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INTRODUCTION TO THE FIFTY-THIRD EDITION
Once again we have the honor of introducing the Fifty-Third Edition
of the Stock Trader's Almanac. The Almanac provides you with the
necessary tools to invest successfully in the twenty-first century.

J.P. Morgan's classic retort “Stocks will fluctuate” is often quoted
with a wink-of-the-eye implication that the only prediction one can
make about the stock market is that it will go up, down, or sideways.
Many investors agree that no one ever really knows which way the
market will move. Nothing could be further from the truth.

We discovered that while stocks do indeed fluctuate, they do so in
well-defined, often predictable patterns. These patterns recur too
frequently to be the result of chance or coincidence. How else do we
explain that since 1950 the Dow has gained 23053.95 points during
November through April compared to just 3324.63 May through
October? (See page 52.)

The Almanac is a practical investment tool. It alerts you to those
little-known market patterns and tendencies on which shrewd
professionals enhance profit potential. You will be able to forecast
market trends with accuracy and confidence when you use the
Almanac to help you understand:

How our Presidential Elections affect the economy and the stock
market—just as the moon affects the tides. Many investors have
made fortunes following the political cycle. You can be sure that
money managers who control billions of dollars are also political
cycle watchers. Astute people do not ignore a pattern that has
been working effectively throughout most of our economic
history.

How the passage of the Twentieth Amendment to the
Constitution fathered the January Barometer. This barometer
has an outstanding record for predicting the general course of
the stock market each year, with only ten major errors since
1950, for an 85.5% accuracy ratio. (See page 16.)

Why there is a significant market bias at certain times of the day,
week, month and year.



Even if you are an investor who pays scant attention to cycles,
indicators and patterns, your investment survival could hinge on your
interpretation of one of the recurring patterns found within these
pages. One of the most intriguing and important patterns is the
symbiotic relationship between Washington and Wall Street. Aside
from the potential profitability in seasonal patterns, there's the pure
joy of seeing the market very often do just what you expected.

The Stock Trader's Almanac is also an organizer. Its wealth of
information is presented on a calendar basis. The Almanac puts
investing in a business framework and makes investing easier
because it:

Updates investment knowledge and informs you of new
techniques and tools.

Is a monthly reminder and refresher course.

Alerts you to both seasonal opportunities and dangers.

Furnishes a historical viewpoint by providing pertinent statistics
on past market performance.

Supplies forms necessary for portfolio planning, record keeping
and tax preparation.

 The WITCH Icon signifies THIRD FRIDAY OF THE
MONTH on calendar pages and alerts you to extraordinary volatility
due to expiration of equity and index options and index futures
contracts. Triple-witching days appear during March, June,
September and December.

 The BULL Icon on calendar pages signifies favorable trading
days based on the S&P 500 rising 60% or more of the time on a
particular trading day during the 21-year period January 1998 to
December 2018.



 The BEAR Icon on calendar pages signifies unfavorable
trading days based on the S&P falling 60% or more of the time for the
same 21-year period.

Also, to give you even greater perspective, we have listed next to the
date every day that the market is open the Market Probability
numbers for the same 21-year period for the Dow (D), S&P 500 (S)
and NASDAQ (N). You will see a “D,” “S” and “N” followed by a
number signifying the actual Market Probability number for that
trading day based on the recent 21-year period. On pages 121–128
you will find complete Market Probability Calendars, both long term
and 21-year for the Dow, S&P and NASDAQ, as well as for the Russell
1000 and Russell 2000 indices.

Other seasonalities near the ends, beginnings and middles of months;
options expirations, around holidays and other times are noted for
Almanac investors' convenience on the weekly planner pages. All
other important economic releases are provided in the Strategy
Calendar every month in our e-newsletter, Almanac Investor,
available at our website www.stocktradersalmanac.com.

One-year seasonal pattern charts for the Dow, S&P 500, NASDAQ,
Russell 1000, and Russell 2000 appear on pages 40, 42 and 44.
There are three charts each for the Dow and S&P 500 spanning our
entire database starting in 1901 and one each for the younger indices.
As 2020 is a presidential election year, each chart contains typical
election year performance compared to all years.

Over the past few years our research had been restructured to flow
better with the rhythm of the year. This has also allowed us more
room for added data. Again, we have included historical data on the
Russell 1000 and Russell 2000 indices. The Russell 2K is an excellent
proxy for small- and mid-caps, which we have used over the years,
and the Russell 1K provides a broader view of large caps. Annual
highs and lows for all five indices covered in the Almanac appear on
pages 149–151. Top 10 Best & Worst days, weeks, months, quarters
and years for all five indices are listed on pages 164–173.

In order to cram in all this material, some of our Record Keeping
section has been cut. We have converted many of these paper forms

http://www.stocktradersalmanac.com/


into computer spreadsheets for our own internal use. As a service to
our faithful readers, we are making these forms available at our
website www.stocktradersalmanac.com.

