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November maintains its status among the top performing
months as fourth-quarter cash inflows from institutions drive
November to lead the best consecutive three-month span
November-January. However, the month has taken hits
during bear markets and November 2000, down –22.9%
(undecided election and a nascent bear), was
NASDAQ’s second worst month on record — only
October 1987 was worse.

November begins the “Best Six Months” for the
DJIA and S&P 500, and the “Best Eight Months”
for NASDAQ. Small caps come into favor during
November, but don’t really take off until the last
two weeks of the year. November is the number-
two DJIA, S&P 500 (since 1950), and NASDAQ
(since 1971) month. November is best Russell
2000 (since 1979). Average performance in all
year ranges from 1.7% from DJIA and S&P 500 to
a solid 2.3% by Russell 2000.

In midterm years, November’s market prowess is
relatively unchanged. DJIA has advanced in 14
of the last 18 midterm years since 1950 with an
average gain of 2.5%. S&P 500 has also been up
in 14 of the past 18 midterm years, gaining 
on average 2.6%. Small caps perform well 
with Russell 2000 climbing in 7 of the past 
10 midterm years, averaging 3.3%. The only 
real blemish in the November midterm-year

record is 1974 (DJIA –7.0%, the final DJIA bear market
bottom was in December).

Options expiration often coincides with the week before
Thanksgiving. DJIA posted ten straight gains 1993-2002
and has been up 19 of the last 29 weeks before
Thanksgiving but has been down the last five. The Monday
of expiration week has been streaky, but the net result since
1994 is 17 DJIA gains in 28 years with 12 advances
occurring in the last 18 years. Options expiration day has a
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bullish bias, up 14 of the last 20. The week
after expiration has been a mixed bag
recently. DJIA has been up six of the last ten
after being down five of six from 2006 to 2011.

Being a bullish month November has seven
bullish days based upon S&P 500, with four
occurring on the first four trading days of the
month. Although historically a bullish month,
November does have weak points. NASDAQ
and Russell 2000 exhibit the greatest
strength at the beginning and end of
November. Russell 2000 is notably bearish
on the 12th trading day of the month; the
small-cap benchmark has risen just ten
times in the last 38 years (since 1984). The
Russell 2000’s average decline is 0.35% on
the day. Recent weakness around Thanksgiving has shifted
DJIA and S&P 500 strength to mirror that of NASDAQ and
Russell 2000 with the majority of bullish days at the

beginning and end of the month. We believe the best way
to trade Thanksgiving is to go long into weakness the week
before the holiday and exit into strength just before or after.
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The jury is still out on whether October has killed another bear
market. But with the Dow up 11.5% so far in October 2022, it
is on pace to record its best October performance ever going
back to 1901. While many analysts, technicians and pundits
continue their deliberations we lean toward the case that we
have entered a new bull market — at least for the near term.
Sure, we have concerns and recognize the many headwinds
the market faces, but perhaps this is the beginning of that
proverbial “Wall of Worry” nascent bull markets climb.

All year long our seasonal and cycle analysis combined
with all the indicators we track got us out early and kept us
out through the bulk of the bear market until earlier this
month when Stock Trader’s Almanac issued its Best Six
Months Seasonal MACD Buy Signal on October 4. At the
time we were concerned that the MACD trigger came a bit
early on those first two strong days of October, but the
market backed and filled over the next couple of weeks
providing ample opportunities. 

What concerns us most is that the Fed will remain too
aggressive too long like they were too accommodative and
easy for too long. And then there is inflation. If inflation
doesn’t begin to show signs of meaningfully retreating here
in the U.S. soon that is likely to force the Fed to get tighter
and continue the rate hike cycle longer and it will likely hit
Main Street, the economy, and Wall Street harder. 

The last few CPI inflation readings topped expectations and
disappointed the market. However, CPI has decelerated
over the past three readings from a peak at 9.0% to 8.5%,
8.2% and 8.2%. Still painfully high for everyone but starting
to ease. And we believe the effects of the higher rates are
only just beginning to have an impact on inflation.

We would not be surprised for the Fed to provide some
pivot or pause language at their next FOMC meeting on
November 2. After they announce another widely
anticipated 75-basis point increase we believe it is
increasing likely they will telegraph smaller hikes at the next
two meetings and then perhaps a pause. With everyone
expecting inflation to remain stubbornly high the November
10 CPI is poised to surprise The Street with a continuation
of the trend lower, which we believe would positively impact
the market. Of course, by that time the midterm elections
will be over, and that uncertainty gone. 

Anecdotally, Jeff was at an event the other night at the New
York Stock Exchange for Bob Pisani’s Shut Up and Keep
Talking book launch. (It looks like a fun read, and it was
great to chat with so many smart Wall Street folks.) But what
struck him was this overwhelming bearish sentiment, almost
nonchalant that no way is the bottom in and that we have
not seen the despondent selling and despair associated
with bear market lows. That’s when his contrary antennae
start to purr. And besides, NASDAQ, the FAANG stocks and
big tech have gotten creamed already this year and even
more so at this writing.

On top of the seasonal and 4-year cycle bullishness we are
encouraged by the recent positive GDP number, improving
market internals, some developing technical support as well as
a decent earnings season despite some big tech misses and
disappointments. Perhaps it’s high time for some new market
leadership and a new acronym to replace the FAANGs.

We are also encouraged by the Russell 2000. Technically all
the other major U.S. indices took out their June lows. But the
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R2K held above it. Back in November 2021 the Russell 2000
was the first to top out then the first to reach bear market
status and now during a historically weak spot for the small
cap index, in October, it illustrated strength
and looks like it found support around 1640
and has been rallying since. The Dow’s
recent leadership is also encouraging.

