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I am going to stick my neck out here and say that
the Federal Reserve will probably pivot in January. I know, a few people have had their heads
handed to them on this one.
Thackray’s 2023 Investor’s Guide is now out in
books stores and available online. New strategies
include Fastenal, Duke Energy, Emera, American
Express, Brink’s .... and more!

First, let’s define pivot.
There are varying definitions of “pivot” in diﬀerent dictionaries. Marriam Webster - A usually marked change
- an adjustment or modification made (as to a product,
S&P 500 Technical Status
The S&P 500 is just above the 50 day moving average and at the mid-point between the downward bottom and top trend lines. The real test for the S&P 500
will be when the S&P 500 tries to breach the upward
trend line (around the 4000 level).
If the S&P 500 is able to break above 4250 level,
then the S&P 500 will have completed a double bottom breakout, which is a bullish scenario. At this
level, the S&P 500 will have also broken the 200
day moving average, which is also a bullish development.
Volume increased when the S&P 500 bottomed in
October and has been increasing as the S&P 500 has
rallied. This is a positive development.
On a seasonal basis, the stock market is in one of
the strongest periods of the year, providing a good
tailwind for the stock market to move higher, at least
until the end of the year.
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Horizons Seasonal Rotation ETF (HAC : TSX)
Portfolio Exposure as of October 31, 2022
Symbol
Holdings

% of NAV

Canadian Dollar Exposed Assets
HUN
HXT
HEWB
HURA

Commodities
Horizons Natural Gas ETF
Equities
Horizons S&P/TSX 60 Index ETF
Horizons Equal Weight Canada Banks Index ETF
Horizons Global Uranium Index ETF

1.3%
33.4%
11.9%
1.8%

United States Dollar Exposed Assets
Equities
HXS
XLP
XLI
XLK
XLB

Horizons S&P 500® Index ETF
Consumer Staples Select Sector SPDR Fund
Industrial Select Sector SPDR Fund
Technology Select Sector SPDR Fund
Materials Select Sector SPDR Fund

5.5%
12.0%
12.1%
10.0%
9.9%

US Dollar Forwards (November) - Currency Hedge **

0.5%

Cash, Cash Equivalents, Margin & Other

1.5%

Total ( NAV $192,392,719)

100.0%

** Reflects gain / loss on currency hedge (Notional exposure equals 45.30% of current NAV)

The objective of HAC is long-term capital appreciation in all market cycles by tactically allocating its exposure
amongst equities, fixed income, commodities and currencies during periods that have historically demonstrated seasonal 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.
— 2 —
alphaMountain Investments - alphamountain.com

service, or strategy) in order to adapt or improve. In other
words, a shift, but not necessarily a reversal of path.

go to January. My ballot is cast.

In the context of the Federal Reserve, a pivot can mean an
adjustment lower of the federal funds rate, or a statement
that it is more willing to decrease the speed of its interest
rate increases (a soft pivot). A hard pivot of “pausing”
interest rate increases could still take place a bit later, in
the first quarter of 2023.
It was not that long ago that Powell said that it would
be best to front-end load the interest rate hikes. This was
an indirect comparison to the approach that Yellen took,
dragging her feet every time the Federal Reserve was preparing to lift the federal funds rate by 25 bps.
Front-end loading implies that the Federal Reserve gets
the maximum benefit from every basis point increase.
This is a totally diﬀerent world compared to the past. It
would be pointless to increase the rates and tell everyone
that you are going to lower rates soon. This would be a
waste of bps increases.
If Powell came out and said that Federal Reserve is
“thinking about” (famous last words) pausing in the next
meeting, the stock market would go sky high. Powell is
going to move as slow as possible in reducing the pace of
rate hikes and pause as long as possible.
Every adjustment in the federal funds rate will be attached
with a disclaimer that the Federal Reserve is staying at the
current level until conditions dictate otherwise. With each
adjustment, Like Yellen, Powell will be very slow to act.
The only diﬀerence was that Yellen was slow to raise and
Powell will be slow to cut.
The Powell Pivot II, when it occurs will be a slow motion
aﬀair. It will barely be noticeable and there will be many
arguments about whether it is a pivot at all. We have had
these arguments before. Remember, the QE program that
was declared Not QE, and investors went along with it.
Or the most recent argument, “we are in a recession.” The
point is that investors will be arguing about whether the
Powell Pivot II is actually taking place. If you are waiting
for Powell to come on stage with a band and celebrate a
pivot (like he did in 2018, but no band), you are mistaken.
Why am I hanging my hat on a January pivot. The Federal
Reserve, it seems likes to use December as the time to announce a new initiative. In December 2015, Yellen finally
starting raising the federal funds rate after promising for
an extended period of time. In December 2018, Powell
pivot and promised that he would never break the stock
market again (sarcasm). This time around, Powell will
want to hang on as long as possible before having some
sort of soft pivot. So, he will probably skip December and

