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In my October Newsletter, I mentioned that October was a bear killer, 
where bear markets tend to bottom. This report adds some data, showing 
how many bear markets and corrections have ended in October versus 
other months of the year.

The graph below illustrates that October is by far the most populous month of the 

year for bear and stock market corrections to bottom. The next month with the 

highest number of incidences of bottoms is March. If the stock market is negative 

in the beginning of the year, March can be an infl ection point for the stock market 

to turn higher. Note: The stock market tends to have very few bottoms from April 

to September. 

If the stock market is going to bottom in the spring, it typically bottoms in March, 

ahead of one of the strongest months of the year- April. May through September 

has very few bottoms as this tends to be a weak time of the year in the stock market. 

If the stock market is negative at this time, it tends to continue with poor perfor-

mance until October.

Bear markets can end at diff erent times for diff erent reasons. Sometimes the econ-

omy is starting to turn higher. Sometimes the stock market has just gone down too 

much compared to the profi t outlook of companies. Usually there is a catalyst that 

is a turning point for the stock market. Often there is some capitulation, where 

investors “throw in the towel.” Sometimes the stock market just turns higher after 

a large drop. 

Bear markets can end at 
diff erent times for diff erent 
reasons...
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No one knows when the current bear market will end. However, on a seasonal 

basis, most bear markets and corrections end in October. The stock market has a 

well established seasonal pattern of performing well from November to April. The 

stock market gains, on average, in this six-month period far exceed the gains in the 

other six months. Stock markets often bottom in October, regardless of how severe 

the correction. Why? The main reason is that investors have a liquidity preference 

cycle where they reduce risk in the summer months during the holiday season and 

increase risk after the holiday season in the autumn. In addition, analysts tend to 

revise their estimates for companies downward in the summer months after start-

ing the year too aggressively. 

In the end, on average, late October tends to be a good time to enter the stock mar-

ket, especially after a large correction has occurred in the summer months. Cor-

rections and bear markets do not thwart this trend, rather they support a positive 

infl ection point for the stock markets in October.

Bear markets are defi ned as losses greater than 20% and corrections are defi ned 

as losses greater than 10%, but less than 20%. Bear markets, by defi nition tend 

to last longer than corrections. A correction has to occur before a bear market is 

registered. 

Corrections and bear markets tend to be common. In the graph below, the grey bars 

represent corrections and the blue bars represent bear markets. There is one period 

in which there is a dearth of corrections and bear markets, the 1990’s leading up 

to the tech wreck. So far, in the current bear market there is nothing abnormal on a 

duration and decline basis. The current bear market has only lasted ten months so 

far versus the average eleven months, since 1950. The loss so far has been 25%, 

versus an average of 33% since 1950. 

It is always hard to buy when the stock market has been correcting over a multi 

month period. It is natural to extrapolate the trend out indefi nitely. There are al-

ways weak data points for the stock market. There is always something “out there” 

in the future that could either end the bear market or make it worse. However, if 

there were one month to make an increased allocation to equities on a seasonal 

basis, looking for a bear market to end, it is October. 

In the end, on average, 
late October tends to be 
a good time to enter the 
stock market...

Corrections and bear mar-
kets tend to be common...
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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 Thackray is a Research Analyst with Horizons ETFs Management (Canada) Inc. (“Horizons 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, including 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. Commissions, trailing commissions, manage-

ment fees and expenses all may be associated with an investment in the ETF which is managed by Horizons 

ETFs Management (Canada) Inc. The ETF is not guaranteed, its values change frequently and past perfor-

mance 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 invest-

ment risk and price volatility risk. Such risks are described in the ETFs 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 publication, no warranty with 

respect to the accuracy or completeness is given. The information presented is for educational purposes and is 

not investment advice. Historical results do not guarantee future results
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