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Introduction
Welcome to Generation ETFs, brought to you by Horizons ETFs Management Canada Inc. This is a
podcast series dedicated to the next generation of investing. I’m your host Donna Papacosta, and in this
series, Generation ETFs will aim to educate and inspire investors to understand and be active in their
portfolios by discussing market trends and investment strategies with the leading experts in the
industry.
In this episode of Generation ETFs, you’ll hear from Brooke Thackray. Brooke is a research analyst at
Horizons ETFs Management Canada Inc. and Canada’s leading expert on seasonality. In fact, he has
written nine books on seasonal investing, including Thackray’s 2015 Investor’s Guide. He is also a
frequent guest on BNN.
In this conversation, Brooke discusses seasonality and what it means for investors today.
Interview
Interviewer:

Brooke, it's 2016. You've got your latest investor book out and we're continuing on this topic of
seasonality. What are the big trades for each quarter in 2016?

Brooke Thackray: In the 2016 book there's lots of excellent seasonal trades in the book. But if we wanted to take a
look at one trade per quarter that investors can focus on in 2016, in the first quarter, the
materials sector represents an excellent seasonal opportunity, particularly because this sector's
been beaten down so much in 2015 relative to the market. If you see the economy start to
produce stronger numbers, the materials sector should respond well. From 1990 to 2015, from
January 23rd to May 5th, you've seen this sector give an average performance of 7.3% and be
positive 77% of the time.
If you look at the second quarter, fixed income, which is a totally different asset class altogether,
provides an excellent opportunity. Fixed income tends to do well when the stock market goes
into a more conservative mode. Very often the market will peak in May and investors still want
to be invested in something, so they tend to rotate into the fixed income market. Fixed income
tends to do well from May 9th to October 3rd.
When we look at the third quarter, gold is usually a good seasonal opportunity in this quarter.
From July 12th to October 9th from 1984 to 2015, it produced an average rate of return of
23.8%, and it's been positive 68% of the time. The seasonal impetus for that, what's driving that
sector at that time, is that there's just an imbalance between supply and demand where demand
in the fall time, because of larger purchases that take place in the fourth quarter – whether it's
our culture or the Asian culture or the Indian culture – we see a lot of purchases take place. This
drives back where gold has to be bought to make gold jewellery in the summer months driving
up the price at that time. It hasn't worked all the time. It can be a very volatile trade, but if you
want to buy gold, that's the one time of the year you should be focusing on it.
For the fourth quarter, one of the things that I want to emphasize as well as far as the seasonal
trade goes, is that in my book I talk about the Canadian snowbird trade. That is that investors
should focus on the U.S. market from October 28th until December 13th. In that time period you

see the S&P 500 tends to outperform the S&P TSX composite. It's a good place to be in the fourth
quarter of the year.
Interviewer:

One of the major seasonal trades in your book is the small cap effect as you call it. What is this
trade and when can investors watch out for it?

Brooke Thackray: The small cap sector trade really is ... The genesis was the January effect. A lot of people have
heard of the January effect where stocks tend to do well in January because they can be beaten
down at some point in December from tax loss selling. Really, that's one of the trades that's
actually shifted because investors really want to be in the market for the new year. It's best to
actually enter into the small cap sector a little bit earlier. Don't wait until the end of the year
from a seasonal perspective, but actually get in in mid-month. So from December 19th until
March the 7th, the small cap sector from 1979 to 2014 has actually produced a 5.7% average rate
of return. If you compare it to the large cap sector, it's outperformed it 69% of the time, so more
than 2/3rds of the time. You want to be in before January, so mid-December, and you want to
extend that out until the beginning of March.
Interviewer:

As we all know, many Canadians are heavily invested in our big five banks. When is the
favourable period for financial stocks, Brooke?