“Scottie” in the original Star Trek Show - “She
can’nae take anymore, Captain!”
Scottie was the Chief Engineer aboard the USS Enterprise. It was inevitable that the USS Enterprise would
suﬀer damage in an inter-galactic attack and survival of
everyone on board was dependent on Scottie fixing the
propulsion system. Under Captain Kirk’s orders Scottie
pushed the physical and engineering limits of the spaceship and somehow managed to save the day at the last
moment.
The current situation is a bit like the back-and-forth between Captain Kirk and Scottie. Powell (Captain Kirk) is
pushing the system to the limits and some of the federal
reserve governors (Scottie) are telling Powell the system
is close to the breaking point. Powell is hanging on to
rate increases, but at some point the situation will change,
before the system breaks (hopefully).
Technology - Not the love spot it once was

For so many years, investors used to run back to the tech
sector at every opportunity possible. Sure there were times
when the technology sector underperformed the S&P 500,
but investors saw this as an opportunity to get “back-into”
the sector. It was like buying the dips. This changed in
2022. As interest rates have been rising the technology
sector has been underperforming.
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So where have investors been going? In late 2021 and
early 2022, investors rotated out of the technology sector
and into the defensive sectors. Investors still wanted to
stay in the stock market, but they wanted somewhere safe
to hide.
In 2022, investors started to rotate into the industrials sector, which outperformed the S&P 500. Half-way through
October, the industrials sector took oﬀ and strongly outperformed the S&P 500. Instead of rotating out of technology sector and into the defensive sectors, investors
have been gearing up their seasonal appetite for beta and
moving into some of the cyclical sectors, including the
industrials sector.
More recently, the materials sector has started to follow
suit, outperforming the S&P 500, as investors appetite for
the cyclical sectors have increased.

Every year at this time I write about gold and silver,
which have a strong seasonal period from late December
into the new year. In the past, I have stated that if gold and
silver perform poorly into late December, this is typically
a good technical setup for entry. However there are times
when the precious metals start their run early, particularly
if they performed poorly early in the year.
Mid-term Election- Good News
By the time that this newsletter wends its ways over the
electronic fibres of the world, the mid-term election will
probably be over. I am not going to take a political stance
in the newsletter. Whatever the outcome, investors will
probably try and spin the news as positive for the stock
market. If the Republicans gain ground, investors will
probably state that grid-lock is good for inflation as the
government will not spend money that it does not have.

Defensive sectors acting as a sentiment barometer watch utilities in December
Last year, something really weird happened in December
2021. The S&P 500 moved higher, interest rates moved
higher and the defensive sectors outperformed the S&P
500. In fact, the utilities sector was the top performing
major sector of the market.
As described above, investors have been shunning the
technology sector and looking for other areas of the stock
market for their money. If we once again see the defensive sectors outperforming the S&P 500 in December, this
could be an indication that investors are getting anxious
about the stock market, particularly if the stock market
and interest rates are moving higher.

If the Democrats gain ground, investors will probably
spin the situation as being positive, as the government
will spend more money, helping to stimulate the economy.

If the defensive sectors outperform, particularly the utilities sector, this could be a signal that the stock market is
at an inflection point and about to turn lower in late December or early January.

I know, the two statements above are contradictory. That
is the point. Investors will try and make the best of the
situation. From a seasonal basis, the stock market tends to
perform well in November and December on an average
basis, independent of the “winning” political party.

Gold and Silver- Get ready - maybe now?

US Dollar Pivot Point for the stock market

The US dollar vs world currencies has been on fire since
the beginning of 2022. This is after a strong performance
in 2021. The eﬀects have been huge across the world. The
stronger dollar brought the stock market lower, emerging
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markets have been hammered and commodities have suffered.
From a seasonal period basis, the US dollar tends to have
a weak seasonal period from November 16 to December
31 (Thackray’s 2017 Investor’s Guide) many citizens in
the US repatriate large amounts of US dollar back to their
“home countries.” In addition, many foreign companies
also repatriate money to countries outside of the US.
It should be noted, the US dollar tends to perform well
once again in January, as US dollars are needed to fund
company orders in the new year. Nevertheless, we are
currently starting a weak seasonal period for the US dollar relative to world currencies.