Election years have been the second best year of the four-year cycle
while tenth years of decades have been the worst, so 2020 promises
to be volatile, but more than likely a winner. The last nine tenth years
of decades appear on page 24. You can find “2020 Presidential
Election Year Perspectives” on page 26, all the market charts of
election years since the Depression on page 30, “How the
Government Manipulates the Economy to Stay in Power” on page 32,
“Incumbent Party Wins & Losses” on page 78 and “Only Two Losses
Last 7 Months of Election Years” on page 80.

In our 2020 Outlook on pages 8–9 we lay out a more bullish case for
2020 than most are expecting. “How to Trade Best Months Switching
Strategies” appears on page 36. “Summer Market Volume Doldrums
Drives Worst Six Months” is updated on page 48. Sector
seasonalities, including several consistent shorting opportunities,
appear on pages 92–96.

We are constantly searching for new insights and nuances about the
stock market and welcome any suggestions from our readers. 

Have a healthy and prosperous 2020!

http://www.stocktradersalmanac.com/


2020 OUTLOOK
Bareknuckle politics promises to heighten market volatility in 2020
as the battle for control in Washington kicks into high gear. But even
the most pugnacious campaigns by both parties will be hard-pressed
to derail this secular bull market. Incumbency is a powerful
phenomenon and the driving force behind the 4-year presidential
election cycle. This quadrennial quadrille is what has made the pre-
election year the best year of the 4-year cycle (page 130). Since 1943
the third year of the cycle is up 15.0% on average for the Dow and
15.4% for the S&P 500. Since 1971 NASDAQ averages a whopping
28.8% in the third year of the 4-year cycle.

At the midpoint of 2019 the stock market is having a banner year,
following seasonal and 4-year cycle patterns quite closely. After the
rare loss in pre-election year 2015 (The first for the Dow since 1939!)
and the above-average gains in post-election year 2017, the market
suffered a more typical midterm year selloff in late 2018, which set
the stage for a solid upside move in 2019. At this writing there are
still six months remaining in 2019, but so far the U.S. stock market
has been tracking the historical seasonal pattern for pre-election
years practically to a T.

When our January indicator trifecta of the Santa Claus Rally (page
116), First Five Days (page 14) and January Barometer (page 16)
indicators all came in positive at the end of January 2019, we wrote in
our Almanac Investor eNewsletter that the “Next eleven months and
full-year 2019 performance is expected to be more in line with typical
pre-election returns.” The long-term track record of the trifecta is
rather impressive, posting full-year gains in 27 of the 30 prior years,
with an average gain for the S&P 500 of 17.1%.

2019 put on its best first half market performance for the Dow since
1999, the S&P 500 since 1997 and NASDAQ since 2003. As we noted
on our blog on July 1, 2019, “Jumbo First Half Gains Usually
Continue After a Pause.” On average the market was unable to match
first half gains during the second half, gaining little ground during
Q3, which should come as no surprise given the infamous negative
history of August and September. But after that Q4 posts solid gains,
so we expect a run to new highs by year-end.



As for our outlook for 2020, we could easily join the throng of
skeptics and bears that are forecasting recession and a down market
for 2020 and stoke investors' fears, but we have three main
observations that have guided us toward a more bullish outlook for
election year 2020.

1. The Power of Incumbency. As you can see in the accompanying
chart the stock market has performed much better in election
years when a sitting president is running for reelection. Since
1949 the Dow is up 10.1% in election years when a sitting
president is running for reelection vs. 5.3% in all election years
and –1.6% in election years with an open field and no incumbent
commander-in-chief running for a second term.

2. Fiscal and Monetary Policy Synchronicity. After several years of
conflicting policy, the Federal Reserve and the U.S. federal
government are finally getting in synch. Interest rates are
historically low and the Fed is on the brink of lowering rates at
the same time as fiscal policy has been lowering taxes and
increasing spending. These dual pro-growth policies should
continue to propel the stock market higher.

3. Recent Pattern of 50% Moves Following Extended
Consolidations. An interesting pattern has materialized
following the past few market consolidation phases. After
bouncing around a base for 2–3 years the S&P 500 has rallied
50% higher. Following the 2009 secular bear market low the
market rose to the 1200 level on the S&P 500 in April 2010 and
then moved sideways for more than 2 years up and down and
around 1200. Then it took off in election year 2012, rising 50% to
1800 by November 2013. S&P 500 stayed close to 1800 until the
mini-bear market bottom in February of election year 2016.
Then it jumped up another 50% to 2700 in January 2018. Since
then S&P has moved back and forth through 2700 dozens of
times. If this pattern continues, the next 50% move higher can be
expected to gain momentum in 2020.

These gains will of course not come without pause and correction.
The world stage will continue to feature some challenging
geopolitical, diplomatic, trade-related and economic storylines. U.S.



presidential campaign politics will increasingly focus on domestic
political disputes, standoffs and unfinished business. But when all is
said and done, we expect 2020 to be an up year based on the
historical patterns and cycles and current favorable policies, healthy
economics and positive market behavior. This all points to the
likelihood that our May 2010 Super Boom Forecast when the Dow
was around 10,000 for the Dow to reach 38,820 by the year 2025
may be ahead of schedule. (Check out the update of the Super Boom
Forecast in the April 11, 2019, subscriber alert on our website.)

