
 
 

Monthly Outlook for April 
 

After a strong year for stocks following the pandemic lows charted in March of 2020, we must prepare ourselves for a more normal 

pace of gains moving forward.  The transition period for stocks spanning the spring and summer is the logical time for broad equity 

market performance to level off.  Between May and October, the average return for the S&P 500 Index is essentially flat, pausing 

amidst the slowing of growth following the ramp in economic activity leading into the spring.  But before we get to this softer time of 

year, there is still time to find opportunities in risk assets that will benefit from the tremendous growth that is playing out in the 

economy, particularly on the manufacturing side.  The strength in manufacturing activity continues to bode well for many of the pro-

cyclical bets in the market, such as those in the energy, financial, industrial, and materials sectors.  These sectors remain positive on a 

seasonal basis through the month ahead, eventually peaking, on average, around the start of May.  The opportunities into the start 

of spring remain plentiful, but we may need to shift our focus towards some of the more historically defensive areas of the market, 

including technology, through the summer.  The data will continue to be our guide. 

 



 

Elevated levels of concern 

Now that we have past the one year anniversary to the broad equity market low charted at the end of March 2020, there is still 

evidence that fear/concern remains emended amongst investor psychology.  The volatility index (VIX) remains elevated above the 

gap charted one year and one month ago on February 24, emphasizing that, despite stocks being at new heights, fear has yet to go 

away.  The lower limit of the gap between 18 and 22 came close to being tested in the past month.  In the past, we have suggested a 

simple and binary approach to being risk-on and risk-off in the equity market using the VIX.  When the so-ŎŀƭƭŜŘ άŦŜŀǊ-ƎŀǳƎŜέ ƧǳƳǇǎ 

AND peaks above 21, the event typically coincides with significant market lows, warranting an aggressive stance in stocks.  This 

proved to be true last year when the VIX peaked on March 18th, forcing us to become bullish in our portfolio positioning and 

commentary the very next day.  Conversely, when the VIX falls AND bottoms below 12, the event typically coincides with significant 

market peaks.  The VIX has yet to reset or get anywhere near a 12 handle to suggest a significant sell signal for stocks may be near.  A 

sell signal with respect to this indicator will likely come at some point this year, but stocks still have some work to do/tricks to play in 

order to get the broader market vulnerable enough to chart a major peak.  The signal may be simple, but itΩs quite amazing how 

effective it has been over history as a way of trading the market.  Seasonally, the volatility index falls sharply, on average, through the 

month of April.  

 



 

 

Tracking the trend in COVID cases compared to the seasonal norm 

The ongoing spread of COVID cases around the globe is certainly manifesting itself in higher than average levels of investor hesitancy. 

The new case count of coronavirus globally bottomed in February and it has been slowly rising in what some are arguing as a third 

wave.  Various countries in Europe have re-introduced lockdown measures meant to thwart the spread of the virus and questions are 

arising whether the United States may need to re-introduce its own restrictions, even as it prepares for the widespread distribution 

of the vaccine by May.  A re-flaring of respiratory illnesses at this point in the year would not be unheard of, but it would certainly be 

abnormal.  Following an average peak in respiratory illnesses in the middle of February, the cases of respiratory illnesses in the 

northern hemisphere tend to decline through to a low in August.  This year, respiratory illnesses, as gauged by COVID cases alone, 

peaked early in January as efforts to mitigate the spread of the virus came into effect following the end of year holidays.  While we 

have yet to see a significant rise in the case count in the US, it is becoming evident that the sharply negative slope is starting to 

shallow.  This is a minor divergence compared to the seasonal average trend, which points to a rapid decline through the back half of 

winter and into the spring.  In our work, the fundamental prong to our approach involves comparing how actual data compares to 

seasonal norms and this divergence could become meaningful if case counts rise at a time when they should be falling.  We are not 

there yet. 



 

 

While equity prices have been undeterred by the rise in COVID cases around the globe, traders in the commodity market certainly 

reacted in the month of March.  Oil prices plunged in the back half of March as traders in the commodity became concerned over the 

impact renewed restrictions would have on demand and the reopening of economies this summer.  The price of West Texas 

Intermediate (WTI) Crude dropped by over 6% in two separate sessions, breaking below rising trend-channel support that had 

defined the limits of the upward trajectory for the past four months.  Buyers have been willing to step in at the rising 50-day moving 

average around $59, keeping the intermediate-term trend of higher-highs and higher-lows intact.  Momentum indicators had been 

negatively diverging from price prior to the decline, indicating waning buying demand as price reached the highest level since 