On a frequency of being positive, December is the strongest month of the year and November is the second strongest month of the year. Together, November and December are the two strongest contiguous months of the year.

Mid-term election years - similar, but October
tends to be strong
On a technical basis, the US dollar is at its trend line. If
the US dollar breaks below trend line, it could drop at a
sharp rate.

In the mid-term election years, October and November
have been the strongest months of the year.

If the US dollar turns lower, this will probably give the
stock market and commodities a boost. Risk-on assets
would likely be a beneficiary.
November and December - 2 Strongest Contiguous
Months
On a seasonal basis, November and December are the
two strongest contiguous months of the year. Below is a
graph of the S&P 500 monthly performance since 1950.
November on average has produced an average gain of
1.7% and December 1.5%. April is also a strong month,
but its two neighboring months March and May have returns less than December.

On a frequency basis, October and November have the
highest frequency of positivity. December is also strong,
but not as strong as October.
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Seasonal Opportunities

Canadian Banks
The Canadian banking sector has a strong seasonal period from October 10 to December 31.
Canadian banks have been consolidating relative to the
TSX Composite since April. They have just recently entered into their strong seasonal period. A consolidation
before a strong seasonal period is usually a good technical
setup. Banks are currently being held back by the fear of a
possible recession. This is a legitimate concern, especially if and when real estate gathers steam to the downside.
In mid-term election years, there is a bit of a shift from
non mid-term election years. In non mid-term election
years November and December tend to be the strongest
months of the year. In mid-term election years, October
and November tend to be the strongest months. December
is still positive. In mid-term election years, investors need
to watch for the stock market weakening in late December
and January. In fact, on average, January tends to be negative at the start of the year after the mid-term election.

On the other hand, Canadian banks are an oligopoly that
pay out high dividends. As such, if the stock market stutters, Canadian investors often seek the shelter of Canadian banks.

Good News – Opportunity ahead

If the Canadian banks start the season by releasing lower
than expected earnings and underperforming, the situation should be reassessed.

November is the month of hope!

In the last earnings season, the Canadian banks had mixed
results, and some started to establish Loan-Loss-Provisions. Canadian banks report their next earnings seasonal
for their full year starting in the last week of November.

At the beginning of November I released a video, “What’s
Hot & What’s Not in October - The Month of Hope.”
Check it out
https://www.youtube.com/watch?v=7v-eahfPqvQ&t=1s
The video can also be found on alphamountain.com.
My Call: The Canadian banking sector will probably
outperform the S&P/TSX Composite into late November and possibly until the end of the year.
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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 has been performing at market
since late 2021. For technology investors, this has been a
disappointment. In mid-October the technology started its
strong seasonal period. Typically, the technology sector
outperforms in late October, into November. So far, this
has not happened, which is not a good sign for the technology sector’s relative performance. It is possible that
the technology sector may not perform as well in this time
period as it has in the past.

the industrials sector has outperformed the S&P 500, 75%
of the time. It is possible that the industrials sector could
keep outperforming, into December.

My Call: The industrial sector will probably continue to
outperform the S&P 500 until the end of the year.

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

My Call: The technology sector will probably perform
at market into mid-December.

Industrials
The industrial sector has a strong seasonal period from
October 28 to December 31 and then from January 23 to
May 5.
The industrial sector has been outperforming the S&P
500 since the beginning of 2022, but has recently broken
above resistance as its strong seasonal period started. This
is a positive signal. On an absolute basis, the industrials
sector is set to break out above its top trend line and possible above the peak that it set in August. If it is able to
break above the peak, this would represent a double-bottom breakout, which is a bullish signal.
On a seasonal basis, the industrials sector is one of the
strongest sectors of the market in November. Since 1990,

The materials sector from July to the beginning of October performed at market, very recently, just after the
strong seasonal period for materials started, the materials
sector has started to spike higher relative to the S&P 500.
This is a good sign for the materials sector. Relative to the
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performance of the industrial sector, the materials sector
is lagging, but it is still outperforming the S&P 500 and
could play catch-up relative to the industrials sector.
My Call: The materials sector will probably outperform
the S&P 500 into the new year.

