency Hedge ** 1.1%

Cash, Cash Equivalents, Margin & Other 1.1%

Total ( NAV $227,601,235) 100.0%

** Refl ects gain / loss on currency hedge (Notional exposure equals 29.62% 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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ket does not take turns. What matters is the driving forces 
behind the markets moves. In recent years, it has been the 
large technology companies that have outperformed the 
market which favor the US stock market. The S&P/TSX 
Composite Index has not outperformed the S&P 500 since 
2016 and the time before that was in 2010. It has been a 
long haul.

In 2022, the Canadian stock market has been outperform-
ing the S&P 500 as the technology sector faltered. Is it 
possible for the Canadian stock market to outperform the 
US stock market in 2022? Yes.

Typically, the technology sector performs well in Janu-
ary, but higher interest rates and investors reactions to 
earnings have been less than stellar for some companies. 
There are some companies that have performed well on 
earnings, but some technology companies have found 

their share price sliding in value after reporting earnings 
better than expectations. When investors react negatively 
to good earnings, this is a sign of weakness for the sector.

As I have written about in past newsletters, rising interest 
rates do not favor growth companies as their valuation 
is largely dependent on a stream of earnings far in the 
future. If the technology sector underperforms, it is very 
likely that the Canadian stock market will outperform the 
S&P 500. 

The Canada vs US story is more than just a technology 
story: it is also a value sector story. Of course the tech-
nology sector is growth orientated. However, the growth 
sectors of communication services and consumer discre-
tionary are also overrepresented in the US market.

 

On a seasonal basis, the value sector tends to outperform 
the growth sector from late February to mid-April.

Growth has strongly outperformed value over the last de-
cade. The last year that the Canadian stock market outper-
formed the US market was in 2016. The last year that the 
value sector outperformed the growth sector was 2016. 
Coincidence? No. It is a simple fact that the Canadian 
stock market is more value orientated compared to the 
S&P 500. Since late 2020, value has been outperforming 
the growth sector and as a result the Canadian stock mar-
ket has been outperforming the S&P 500. 

If the technology sector continues to stumble and the val-
ue sector continues to outperform the growth sector, there 
is a strong probability that the Canadian stock market will 
outperform the US stock market in 2022. The last caveat 
that I would state would be the performance of the energy 
sector. If the energy sector somehow gets clobbered, it 
would make it less likely that the Canadian market would 
outperform. Nevertheless, 2022 does have a lot going for 
it, for the Canadian stock market to become the champion 
over the US stock market. At least for a year.
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Earnings Don’t Matter - Much!
Google (Alphabet)
Over the last few years, earnings have not much mat-
ter much in driving the market. It has been really about 
how much liquidity the Federal Reserve is adding to the 
market and how much money that government is spend-
ing. Indirectly, interest rate movement has been a driv-
ing force. Earnings have played a role, of course, but not 
nearly as much as they have historically. 

There is something else that should be noted. In the past, 
when a bellwether company such as Google (Alphabet) 
has strongly beaten their earnings expectations, it has 
generally driven the stock market much higher. The earn-
ings helped to create a broad market rally. On February 
1, 2022, when Google released strong earnings, the next 
day its stock price increased by 7.5%. In comparison, the 
S&P 500 only went up by less than 1%. There was no 
spill over into the broad market. Similarly, when Amazon 
announced strong earnings on February 3, Amazon in-
creased by 13.5% and yet the S&P 500 only increased by 
0.5%. on the day. Once again, there was not a signifi cant 
spillover into the broad market.

The fact that strong earnings in bellwether companies 
have not helped to create a broad stock market rally is not 
a good sign for the health of the markets.

The Omicron wave is receding and countries around 
the world are removing all restrictions - what does 
it mean for the markets?

The following statement is not a political statement. It 
just deals with facts and trends.

The simple fact is that Omicron is receding and there is 
a growing number of countries around the world that are 
dropping all of their mandates, restrictions and passports. 
Does that mean that we go back to “normal.” Probably 
not. There is defi nitely a large group of people that are 
roaring “to go.” They will be the ones that will go on 
cruises and party like it is 1999. However, there is a group 
of people that will remain very cautious and take a wait 
and see attitude.

The “wait and see” group of people on margin will make 
a diff erence. I saw an element of this when I was in Dal-
las Texas not too long ago. Dallas did have some restric-
tions in early 2020, but they did not last long. Currently, 
Dallas does not have any restrictions for COVID-19, yet 
businesses were not “buzzing” like they were before the 
Covid pandemic. I asked the locals what was going and 
the overwhelming answer I got is that behaviors have 

changed. People do not go out to restaurants and bars like 
they did in the past. They still go out but not as much.

 

Rampant infl ation is not helping solve the problem, but 
the “lack of going out” existed before the real eff ects of 
infl ation were hitting the average person. 