—Jeffrey A. Hirsch, July 11, 2019
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JANUARY ALMANAC

 January Barometer predicts year's course with .739 batting average
(page 16)  12 of last 17 presidential election years followed January's
direction  Every down January on the S&P since 1950, without
exception, preceded a new or extended bear market, a flat market, or
a 10% correction (page 22)  S&P gains January's first five days
preceded full-year gains 81.8% of the time, 14 of last 17 presidential
election years followed first five days' direction (page 14) 
November, December and January constitute the year's best three-
month span, a 4.2% S&P gain (pages 50 & 147)  January NASDAQ
powerful 2.8% since 1971 (pages 58 & 148)  “January Effect” now
starts in mid-December and favors small-cap stocks (pages 110 & 112)

 2009 has the dubious honor of the worst S&P 500 January on
record  Dow gained more than 1000 points in 2018 & 2019



DECEMBER 2019/JANUARY 2020





JANUARY’S FIRST FIVE DAYS: AN EARLY WARNING SYSTEM
The last 44 up First Five Days were followed by full-year gains 36
times for an 81.8% accuracy ratio and a 13.3% average gain in all 44
years. The eight exceptions include flat years 1994, 2011, 2015, four
related to war, and 2018. Vietnam military spending delayed the start
of the 1966 bear market. Ceasefire imminence early in 1973 raised
stocks temporarily. Saddam Hussein turned 1990 into a bear. The war
on terrorism, instability in the Mideast and corporate malfeasance
shaped 2002 into one of the worst years on record. In 2018 a partially
inverted yield curve and trade tensions triggered a fourth quarter sell-
off. The 25 down First Five Days were followed by 14 up years and 11
down (44.0% accurate) and an average gain of 1.0%.

In presidential election years this indicator has a solid record. In the
last 17 presidential election years, 14 full years followed the direction
of the First Five Days.

THE FIRST-FIVE-DAYS-IN-JANUARY INDICATOR



JANUARY 2020





THE INCREDIBLE JANUARY BAROMETER (DEVISED 1972):
ONLY Ten SIGNIFICANT ERRORS IN 69 YEARS
Devised by Yale Hirsch in 1972, our January Barometer states that as
the S&P 500 goes in January, so goes the year. The indicator has
registered ten major errors since 1950, for an 85.5% accuracy
ratio. Vietnam affected 1966 and 1968; 1982 saw the start of a major
bull market in August; two January rate cuts and 9/11 affected 2001;
the anticipation of military action in Iraq held down the market in
January 2003; 2009 was the beginning of a new bull market; the Fed
saved 2010 with QE2; QE3 likely staved off declines in 2014; global
growth fears sparked selling in January 2016; and a partially inverted
yield curve and trade tensions fueled Q4 selling in 2018. (Almanac
Investor newsletter subscribers receive full analysis of each reading as
well as its potential implications for the full year.)

Including the eight flat-year errors (less than +/− 5%) yields a 73.9%
accuracy ratio. A full comparison of all monthly barometers for the
Dow, S&P and NASDAQ can be seen at
www.stocktradersalmanac.com in the January 3, 2019, Alert. Bear
markets began or continued when Januarys suffered a loss (see page
22). Full years followed January's direction in 12 of the last 17
presidential election years. See page 18 for more.

AS JANUARY GOES, SO GOES THE YEAR

http://www.stocktradersalmanac.com/
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JANUARY BAROMETER IN GRAPHIC FORM SINCE 1950
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FEBRUARY ALMANAC

 February is the weak link in “Best Six Months” (pages 50, 52 & 147) 
 RECENT RECORD: S&P up 10, down 5, average change 0.6% last

15 years  Second best NASDAQ month in presidential election years
average gain 2.5%, up 7 down 5 (page 158), #9 Dow, up 10 down 7
and #9 S&P, up 9, down 8 (pages 153 & 155)  Day before Presidents'
Day weekend S&P down 17 of 28, 11 straight 1992–2002, day after up
8 of last 9 (see page 100 & 133)  Many technicians modify market
predictions based on January's market



JANUARY 2020





DOWN JANUARYS: A REMARKABLE RECORD
In the first third of the 20th century, there was no correlation
between January markets and the year as a whole. Then, in 1972, Yale
Hirsch discovered that the 1933 “Lame Duck” Amendment to the
Constitution changed the political calendar, and the January
Barometer was born—its record has been quite accurate (page 16).

Down Januarys are harbingers of trouble ahead in the economic,
political, or military arena. Eisenhower's heart attack in 1955 cast
doubt on whether he could run in 1956—a flat year. Two other
election years with down Januarys were also flat (1984 & 1992).
Thirteen bear markets began, and ten continued into second years
with poor Januarys. 1968 started down, as we were mired in Vietnam,
but Johnson's “bombing halt” changed the climate. Imminent
military action in Iraq held January 2003 down before the market
triple-bottomed in March. After Baghdad fell, pre-election and
recovery forces fueled 2003 into a banner year. 2005 was flat,
registering the narrowest Dow trading range on record. 2008 was the
worst January on record and preceded the worst bear market since
the Great Depression. A negative reading in 2015 and 2016 preceded
an official Dow bear market declaration in February 2016.