2018.  Despite the crack of the defined limits of the rising trend, this is still a commodity that is on the rise, although the variable 

hurdle at the 50-day moving average is a rather important one to watch as a break would likely trigger another set of sell 

programs.  Downside risks remain logical to the rising 100-day moving average at $51.50.  In the demand metrics that we track, we 

have yet to see anything material that would take down the fundamental prong to our approach.  We would have to wait for the 

fundamental trends to actually show that an impact is being felt in order to take down our bullish view of the commodity and the 

energy sector overall.  This still remains a market segment that we want exposure to through the month of April and the opportunity 

to buy names in the energy sector around levels of rising support is enticing.  As we constantly emphasize, we have no room in our 

strategy for speculation and rather just rely on what the three prongs to our approach (seasonal, technical, fundamental) have to say.  

Upside target for the energy commodity is somewhere around $70 by some point in the next six months, based on the present trend 

of demand, constrained levels of supply, and the limit of previous rising trendline resistance.  Of course, if the data shifts, so must 

we. 



 

 

Manufacturer Euphoria 

One of the factors that give us confidence in the pro-cyclical areas of the market, such as energy, into the spring is the strength that 

continues to be apparent in the manufacturing economy.  Manufacturers are practically euphoric as a result.  The Philadelphia Fed 

has indicated that their Manufacturer Business Outlook survey jumped to +51.8 for March from +23.1 recorded in 

February.  Stripping out the adjustments, the actual level of the manufacturer index was +58.9, which is the second best March level 

on record.  The average level for the third month of the year is +26.0.  Similarly, above average results have been recorded within 

other regions in the US.  Positive values indicate manufacturer optimism, coincident with expanding conditions.  The data continues 

to confirm that exposure to pro-cyclical segments of the market (financials, materials, industrials, and energy) continues to be 

warranted as businesses seek to get back to normal and supply product to a hot consumer economy. Manufacturer inventories 

remain low and demand for goods is high, conducive to maintaining the tailwind behind these segments through the months ahead. 



 

As manufacturers seek to get back to normal and, perhaps, expand, they are seeking the labor required to do so.  Manufacturing 

openings surged through the back half of last year, resulting in the best calendar-year performance on record. The strength 

continued into the new year with openings rising by 16.0% in January, ahead of the 13.8% increase that is average for the start of the 

year.  The strength of demand for manufactured goods is also ballooning up in mining/logging hiring, which just recorded the largest 

January increase in opportunities on record. Mining openings more than doubled in January with an increase of 121%, far ahead of 

the 17.7% increase that is average for the period. While, typically, metals and mining stocks would start to fade beyond the end of 

February, the fundamental drivers are placing this industry into extra innings, something that should persist into the spring. ETFs to 

take advantage of the industry group are the SPDR S&P Metals & Mining ETF (XME), iShares MSCI Global Metals & Mining ETF (PICK) 

and, the Canadian equivalent, the S&P/TSX Global Base Metals ETF (XBM).  These ETFs continue to check off the three-prongs to our 

approach incorporating seasonal, technical and fundamental analysis.  In the Seasonal Advantage Portfolio that we manage in 

partnership with CastleMoore, we have exposure to XBM. 

https://charts.equityclock.com/spdr-sp-metals-and-mining-etf-nysexme-seasonal-chart
https://charts.equityclock.com/ishares-msci-global-metals-mining-producers-etf-amexpick-seasonal-chart
https://charts.equityclock.com/ishares-sptsx-global-base-metals-index-etf-tsexbm-to-seasonal-chart


 

Copper 

The strength in the manufacturing economy continues to manifest itself in the price of copper, which has held a sharp rise of higher-

highs and higher-lows for many months.  We have maintained an Accumulate rating of the metal for some time based on the 

breakout of price above long-term declining trendline resistance around $2.80 last summer.  The commodity has been support by its 

rising 50-day moving average since last spring and momentum indicators continue to show characteristics of a bullish trend.  The 

trend is indicative of the sentiment of investors towards the manufacturing resurgence and the pro-cyclical bias in stocks, in general.  

Any weakness back to rising trendline support at $3.80 continues to warrant accumulating exposure to the industrial metal in order 

to benefit from the positive macro fundamental backdrop and positive seasonal tendencies that span through the month of 

April.  Weakness in May and June have typically provide an opportunity to book profits and stand aside. 