Metals & Mining
The metals and mining sector has a strong seasonal period from November 16 to January 5
The metals and mining sector starts its strong seasonal
period shortly. The sector has already been outperforming the S&P 500 since July. This is a positive sign. On a
technical basis, the metals and mining sector is poised for
a breakout. If economic numbers do not fall apart and investors continue to rotate away from technology, the metals and mining sector could be set to perform well.
My Call: Uranium will probably outperform the S&P
500 into the new year.

Natural Gas
Natural gas has a strong seasonal period from September
6 to December 21
Natural gas has been volatile and has pulled back from its
August high. In late October natural gas pulled back lower as warm weather in the northern hemisphere tempered
demand. In mid-November, natural gas has been starting
to show some strength.

My Call: The metals & mining sector will probably outperform the S&P 500 into the new year.

Uranium
The uranium sector has a strong seasonal period from
October 4 to January 24
The uranium sector got oﬀ to a slow start at the beginning
of its seasonal period. Relative to the S&P 500, the sector
has been consolidating in a symmetrical triangle. Look
for the uranium sector to break out of this triangle. If the
cyclical sectors continue to outperform the S&P 500, this
will be good news for uranium.
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My Call: Natural gas will probably outperform into
the end of November and early December with volatile
moves.

US Financials
The financials sector has a strong seasonal period from
December 15 to April 13
The financials sector has been performing well as the
yield on the 10Yr Treasury Note has been increasing,
helping to boost the performance of the financials sector.
Currently, the financials sector is on the verge of a double
bottom breakout, which would be a bullish scenario for
the financials sector.

My Call: The financials sector will probably outperform into the end of the year.

sonal period.
It should be noted that the small cap sector could be vulnerable to tax loss selling. This year, being a down year
for the market provides opportunities to harvest tax losses. The reality is that investors tend to prefer to sell small
caps over large caps to generate tax losses. In other words,
there could be some volatility in the small cap sector in
December. There could be a good opportunity for entry in
the small cap sector in December.

My Call: The small cap sector will probably provide a
good opportunity for entry in December.

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

The consumer discretionary sector has a strong seasonal
period from October 28 to mid-April

The small cap sector has been outperforming the S&P
500 since the summer. The sector’s outperformance has
been helped by a stronger US dollar. Small cap companies revenues are largely driven by domestic sales, versus
large caps that derive a substantial portion of their revenues from non-US companies. As a result, the revenues
of large cap companies decline as the US dollar rises.

The consumer discretionary sector tends to perform well
from late October to mid-April. Recently, the sector has
been underperforming the S&P 500. The main cause for
the underperformance of the sector has been the weak
performance of Amazon and Tesla, which are the two biggest constituents of the sector. At this time, despite being
in its strong seasonal period, the consumer discretionary
sector is ranked low on the preference list.

The small cap sector starts its strong seasonal period in a
few weeks. It is possible that the small cap sector could
have a double bottom breakout as it starts its strong sea-

The chart below shows that credit card and short-term
debt is moving higher at the same time the savings rate
has been moving lower. This is not a good situation for
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consumer spending, and could weigh on the consumer
discretionary sector.

My Call: The retail sector will probably start to underperform the S&P 500 in late November.

Rants

Rant #1
Inflation came from nowhere!

My Call: The consumer discretionary sector will probably perform at market over the next three months.

Retail
The retail sector has a strong seasonal period from October 28 to November 29
The retail sector has been performing at market recently. On a technical basis, the sector has broken its downtrend and is now consolidating. The sector could perform
well for the duration of its seasonal period, but investors
should be careful, as this sector often falters after Black
Friday. This could be particularly true this year as retailers
are struggling with large inventories.

Recently, in a public interview, Lagarde claimed that:
“inflation came from nowhere.”
This is my vote for the “Quote of 2022.”
I have cast my ballot.
Central bankers around the world have fessed up and admitted that they “printed too much money,” causing inflation. Not Lagarde.

Christine Lagarde pretends she does not know how
inflation is created. She better be pretending, or Eu— 10 —
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rope has big problems ahead, even bigger than today. debt to gdp ratio of over 250%. It has been able to run
Why this matters for the stock market
The European economy is suﬀering largely because of fiscal incompetence by the ECB. If Lagarde and others have
not learnt any lessons from what has happened, good luck
in managing the problems in the future.