Unfortunately, bull and bear markets do not start conveniently at the
beginnings and ends of months or years. Though some years ended
higher, every down January since 1950 was followed by a
new or continuing bear market, a 10% correction, or a flat
year. Down Januarys were followed by substantial declines
averaging minus 12.9%, providing excellent buying opportunities
later in most years.

FROM DOWN JANUARY S&P CLOSES TO LOW NEXT 11
MONTHS



FEBRUARY 2020





THE TENTH YEAR OF DECADES
Tenth years have on average been the worst years of the decade.
There were four major wars and the Iran hostage crisis. Sizable
declines (or bear markets) occurred in all. During the past nine
decades the market ended up on four occasions. Even as an election
year, 2020 is still vulnerable to a “Worst Months” decline. See pages
129–130 for further detail.
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2020 PRESIDENTIAL ELECTION YEAR PERPECTIVES

First Five Months Better When Party Retains White House
Since 1901 there have been 29 presidential elections. When the Party
in power retained the White House 17 times, the Dow was up 1.5% on
average for the first five months, compared to a 4.0% loss the 12 times
the Party was ousted. Since 1950, retaining the White House 8 times
brought an average gain of 1.9% compared to 0.1% the other nine
times.

War Can Be a Major Factor in Presidential Races
Democrats used to lose the White House on foreign shores (1920
WWI, 1952 Korea, 1968 Vietnam, 1980 Iran crisis). Republicans, on
the other hand, lost it here at home (1912 party split, 1932 depression,
1960 economy, 1976 Watergate). Homeland issues dominated
elections the past three decades with the Republican loss in 1992
(economy), the Democratic loss in 2000 (scandal), and the
Republican loss in 2008 (economy). International trade
disagreements, diplomatic tensions and domestic disputes are all
factors for 2020.

Market Bottoms Two Years After a Presidential Election
A takeover of the White House by the opposing party in the past six
decades (1960, 1968, 1976, 1980, 1992, 2000, 2008 and 2016) has
resulted in a bottom within two years, except 1994, a flat year. When
incumbent parties retained power (1964, 1972, 1984, 1988, 1996,
2004, 2012) stocks often bottomed within two years as well, except
1984 (three years, 1987), 2004 (one year, flat 2005) and 2012 (no
bottom, QE). If the market eludes the bear in 2020 a bottom is more
likely in 2022.

Only Six Election Year Declines Greater Than 5% Since 1896
Presidential election years are the second best performing year of the
four-year cycle, producing losses of greater than 5% in only 6 of those
30 years. Incumbent parties lost power in 5 of those years (1920,
1932, 1960, 2000 and 2008). Five losses occurred at the end of the
second term. FDR defeated Hoover in 1932 and was re-elected to an
unprecedented third term as WWII ravaged Europe.



Market Better When Sitting President Runs for Reelection
Politics and parties aside, stocks have performed better in election
years when a sitting president is running for reelection. Since 1900
the Dow has gained 8.9% on average in election years when
incumbents run for reelection versus just 5.1% when it's an open field.
When they win, the Dow averages 10.5% compared to 4.3% when they
lose. Since 1949, the Dow has averaged 10.1% during incumbent
reelection bids versus –1.6% when no sitting president is running.
Page 9.

August–October Market Performance Presidential Predictor
Our good friend and colleague Sam Stovall, Chief Investment
Strategist at CFRA, tracks a rather reliable “Presidential Predictor”
indicator. When the S&P 500 is up from July 31 to October 31 during
presidential election years, the incumbent party retains power 11 of
the 13 election years or 85% of the time since 1936. Losses for the S&P
500 over this 3-month span, just before the election, have seen a shift
in party control in 7 of the 8 years for an 88% success rate. The three
misses were likely due to significant third-party candidates derailing
reelections in 1968 (Wallace) and 1980 (Anderson) and Eisenhower's
1956 reelection during a bear market, the Suez Crisis/Sinai War in
October–November 1956 and Soviet tanks rolling into Hungary to
quell the revolution in October 1956.

Market Charts of Presidential Election Years
Market behavior the past 21 elections, including candidates and
winners. Page 30.

How the Government Manipulates the Economy to Stay in Power
Money faucets get turned on, if possible, in years divisible by 4. Page
32.

Incumbent Party Wins & Losses
Markets tend to be stronger when the Party in power wins. Page 78.

Only Two Losses in Last Seven Months of Election Years



Regardless of which Party is victorious, the last seven months have
seen gains on the S&P in 15 of the 17 presidential election years since
1950. One loss was in 2000 when the election's outcome was delayed
for 36 tumultuous days, though the Dow did end higher. Financial
crisis and the worst bear market since the Great Depression impacted
2008. Page 80.