The “wait and see” group of people are going to take a 
long time to change their behaviors and there will be an 
element of society that will not go back to frequent eating 
at restaurants and going out for the night. The last part of 
the economic growth curve out of the pandemic situation 
is going to be slow.

Governments will try to make up for the reduced con-
sumer spending by increasing their spending. However 
it is becoming more diffi  cult for governments to spend 
money, especially in the short-term. Governments will try 
to increase “infrastructure” spending, but that will mainly 
have longer term eff ects, not short-term eff ects. 

Investors should be careful in extrapolating the removal 
of all Covid restrictions with economic growth. It is pos-
sible that in the not so distant future all restrictions will 
be removed in almost all countries around the world, but 
economic growth could still falter.

January Barometer
The January Barometer was developed by Jeff rey Hirsch 
many years ago. It basically states that as January goes, 
so goes the year. The premise of the theory is that January 
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is when investors develop their sentiment for the stock 
market that carries on for the year. Although, the Janu-
ary Barometer is not mathematical correct, as you cannot 
include the predictor in with the predicted, it does speak 
to investor sentiment. 

The fact that the S&P 500 lost over fi ve percent in Janu-
ary does not necessarily mean that the stock market will 
be negative for the year. On average, it is not a good idea 
to base a portfolio allocation program for the year based 
upon one month’s performance. Nevertheless, January’s 
negative performance does highlight the current investor 
sentiment.

Seasonal trends - broad market for February
February tends to be a weak month on average over the 
long-term, particularly the last half of the month. Towards 
the end of the month, value tends to starts to perform well. 
Value has already been performing well and could con-
tinue this trend into March and April. 

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

The energy sector has been on fi re. The energy sector has 
been a solid performer from the beginning of the year. 
Typically, January is a volatile month for the energy sec-
tor and often leads to good entry opportunities. This time 
around the energy sector took off  like a rocket and never 
looked back. Limited supply of oil, rising demand and 
a war premium make for a great back drop for energy 
companies.

The biggest short-term risk to the energy sector is if 
the Russia - Ukraine confl ict gets settled without a war 
(let’s hope). This would remove the rising war premi-
um that is being built into the price of oil.

Given that the energy sector has become stretched to the 
upside, it is typically best to wait until the start of the sea-
sonal period before taking a position.

The energy sector is currently at the top of its trading 
range. If the sector breaks above the top of its trading 
channel, that would be good news. Watch for the sector 
turn lower before the start of its seasonal period in late 
February.

My Call: The energy sector will probably provide a 
good opportunity for entry before the end of February. 
The sector will probably perform well in March and 
April.

Materials
The materials sector has a strong seasonal period from 
January 23 to May 5.

The materials sector has been underperforming the S&P 
500 since mid-January. The sector has failed to gain trac-
tion as investors perceived that a hawkish stance from the 
central banks will impinge economic growth. 
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It should be noted that the materials sector, on aver-
age over the long-term since 1990, has been the top 
performing sector in the month of February. 

So far, the materials sector has not performed well in the 
initial stages of its seasonal period. If the sector contin-
ues to underperform, it will be a good indicator that stock 
market probably has limited upside at this time.

The fact that the materials sector is having trouble fi nding 
its “legs” at this time of the year indicates that there is not 
a lot of faith in a strong growing economy.

My Call: The materials sector will probably start to 
moderately outperform the S&P 500 into April.

Industrials –
The industrial sector has a strong seasonal period from 
January 23 to May 5

Recently, the industrial sector has been underperforming 
the S&P 500. The fact that the industrials sector is having 
trouble fi nding its “legs” at this time of the year indicates 
that there is not a lot of faith in a strong growing economy. 
Investors should not necessarily give up on this sector at 
this time. If the economic reports show a strong economy, 
and investors are moving away from the technology sec-
tor, the industrials sector could perform well.

My Call: The industrials sector will probably outper-
form the S&P 500 into early May.

Technology–
The technology sector has a strong seasonal period from 
December 15 to January 17

The technology sector has fi nished its strong seasonal pe-
riod. Given that the sector is underperforming and it has 
fi nished its strong seasonal period, typically, it is best to 
look at other sectors of the stock market for better op-
portunities.

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

The US fi nancial sector has had a strong run relative to 
the S&P 500 since late December. Rising interest rates 
have helped to propel the sector higher. Relative to the 
S&P 500, the US fi nancial sector is at the top of its trad-
ing channel. 

If interest rates head lower, it is likely that US fi nan-
cials would lag the stock market.
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My Call: The fi nancials sector will probably continue to 
outperform the S&P 500 into mid-April.

Canadian Banks
The Canadian banking sector has a strong seasonal pe-
riod from January 23 to April 13

The Canadian banking sector has had a strong run from 
late December, strongly outperforming the Canadian 
stock market. A combination of higher interest rates and 
higher volatility in the markets have helped to propel the 
Canadian banking sector higher.