 



 

 

Welcome to construction season 

Of course, we cannot talk about the prospects for the economy and the market through the spring without at least touching on 

construction season.  Seasonally, stocks in the construction industry tend move higher into the spring based on an increase in 

spending through the first half of the year.  So far, the fundamental macro trends have us encouraged of an upbeat construction 

season ahead as pandemic restrictions are alleviated and postponed projects are finally started.  Infrastructure spending under the 

Biden administration would just be a bonus.  Companies in the industry are preparing for a busy season ahead.  Construction job 

openings jumped by 48.3% in January, well ahead of the average change of an increase of 37.4%. Recent reports have shown that 

construction spending in the US has started to bubble up and this is leading to a hiring binge.  The easiest way to take advantage of 

the strength in the construction industry is through the Invesco Dynamic Building and Construction ETF (PKB). The ETF continues to 

chart record highs and outperformance versus the market remains readily apparent. PKB is a holding in the Seasonal Advantage 

Portfolio that we manage in partnership with CastleMoore and it is also a holding in the model portfolio that we provide to 

subscribers at the end of our monthly report. The optimal holding period for the ETF runs between November 12 and March 4, 

however, an average trend of outperformance persists into the middle of May 

https://charts.equityclock.com/invesco-dynamic-building-construction-etf-nysepkb-seasonal-chart


  

 

How to defend your portfolio this summer 

A trend that is becoming apparent in recent reports to start the year is emerging strength in defense production.  Through the first 

two months of the year, defense and space production was seen trending 1.2% above the seasonal norm, representing the best pace 

through this point in the year since 2012.  Following a year when many of the constituents with ties to the aerospace industry, 

including those more commonly associated with defense, suffered as a result of the grounding of the 737 Max and pandemic 

restrictions, activity in the defense/aerospace industry is starting to recover.  In a report on durable goods orders, we referred to this 

strength as green-shoots as the there is still a long runway ahead (literally) for many of these companies to return to normal.  The 

iShares Aerospace and Defense ETF (ITA) has already started to react favourably in recent weeks, outperforming the market as 

buyers are drawn in to the economic rebound bet.  Seasonally, stocks in this space generally perform well through the spring and 

summer.  In the summer, you can become defensive in equities or you can simply invest in defense.  The sector tends to be less 

expose to seasonal fluctuations in the economy, therefore making it an ideal industry to stay invested in stocks during the weaker 

time of year for equity markets.  This is an industry where the three-prongs to our approach (seasonal, technical, and fundamental 



analysis) are aligned favourably.  The ETF pulled back to horizontal and trendline support at $97.50 around the end of March, 

providing an opportunity to accumulate positions for the positive seasonal timeframe ahead. 

 

  

Spring is the time for real estate 

The spring tends to be a strong timeframe for Real Estate Investment Trusts (REITs), resulting in outperformance of sector 

constituents first between March and April and then again between May and September.  As the cost of borrowing peaks in the 

spring, this interest rate sensitive segment of the market rises, outperforming the broader market in the process.  The most widely 

traded REIT ETF continues to see its relative performance evolve favourably, indicating investor demand as the first period of 

seasonal strength gets underway.  The iShares US Real Estate ETF (IYR) has poked its nose above trendline resistance and 

performance relative to the market is breaking out.  The fact that stocks in this sector have been able to remain resilient amidst the 

sharp surge in the cost of borrowing through the first quarter just emphasizes the demand for sector constituents as an economic 



recovery play.  Similarly, the Residential REIT ETF (REZ), highlighted in a past reports, has been our preferred vehicle to play the early 

strength in REITs, which have emerged as a market leader alongside many of the economic reopening plays.  Many residential REITs 

have not seen revenues impacted as a result of the pandemic, as analysts had feared, and recently passed stimulus bodes well to firm 

up on their fundamental foundation through the year ahead.  The optimal holding period for the Residential REIT ETF (REZ) runs from 

February 19 to May 18. 

 

 

Telecommunications sector 

Aside from REITs, another more defensive sector that investors can look to in the spring is telecom.  Performance relative to the 

market has stabilized for the first time in years, suggesting that investors are starting to show interest in the formerly lagging 

bet.  The iShares US Telecommunications ETF (IYZ) is sitting around the highest level since 2017 after breaking out of a trading range 

that spanned between $24 and $30.  The $6 range projects an upside target towards $36. But what stands out on the chart is not 

what the sector ETF is doing on an absolute basis, but rather how it is performing versus the market.  Following a trend of 

underperformance that has persisted versus the market since March of last year, performance is back on par with the broader 

market.  LǘΩǎ ŀ ǎǘŀǊǘΦ  The sector has been an underperformer versus the market for years, giving little incentive to be an investor.  But 

the stabilization versus the market may give investors looking for a lower beta holding versus the market the opportunity to take 

position.  Seasonally, the optimal holding period for the ETF runs from February 21 to June 29, making this an ideal hold during the 