FEBRUARY 2020





MARCH ALMANAC

 Mid-month strength and late-month weakness are most evident
above  RECENT RECORD: S&P 13 up, 8 down, average gain 1.7%,
second best  Rather turbulent in recent years, with wild fluctuations
and large gains and losses  March has been taking some mean end-
of-quarter hits (page 134), down 1469 Dow points March 9–22, 2001 

 Last three or four days Dow a net loser 19 out of last 30 years 
NASDAQ hard hit in 2001, down 14.5% after 22.4% drop in February 

 Second worst NASDAQ month during presidential election years
average loss 0.9%, up 7, down 5  Third Dow month to gain more
than 1000 points in 2016
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MARKET CHARTS OF PRESIDENTIAL ELECTION YEARS
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HOW THE GOVERNMENT MANIPULATES THE ECONOMY TO
STAY IN POWER
Bull markets tend to occur in the third and fourth years of
presidential terms, while markets tend to decline in the first and
second years. The “making of presidents” is accompanied by an
unsubtle manipulation of the economy. Incumbent administrations
are duty-bound to retain the reins of power. Subsequently, many
significant bear markets began in years following presidential
elections: 1929, 1937, 1957, 1969, 1973, 1977 and 1981. Our major
wars also began in years following elections: Civil War (1861), WWI
(1917), WWII (1941) and Vietnam (1965). 9/11, the war on terror and
the build-up to the Iraq War caused post-election 2001 and midterm
2002 to be the worst back-to-back years since 1973–1974.

Some cold hard facts to prove economic manipulation appeared in a
book by Edward R. Tufte, Political Control of the Economy
(Princeton University Press). Stimulative fiscal measures designed to
increase per capita disposable income providing a sense of well-being
to the voting public included: increases in federal budget deficits,
government spending and Social Security benefits; interest rate
reductions on government loans; and speed-ups of projected funding.

Federal Spending: During 1962–1973, the average increase was
29% higher in election years than in non-election years.

Social Security: There were nine increases during the 1952–1974
period. Half of the six election-year increases became effective in
September eight weeks before Election Day. The average increase was
100% higher in presidential than in midterm election years. Annual
adjustments for inflation have been the norm since then.

Real Disposable Income: Accelerated in all but one election year
between 1947 and 1973 (excluding the Eisenhower years). Only one of
the remaining odd-numbered years (1973) showed a marked
acceleration.

These moves were obviously not coincidences and explain why we
tend to have a political (four-year) stock market cycle. Here are more
examples of election year “generosity”:



Nixon plans to pump about $1 billion a month more than
originally planned into spending programs designed to put
money into the pockets of millions of currently unhappy voters . .
. Such openhanded spending marks Nixon's conversion from
unsuccessful policies of conservatism and gradualism to the
activist, pump-priming Keynesian economic theory. Time
Magazine, January 31, 1972.

EPA Administrator Carol M. Browner today announced
President Clinton's proposed fiscal year 2001 budget of $7.3
billion for the United States Environmental Protection Agency,
the largest increase in the history of the Clinton/Gore
Administration in spending for the EPA. February 7, 2000.

Like many of its predecessors, the Bush White House has used
the machinery of government to promote the re-election of the
president by awarding federal grants to strategically important
states. New York Times, May 18, 2004

Even some conservatives grumble that Bush's tax cuts, expanded
drug benefits for seniors and increased military spending have
spurred a dramatic increase in the federal budget deficit,
projected to be $477 billion in fiscal 2004, according to the
Congressional Budget Office. TheStreet.com, July 2, 2004.

After his historic midterm losses Obama quickly introduced a
compromise deal with Congressional Republicans, overcame
opposition from both parties, passed the $858 billion 2010 Tax
Relief Act and signed it into law on December 17, 2010, just in
time for his 2012 reelection campaign that began April 4, 2011.

The United States does not have an exclusive on electoral spending
manipulations:

An executive increases spending to reward or cultivate loyalty to
himself as the party or coalition leader. Evidence from South
Korea and Taiwan between the 1970s and 2000 supports the
theory. This strategy affects spending outcomes in election years.
Journal of East Asian Studies, January 2006

In mid-2019 two dozen candidates are vying for the Democratic
nomination. By mid-2020 the positive impacts of Trump's Tax Cuts

http://thestreet.com/


and Jobs Act of 2017 signed into law December 22, 2017 may be
wearing thin as the battle to unseat Trump comes to a boil. But you
can bet the negotiator-in-chief will do everything in his power to
manipulate the economy to stay in power and keep the stock market
propped up by Election Day.
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THE DECEMBER LOW INDICATOR: A USEFUL
PROGNOSTICATING TOOL
When the Dow closes below its December closing low in the first
quarter, it is frequently an excellent warning sign. Jeffrey Saut,
Market Strategist and Board Member at Capital Wealth Planning,
brought this to our attention years ago. The December Low Indicator
was originated by Lucien Hooper, a Forbes columnist and Wall Street
analyst back in the 1970s. Hooper dismissed the importance of
January and January's first week as reliable indicators. He noted that
the trend could be random or even manipulated during a holiday-
shortened week. Instead, said Hooper, “Pay much more attention to
the December low. If that low is violated during the first quarter of
the New Year, watch out!”