In times of volatility, Canadian investors are attracted 
to Canadian banks because of their fi nancial stability 
and high dividend payouts.

There is no reason to think that the Canadian banks can-
not continue to perform well in their strong seasonal peri-
od which ends in mid-April. However, if the stock market 
were to have a full risk-on rally and interest rates were to 
decline, it is likely the Canadian banks would be laggards. 

My Call: The Canadian banking  sector will probably 
continue to outperform the Canadian stock market into 
mid-April.

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

The uranium sector has fi nished its strong seasonal peri-
od. It has recently been underperforming. Although there 

is a good fundamental reason for uranium to perform well 
as more countries classify nuclear energy as “green” en-
ergy, the seasonal period of strength has fi nished. 

Gold Bullion
Gold bullion has a strong seasonal period from Decem-
ber 27 to January 26
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Gold bullion is in a consolidation phase on an absolute 
basis. 

The yellow metal is holding “its own” given that the 
yield on the 10-Year US Treasury has been rising. Gold 
bullion can perform well past the end of its strong sea-
sonal period and into March.

My Call: Gold will probably perform well into March.

Gold Miners
Gold miners have a strong seasonal period from Decem-
ber 23 to February 14

Gold miners have been consolidating on an absolute ba-
sis. Since the beginning of the year, the gold miners have 
been outperforming the S&P 500 as the stock market 
moved lower. This is good news for the miners. Typically 
when the stock market heads lower and gold is “fl at”, the 
gold miners tend to underperform. 

My Call: Gold miners will probably perform well into 
March.

Silver
Silver has a strong seasonal period from December 27 to 
February 22

Silver has been holding in during its seasonal period, de-
spite rising interest rates. At this time, it looks like it is 
bouncing off  support. Relative to gold, it is still above 
support. Although the strong seasonal period for silver 
ends in late in February, silver can perform well into April.

My Call: Silver will probably outperform the S&P 500 
into late March or early April.

Homebuilders
Homebuilders have a strong seasonal period from Octo-
ber 28 to February 3

The homebuilders sector has been underperforming the 
S&P 500 since December 2021. It has passed the end of 
its seasonal period. From a seasonal viewpoint, the sector 
is not attractive, especially given that it has been under-
performing.
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Consumer Discretionary
The period of seasonal strength for the consumer discre-
tionary sector ends mid-April. 

The consumer discretionary has been underperforming 
since November. Recently, the sector has reached its level 
of support on an absolute basis and relative to the S&P 
500. Typically, the consumer discretionary sector per-
forms well in February relative to other major sectors of 
the market. Amazon, which is a large part of the consum-
er discretionary sector, recently released strong earnings 
which have helped the consumer discretionary sector to 
bounce off  support.

My Call: The consumer discretionary sector will prob-
ably perform at market over next few months.

Metals and Mining
The metals and mining sector has a strong seasonal pe-
riod from January 23 to May 5

The metals and mining sector has been consolidating 
on an absolute basis and relative to the S&P 500. If the 
economy were strong and growing, this sector should be 
outperforming, especially in its strong seasonal period. 
This is currently not happening. At this point, it is a wait 
and see situation. A break above its absolute and relative 
consolidation channels would be positive for the sector 
and the stock market.

My Call: The metals and mining sector will probably 
outperform the S&P 500 into the end of April.

US Real Estate
The US Real Estate sector has a strong seasonal period 
from March 8 to September 20 

The US real estate sector in the US has been underper-
forming since the beginning of the year and is above sup-
port on both an absolute and relative basis. The sector has 
been underperforming as interest rates have been rising. 
If interest rates start to fall, the US real estate sector could 
outperform the S&P 500.
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My Call: The US Real Estate sector will probably out-
perform the S&P 500 over the next few months.

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

The small cap sector has been underperforming the S&P 
500 since November. It has not performed well in its sea-
sonal period. When the small cap sector underperforms 
the S&P 500, it often signals that investors are not buying 
into a risk-on movement. 

My Call: The small cap sector will probably perform at 
market into the beginning of March.

Rants
Rant #1
Powell is Tone Deaf
In a tone deaf statement after the Federal Reserve meeting 
on January 26, 2022, Powell in explaining infl ation says 
that, “some people are prone to suff er more.”

The Federal Reserve has been a major contributor to 
wealth inequality and to infl ation. Sure, the Federal Re-
serve has helped to pump the economy and to infl ate as-
sets, but they have gone way too far and have been too 
slow in curtailing the excesses. 

Powell has not admitted that the Federal Reserve has done 
anything wrong. He passes the blame to others. 