We believe for this rally to have real legs and
materialize into a true cyclical bull market,
we will need to see some combination of a
change in trend in inflation, interest rates
and/or the U.S. dollar. For now, the Best Six
Months are upon us, and it looks like
October may have killed another midterm
bear market, so we stick to the system, and
keep a close eye on the indicators, the Fed
and how the market reacts. We would not be
surprised by another selloff either before
year-end or early next year, though this time
we expect a higher low.

Best Six-Month Period 
of All-Time Starts Now
We will leave you with this amazing statistic.
We have been clamoring all year about the
Sweet Spot of the 4-Year Cycle and how the
midterm year is a bottom picker’s paradise
and recently how the Best Six Months that
begin in the midterm year are the best of the
4 years. We took it one step further.

We ran all the rolling six-month periods
back to 1945 for DJIA and S&P 500 broken
out into each of the 4 years of the cycle. As
we suspected the data shows that the six-
month period beginning in November of the
midterm year has produced the best
performance of them all. It is also worth
noting that the Sweet Spot of the 4-year

cycle from Q4 midterm year to Q2 pre-election contains all
the top six-month periods.

Index Definitions: The S&P 500 Index is an unmanaged composite of 500 large capitalization companies. This index is widely used by professional investors as a 
performance benchmark for large-cap stocks. The Dow Jones Industrial Average (‘DJIA’) is an unmanaged composite of 30 widely held stocks. The NASDAQ Index is an
unmanaged composite of the common stocks and similar securities listed on the NASDAQ Stock Market. The Russell 2000 Index is an unmanaged composite of the bottom
2,000 stocks in the Russell 3000 Index. The Russell 3000 Index is an unmanaged composite of the 3,000 largest publicly held companies incorporated in America as 
measured by total market capitalization. The Russell 2000 index is widely used by professional investors as a performance benchmark for small-cap stocks. You cannot invest
directly in an index and unmanaged index returns do not reflect any fees, expenses or sales charges. The Wilshire 5000 is a market-capitalization-weighted index of the 
market value of all US-stocks actively traded in the United States. As of December 31, 2021, the index contained only 3687 components. The index is intended to measure
the performance of most publicly traded companies headquartered in the United States, with readily available price data. Past performance does not guarantee future results. 

Moving Average Convergence Divergence (MACD): A trend-following momentum indicator that shows the relationship between two moving averages of prices.

Santa Claus Rally: Discovered and named by Yale Hirsch in 1972 and published in the 1973 Stock Trader’s Almanac. Santa Claus tends to come to Wall Street nearly
every year, bringing a short, sweet, respectable rally within the last five days of the year and the first two in January. This rally has been averaged 1.3% S&P 500 gain since
1969. Santa’s failure to show tends to precede bear markets, or times stocks could be purchased later in the year at much lower prices. 

Triple Witch Week: Is the week containing the third Friday in March, June, September and December when stock options, index options and index futures expire on Friday.

January Effect: Is the tendency of small-cap stocks to outperform large-cap stocks in January.

January Barometer: Devised by Yale Hirsch in 1972, and published in the 1973 Stock Trader’s Almanac, the January Barometer states that as the S&P 500 goes in
January, so goes the year. This indicator has registered twelve major errors since 1950 for an 83.3% accuracy ratio.
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Market at a Glance

Seasonal: Bullish. November is the 1st month of the
“Best Six/Eight Months,” and the 1st month of the best
three consecutive months November through January.
Midterm November is also the 1st month of the best
six consecutive month period and the Sweet Spot of
the four-year cycle. #2 DJIA, S&P 500 and NASDAQ
month of the year. NASDAQ’s best month in midterm
years, averaging 3.5%.

Fundamental: Mixed? After declining in two
consecutive quarters, GDP rebounded
in Q3 to a better than expected
2.6% annualized pace.
Unemployment data remains
reasonably firm with an
official unemployment 
rate of 3.5%, but labor
participation is still 
below pre-pandemic
levels. Inflation remains
persistently high even as
signs continue to point
towards easing sometime in the
future. Corporate earnings
expectations are slipping, and the
stubbornly strong dollar remains a drag on multi-
national companies.

Technical: New Bull Market? DJIA, S&P 500 and
NASDAQ all closed below their respective June lows
in late September or in October. October has logged
the most bear market bottoms or major turning points.
Russell 2000 did not close below its June low. Major
indexes have bounced off their recent lows and

appear to be looking forward to the end of the Fed’s
rate tightening cycle. DJIA has reclaimed it 50-day
moving average. S&P 500 and NASDAQ have not.
MACD indicators remain bullish. Further gains will be
needed to truly confirm a new bull market.

Monetary: 3.00 – 3.25%. In less than a week, the Fed
is widely expected to push its rate range higher by
another 0.75% to 3.75% – 4.00%. They will also likely

re-affirm their tough-on-inflation stance as
official metrics have failed to make a

meaningful move lower yet.
However, based upon their

forecasts last updated in
September they are also
likely to signal a slower
pace of hikes going
forward. Should this
happen, the market is
likely to respond favorably.

Sentiment: Neutral. According
to Investor’s Intelligence Advisors

Sentiment survey Bullish advisors
stand at 36.9%. Correction advisors

are at 24.6% while Bearish advisors
numbered 38.5% as of their October 26 release. 
This reading marked the sixth straight week that 
bears outnumbered bulls. Over the last three 
weeks, the number of bulls has been climbing 
slowly as bears and correction advisors 
declined. Historically, periods when bears
outnumbered bulls have been relatively low risk
periods for accumulation.

“October has logged the
most bear market bottoms or major
turning points…. MACD indicators

remain bullish. Further gains 
will be needed to truly confirm

a new bull market.”
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