Twenty of the 35 occurrences were followed by gains for the rest of
the year—and 18 full-year gains—after the low for the year was
reached. For perspective we've included the January Barometer
readings for the selected years. Hooper's “Watch Out” warning was
absolutely correct, though. All but two of the instances since 1952
experienced further declines, as the Dow fell an additional 10.5% on
average when December's low was breached in Q1.

Only three significant drops occurred (not shown) when December's
low was not breached in Q1 (1974, 1981 and 1987). Both indicators
were wrong seven times and nine years ended flat. If the December
low is not crossed, turn to our January Barometer for guidance (page
16).
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HOW TO TRADE BEST MONTHS SWITCHING STRATEGIES
Our Best Months Switching Strategies found on pages 52, 54, 60 and
62 are simple and reliable, with a proven 69-year track record. Thus
far we have failed to find a similar trading strategy that even comes
close over the past six decades. And to top it off, the strategy has only
been improving since we first discovered it in 1986.

Exogenous factors and cultural shifts must be considered. “Backward”
tests that go back to 1925 or even 1896 and conclude that the pattern
does not work are best ignored. They do not take into account these
factors. Farming made August the best month from 1900 to 1951.
Since 1987 it is the worst month of the year for the Dow and S&P.
Panic caused by the financial crisis in 2007–08 caused every asset
class aside from U.S. Treasuries to decline substantially. But the bulk
of the major decline in equities in the worst months of 2008 was
sidestepped using these strategies.

Our Best Months Switching Strategy will not make you an instant
millionaire as other strategies claim they can do. What it will do is
steadily build wealth over time with half the risk (or less) of a “buy
and hold” approach.

A sampling of tradable funds for the Best and Worst Months appears
in the table below. These are just a starting point and only skim the
surface of possible trading vehicles currently available to take
advantage of these strategies. Your specific situation and risk
tolerance will dictate a suitable choice. If you are trading in a tax-
advantaged account such as a company-sponsored 401(k) or
Individual Retirement Account (IRA), your investment options may
be limited to what has been selected by your employer or IRA
administrator. But if you are a self-directed trader with a brokerage
account, then you likely have unlimited choices (perhaps too many).



Generally speaking, during the Best Months you want to be invested
in equities that offer similar exposure to the companies that
constitute the Dow, S&P 500, and NASDAQ indices. These would
typically be large-cap growth and value stocks as well as technology
concerns. Reviewing the holdings of a particular ETF or mutual fund
and comparing them to the index members is an excellent way to
correlate.

During the Worst Months switch into Treasury bonds, money market
funds or a bear/short fund. Grizzly Short (GRZZX) and
AdvisorShares Ranger Equity Bear (HDGE) are two possible
choices. Money market funds will be the safest, but are likely to offer
the smallest return, while bear/short funds offer potentially greater
returns, but more risk. If the market moves sideways or higher during
the Worst Months, a bear/short fund is likely to lose money.
Treasuries can offer a combination of fair returns with limited risk.

Additional Worst Month possibilities include precious metals and the
companies that mine them. SPDR Gold Shares (GLD), VanEck
Vectors Gold Miners (GDX) and ETF Securities Physical
Swiss Gold (SGOL) are a few well-recognized names available from
the ETF universe.

Become an Almanac Investor
Almanac Investor subscribers receive specific buy and sell trade ideas
based upon the Best Months Switching Strategies online and via
email. Sector Index Seasonalities, found on page 92, are also put into



action throughout the year with corresponding ETF trades. Buy
limits, stop losses, and auto-sell price points for the majority of
seasonal trades are delivered directly to your inbox. Visit
www.stocktradersalmanac.com or see the insert for details and a
special offer for new subscribers.

MARCH 2020
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APRIL ALMANAC

 April is still the best Dow month (average 1.9%) since 1950 (page
50)  April 1999 first month ever to gain 1000 Dow points, 856 in
2001, knocked off its high horse in 2002 down 458, 2003 up 488 
Up fourteen straight, average gain 2.3%  April exhibits strength
after tax deadline in recent years  Stocks anticipate great first
quarter earnings by rising sharply before earnings are reported,
rather than after  Rarely a dangerous month, recent exceptions are
2002, 2004 and 2005  “Best Six Months” of the year end with April
(page 52)  Presidential election year Aprils weaker since 1950 (Dow
0.9%, S&P 0.6%, NASDAQ –0.4%)  End of April NASDAQ strength
(pages 125 & 126)



MARCH/APRIL 2020





DOW JONES INDUSTRIALS ONE-YEAR SEASONAL PATTERN
CHARTS SINCE 1901
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S&P 500 ONE-YEAR SEASONAL PATTERN CHARTS SINCE 1930
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NASDAQ, RUSSELL 1000 & 2000 ONE-YEAR SEASONAL
PATTERN CHARTS SINCE 1971
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MAY ALMANAC