Brooke Thackray: The favourable seasonable period for banks is actually two periods in the year. One is from
October 10th until December 31st and the other seasonal period is from January 23rd to April
13th. From 1990 to 2015, Canadian banks have produced an average rate of return of 5.6% and
it's been positive 73% of the time from January 23rd to April 13th. Now, Canadian banks are
always, typically in the Canadian portfolio, a good core position, but this is when they tend to
outperform the TSX composite.
Interviewer:

Oil had a tough year in 2015. During what periods do you think energy is likely to have a rally?

Brooke Thackray: There's no question that oil and oil stocks have had a tough time in 2015, and even in 2014, the
last half of the year. Ironically, the seasonal period for the energy sector including oil stocks has
actually worked in 2015. The best time to be in oil stocks is from February 25th until May 9th. If
we go back and look at the NYSE ARCA Oil Index, XOI, and the average gain from February 25th to
May 9th from 1984 to 2015, has been 7.1% and it's been positive 84% of the time. Despite oil
going down last year for most of the year in 2015, it did manage to be successful in its seasonal
period and it's definitely a period of time in 2016 when investors should be looking at to invest in
oil because if you want to invest in oil, or oil stocks, this is the one time of the year where you
should be looking at that sector.
Interviewer:

Brooke, what are the advantages of using an ETF like HAC to capture these seasonal trends that
you've been talking about, or are investors better off trying to capture the trades on their own?

Brooke Thackray: The beauty about seasonal investing is that the strategies can be used by individuals in their own
portfolios. They can take advantage of a lot of the principles of seasonal investing. If you're
looking at a comprehensive approach, a complete strategy to take advantage and get the full
benefit of seasonal investing, HAC, that's what HAC provides. It's a very active strategy and it's a
very disciplined strategy. It requires an extreme amount of work to put it all together. That's
something that an average investor doesn't have the time or the expertise to take advantage of
that. Yes, there is a value of adding and investing into HAC.

Thanks for listening to Generation ETFs. For more information on specific exchange traded funds offered

by Horizons ETFs, please visit Horizonsetfs.com. Do you have a comment about this podcast? Or do you
have a question for our guest? You can email us at generationETFs@horizonsetfs.com, or find us on
Twitter, Facebook and LinkedIn. If you like what you’ve heard so far, don’t forget to subscribe for
upcoming episodes.
Disclaimer
Horizons ETFs is a member of Mirae Asset Global Investments. Commissions, trailing commissions,
management fees and expenses all may be associated with an investment in exchange traded products
managed by AlphaPro Management Inc. and Horizons ETFs Management (Canada) Inc. (the “Horizons
Exchange Traded Products”). The Horizons Exchange Traded Products are not guaranteed, their values
change frequently and past performance may not be repeated. Certain Horizons Exchange Traded
Products use leveraged investment techniques that can magnify gains and losses and may result in
greater volatility of returns. These Horizons Exchange Traded Products are subject to leverage risk and
may be subject to aggressive investment risk and price volatility risk. The prospectus contains important
detailed information about the Horizons Exchange Traded Products. Please read the prospectus before
investing.
The views/opinions expressed herein may not necessarily be the views of AlphaPro Management Inc. or
Horizons ETFs Management (Canada) Inc. All comments, opinions and views expressed are of a general
nature and should not be considered as advice to purchase or to sell mentioned securities. Before
making any investment decision, please consult your investment advisor or advisors.
Certain statements may constitute a forward-looking statement, including those identified by the
expression “expect” and similar expressions (including grammatical variations thereof). The forwardlooking statements are not historical facts but reflect the speaker’s current expectations regarding
future results or events. These forward-looking statements are subject to a number of risks and
uncertainties that could cause actual results or events to differ materially from current expectations.
These and other factors should be considered carefully and listeners should not place undue reliance on
such forward-looking statements. These forward-looking statements are made as of the date hereof and
the speakers do not undertake to update any forward-looking statement that is contained herein,
whether as a result of new information, future events or otherwise, unless required by applicable law.
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