Really, infl ation hurts everyone (except the government). 
It hurts the low income, middle income and high income 
groups. The low income group because the cost of essen-
tials, such as food, increase. The middle income group 
because infl ation erodes their savings. The high income 
group because infl ation erodes their savings. Sure, people 
with hard assets and fi nancial assets have benefi tted, but 
we all lose in the end as ineffi  ciencies run rampant in the 
economy.

Rant #2
Bank of Canada is clueless on real estate!
Carolyn Rogers, Bank of Canada Senior Deputy Gover-
nor (Number 2 position at the Bank of Canada), was just 
appointed to her position in December 2021. 

Recently, Rogers said during a press conference that a 
lack of housing supply was driving price increases, with 
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existing homes up a record 26% in December from a 
year ago. Rogers’ statement is hilarious. For some reason 
journalists don’t question such a ridiculous statement. 

When Rogers is talking supply, she is not talking about 
the physical supply of housing. And even if she were, she 
would be dead wrong with her analysis as supply did not 
decrease by 26% last year. When Rogers talks about the 
supply of houses, in real estate terms, supply refers to the 
number of houses on the market for sale. Sure there has 
been low supply or inventory, but who do you think has 
caused that situation? Answer: The Bank of Canada. 

The Bank of Canada has maintained an extremely aggres-
sive monetary policy in 2020 and 2020. Their policy has 
been nothing shore of reckless. Sure, something had to be 
done initially in 2020, but there was not a need for reck-
less easy monetary policy in 2021.

In 2021, the Bank of Canada was buying Mortgage Back 
Securities in order to lower mortgage rates. The result has 
been driving up demand for houses because of artifi cial-
ly low interest rates. As house prices have risen, inves-
tors owning homes and consumers have held on to their 
properties as long as possible in order to capture a higher 
price. The result has been a reduced supply of housing on 
the market.

You want a solution. Raise interest rates. Investors that 
have been hanging onto houses will quickly bring their 
properties on to the market. Supply in the market would 
increase and fast. Problem solved. It is that simple.

Tiff  Macklem and Carolyn Rogers, do your job and raise 
interest rates and stop passing the blame on to others for a 
condition that you have caused.

Rant #3
Yellen tries to push Modern Monetary Theory 
(MMT) under a diff erent name - Modern Supply-
Side Economics (MSE)

If your product does not work, change the name!

You heard it right. Yellen is trying to push MMT under 
a diff erent name. MMT was tried in 2020 and 2021 and 
it failed miserably. Modern Monetary Theory, which 
is just basically saying the government can spend as 
much money as they want has caused huge problems. 
For a while, it all seemed too good to be true lots of free 
money being passed out. Of course, some people needed 
the money because the government had shut down their 
businesses, but many people were better off  not working. 

MMT has created a situation where infl ation has been 
ravaging the lower and middle class. Real wages have 
decreased and consumers are becoming frustrated. The 

government still wants to spend money it does not have. 
With MMT a failure, something had to be done, change 
the name from MMT to Modern Supply Side Economics 
and give the concept a new image. 

Of course, Yellen had to keep the word “Modern” in the 
tile and make it sound “jazzy.” Yellen also changed the 
word “Theory” to  “Economics.” It sounds so much more 
practical and rooted in evidence. So what is Modern Sup-
ply Side Economics other than government spending. It 
is supposed to mean the government increasing supply 
in the economy through government spending on such 
things as infrastructure. However, it really is just govern-
ment spending on whatever they want. We have seen this 
repeatedly as governments continuously classify their 
spending as “human infrastructure,” when it has nothing 
to do with infrastructure.  In the end, government spend-
ing is government spending and Modern Supply Side 
Economics is just Modern Monetary Theory. 

Rant #4
US Debt Offi  cially Reaches $30 Trillion...soon to 
reach $50 Trillion (sarcasm, but maybe not)!

You read it right, $30 trillion.

$30 Trillion
Years ago, one trillion dollars was a lot of money. Citizens 
used to get concerned if the government was taking on 
more debt. There was some accountability as people put 
pressure on governments to control their spending.

Things have changed.

Governments have spent and given away a lot of money 
and disaster has not taken place. Interest rates are low and 
money is fl owing in the economy. Everything seems fi ne 
- except it is not. 

If you are interested in tracking the ever increasing US 
debt, refer to: usdebtclock.org. The site has some great 
stats on how much everyone in the US is owes.
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Governments are borrowing money in order to spend. 
This would typically drive up interest rates, but the cen-
tral banks have been monetizing the debt, buying the 
bonds in the open market. Obviously, this cannot go on 
forever, but many politicians and citizens somehow be-
lieve it can. If the current course is maintained, eventu-
ally the US fi nancial system will crumble. President of 
the Federal Reserve Bank of St. Louis, James Bullard has 
claimed that $30 trillion debt is no big deal. Really. One 
day it will become a big deal, when no one is expecting 
it. So it is a big deal –  today.