 “May/June disaster area” between 1965 and 1984 with S&P down
15 out of 20 Mays  Between 1985 and 1997 May was the best month
with 13 straight gains, gaining 3.3% per year on average, up 13, down
9 since  Worst six months of the year begin with May (page 52)  A
$10,000 investment compounded to $1,068,826 for November–April
in 69 years compared to a $1,461 gain for May–October  Dow
Memorial Day week record: up 12 years in a row (1984–1995), down
15 of the last 24 years  Since 1950 presidential election year Mays
rank poorly, #11 Dow, #10 S&P and #8 NASDAQ
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SUMMER MARKET VOLUME DOLDRUMS DRIVE WORST SIX
MONTHS
In recent years, Memorial Day weekend has become the unofficial
start of summer. Not long afterward trading activity typically begins
to slowly decline (barring any external event triggers) toward a later
summer low. We refer to this summertime slowdown in trading as the
doldrums due to the anemic volume and uninspired trading on Wall
Street. The individual trader, if he is looking to sell a stock, is
generally met with disinterest from The Street. It becomes difficult to
sell a stock at a good price. That is also why many summer rallies tend
to be short lived and are quickly followed by a pullback or correction.



Above are plotted the one-year seasonal volume patterns since 1965
for the NYSE and since 1978 for NASDAQ against the annual average
daily volume moving average for 2019 as of the close on June 14,
2019. The typical summer lull is highlighted in the shaded box. A
prolonged surge in volume during the typically quiet summer months,
especially when accompanied by gains, can be an encouraging sign
that the bull market will continue. However, should traders lose their
conviction and participate in the annual summer exodus from The
Street, a market pullback or correction could quickly unfold.
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TOP PERFORMING MONTHS:
 STANDARD & POOR'S 500 and DOW JONES INDUSTRIALS

Monthly performance of the S&P and the Dow is ranked since 1950.
NASDAQ monthly performance is shown on page 58.

April, November and December still hold the top three positions in
both the Dow and the S&P. March has reclaimed the fourth spot on
the S&P. Disastrous Januarys in 2008, 2009 and 2016 knocked
January into fifth. This, in part, led to our discovery in 1986 of the
market's most consistent seasonal pattern. You can divide the year
into two sections and have practically all the gains in one six-month
section and very little in the other. September is the worst month on
both lists. (See “Best Six Months” on page 52.)

MONTHLY % CHANGES (JANUARY 1950–MAY 2019)



Anticipators, shifts in cultural behavior and faster information flow
have altered seasonality in recent years. Here is how the months
ranked over the past 15 years (186 months) using total percentage
gains on the S&P 500: April 28.3, July 24.5, March 23.7, November
15.8, February 9.9, December 8.0, September 7.2, October 6.4,
January –0.1, May –1.6, August –3.9 and June –12.4.

January has declined in 10 of the last 21 years. Sizable turnarounds in
“bear killing” October were a common occurrence from 1999 to 2007.
Recent big Dow losses in the 21-year period were: September 2001
(9/11 attack), off 11.1%; September 2002 (Iraq war drums), off 12.4%;
June 2008, off 10.2%; October 2008, off 14.1%; and February 2009,
off 11.7% (financial crisis).
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“BEST SIX MONTHS”: STILL AN EYE-POPPING STRATEGY
Our Best Six Months Switching Strategy consistently delivers.
Investing in the Dow Jones Industrial Average between November 1
and April 30 each year and then switching into fixed income for the
other six months has produced reliable returns with reduced risk
since 1950.

The chart on page 147 shows November, Decem ber, January, March
and April to be the top months since 1950. Add February, and an
excellent strategy is born! These six consecutive months gained
23053.95 Dow points in 69 years, while the remaining May-through-
October months gained 3324.63 points. The S&P gained 2408.70
points in the same best six months versus 519.06 points in the worst
six.

Percentage changes are shown along with a compounding $10,000
investment. The November–April $1,068,826 gain overshadows
May–October's $1,461 gain. (S&P results are $823,326 to $9,537.)
Just three November–April losses were double-digit: April 1970
(Cambodian invasion), 1973 (OPEC oil embargo) and 2008 (financial
crisis). Similarly, Iraq muted the Best Six and inflated the Worst Six
in 2003. When we discovered this strategy in 1986, November–April
outperformed May–October by $88,163 to minus $1,522. Results
improved substantially these past 32 years, $980,663 to $2,983. A
simple timing indicator nearly triples results (page 54).

SIX-MONTH SWITCHING STRATEGY
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MACD-TIMING TRIPLES “BEST SIX MONTHS” RESULTS
Using the simple MACD (Moving Average Convergence Divergence)
indicator developed by our friend Gerald Appel to better time entries
and exits into and out of the Best Six Months (page 52) period nearly
triples the results. Several years ago, Sy Harding (RIP) enhanced our
Best Six Months Switching Strategy with MACD triggers, dubbing it
the “best mechanical system ever.” In 2006, we improved it even
more, achieving similar results with just four trades every four years
(page 60).