Rant #2
AOC - “Inflation is not going up due to government policies. Inflation is going up due to Wall
Street decisions.”

huge fiscal deficits because of its export surpluses and
high savings rates and low inflation. As the US dollar
moves higher and the yen falls in value, Japan should be
letting its interest rates rise. The government and the BoJ
for some reason believe they are immune to world macro
events. It is only a matter of time until Japan FX reserves
will have diﬃculty in supporting their currency.
The problem is that Japan has no choice. It is a basket
case and will have diﬃculty servicing its debt with higher
interest rates. So, Japan pretends there is not a problem
and prints more money to fight inflation. This is insanity.

Why this matters for the markets
Japan is not alone. Many countries around the world are
still printing money to try and solve inflation. Given Japan’s precarious position with a high debt to GDP ratio, it
could be the canary in the coal mine for developed countries in trying to deal with systemic macro problems.

Rant #4
A “lump” of irony
Recently, on a TV appearance AOC stated that inflation is
going up due to Wall Street.

Germany dismantling wind farms to make way for
a coal mine

—Name one example (please do not say “greedy oil companies” that has already been tried).

BTW....I am all for getting rid of coal plants in a reasonable and responsible fashion. The ideal scenario
is not to have any coal plants for power.

Rant #3
Japan - quadruples down on insanity
More acts of insanity - Japan $200 Billion in new
spending

Source: Oilprice.com
https://oilprice.com/Latest-Energy-News/World-News/
Germany-Is-Dismantling-A-Wind-Farm-To-Make-WayFor-A-Coal-Mine.html
Japan is a basket case. The yen has been plunging as the
Bank of Japan has been trying to enforce yield curve control to keep its interest rates artificially low. Japan has a

Germany has a large mix of solar panels and wind farms
and as a result have one of the highest mixes of renewable
energy in their grid. In recent years, the system has been

— 11 —
alphaMountain Investments - alphamountain.com

straining as Germany does not have a strong baseline
power source.
In recent times, with a gas shortage German power prices
have been spiking, forcing Germany to change its course
several times on power sourcing. This has been very unproductive, ineﬃcient and bad for the environment.
When I went to Business school many years ago, for any
course, if you did not have plan, you would fail.
It seems that Germany is operating without a plan. There
seems to be a lack of common sense in figuring out how
to source power in Germany. Germany, please create a
responsible plan that makes sense. Please.
Why this matters for the markets
There are a lot of moving parts in the economy in 2022.
Because of past decisions, it is a particularly diﬃcult situation. A lot of decisions being made today do not have
proper consideration for the welfare of people. Some of
the decisions seem more political signaling rather than
acts of responsibility grounded in common sense. This
matters because it creates a slow growth economy in
which it will be diﬃcult for the stock market to have an
extended multi-year rally.

I have said this many times before, CBDC’s on the surface appear to be good, speeding up transactions, making cross border payments easier etc. In reality they are a
gateway for greater government control and ultimately a
social credit system.
That is only half of the problem. The government and
central banks have done a disastrous job managing the
economy, with way too much stimulus for too long. They
did this with a paper fiat currency system. With a CBDC,
it will be so much easier for the government and central
bank to make a mess of the economy.
Why this matters for the markets
Democracy is slipping in western nations, as governments
usurp individual rights and are increasingly controlling
the main stream media and social media. Centralized
government power is never good for economic growth
which ultimately leads to a slower growth environment
for the stock market. Despite some obvious positive benefits from a CBDC, if and when it is implemented, the
negatives far outweigh the positives and will ultimately
hurt economic growth.

Rant #5
Rishi Sunak - Britain PM CBDC Salesperson of the Year
This is not good!

Rishi Sunak was appointed the Prime Minister of Britain
(not elected). Rishi Sunak has been acting as a salesperson for the CBDC for the last few years.
Recently, Russell Brand, a popular podcaster, has produced a couple of satirical videos on Sunak’s trying to
push Britain using a CBDC. He states that Sunak’s Family Runs a China-Linked, World Economic Forum Partner
Company Pushing Digitial ID and Social Credit Scores.
Source: National Pulse.
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Disclaimer: Comments, charts and opinions oﬀered 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 oﬀered 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 reflected
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, 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 volatility 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 eﬀorts 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
Mailing List Policy: We do not give or rent out subscriber’s email addresses.
Subscribe or Unsubscribe to the Thackray Market Letter: Please visit alphamountain.com.
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