Our Almanac Investor eNews letter (see ad insert) implements this
system with quite a degree of success. Starting on the first trading day
of October, we look to catch the market's first hint of an up-trend
after the summer doldrums, and beginning on the first trading day of
April, we prepare to exit these seasonal positions as soon as the
market falters.

In up-trending markets, MACD signals get you in earlier and keep
you in longer. But if the market is trending down, entries are delayed
until the market turns up, and exit points can come a month earlier.

The results are astounding, applying the simple MACD signals.
Instead of $10,000 gaining $1,068,826 over the 69 recent years when
invested only during the Best Six Months (page 52), the gain nearly
tripled to $2,984,360. The $1,461 gain during the Worst Six Months
became a loss of $5,862.

Impressive results for being invested during only 6.3 months of the
year on average! For the rest of the year consider money markets,
bonds, puts, bear funds, covered calls, or credit call spreads.

Updated signals are emailed to our Almanac Investor eNewsletter
subscribers as soon as they are triggered. Visit
www.stocktradersalmanac.com, or see the ad insert for details and a
special offer for new subscribers.

BEST SIX-MONTH SWITCHING STRATEGY+TIMING

http://www.stocktradersalmanac.com/
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JUNE ALMANAC

 The “summer rally” in most years is the weakest rally of all four
seasons (page 74)  Week after June Triple-Witching Day Dow down
25 of last 29 (page 108)  RECENT RECORD: S&P up 12, down 9,
average loss 0.4%, ranks tenth  Stronger for NASDAQ, average gain
0.8% last 21 years  Watch out for end-of-quarter “portfolio
pumping” on last day of June, Dow down 17 of last 28, NASDAQ up 7
of last 8  Presidential election year Junes: #2 S&P, #5 Dow, #4
NASDAQ  June ends NASDAQ's Best Eight Months
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TOP PERFORMING NASDAQ MONTHS
NASDAQ stocks continue to run away during three consecutive
months, November, December and January, with an average gain of
6.0% despite the slaughter of November 2000, −22.9%, December
2000, −4.9%, December 2002, −9.7%, November 2007, –6.9%,
January 2008, −9.9%, November 2008, −10.8%, January 2009,
−6.4%, January 2010, −5.4%, January 2016, –7.9%, and December
2018, –9.5%. Solid gains in November and December 2004 offset
January 2005's 5.2% Iraq turmoil–fueled drop.

You can see the months graphically on page 148. January by itself is
impressive, up 2.8% on average. April, May and June also shine,
creating our NASDAQ Best Eight Months strategy. What appears as a
Death Valley abyss occurs during NASDAQ's leanest months: July,
August and September. NASDAQ's Best Eight Months seasonal
strategy using MACD timing is displayed on page 60.

MONTHLY % CHANGES (JANUARY 1971–MAY 2019)



For comparison, Dow figures are shown. During this period, NASDAQ
averaged a 0.97% gain per month, 42.6% more than the Dow's 0.68%
per month. Between January 1971 and January 1982, NASDAQ's
composite index doubled in 12 years, while the Dow stayed flat. But
while NASDAQ plummeted 77.9% from its 2000 highs to the 2002
bottom, the Dow only lost 37.8%. The Great Recession and bear
market of 2007–2009 spread its carnage equally across the Dow and
NASDAQ. Recent market moves are increasingly more correlated, but
NASDAQ still has a modest advantage.
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GET MORE OUT OF NASDAQ'S “BEST EIGHT MONTHS” WITH
MACD TIMING
NASDAQ's amazing eight-month run from November through June is
hard to miss on pages 58 and 148. A $10,000 investment in these
eight months since 1971 gained $746,487 versus a loss of $336 during
the void that is the four-month period July–October (as of June 25,
2019).

Using the same MACD timing indicators on the NASDAQ as is done
for the Dow (page 54) has enabled us to capture much of October's
improved performance, pumping up NASDAQ's results considerably.
Over the 48 years since NASDAQ began, the gain on the same
$10,000 more than doubles to $1,996,063 and the loss during the
four-month void increases to $6,420. Only four sizable losses
occurred during the favorable period, and the bulk of NASDAQ's bear
markets were avoided, including the worst of the 2000–2002 bear.

Updated signals are emailed to our monthly newsletter subscribers as
soon as they are triggered. Visit www.stocktradersalmanac.com, or
see the ad insert for details and a special offer for new subscribers.

BEST EIGHT MONTHS STRATEGY + TIMING

http://www.stocktradersalmanac.com/
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TRIPLE RETURNS, FEWER TRADES: BEST 6 + 4–YEAR CYCLE
We first introduced this strategy to Almanac Investor newsletter
subscribers in October 2006. Recurring seasonal stock market
patterns and the four-year Presidential Election/ Stock Market Cycle
(page 130) have been integral to our research since the first Almanac
52 years ago. Yale Hirsch discovered the Best Six Months in 1986
(page 52), and it has been a cornerstone of our seasonal investment
analysis and strategies ever since.

Most of the market's gains have occurred during the Best Six Months,
and the market generally hits a low point every four years in the first
(post-election) or second (midterm) year and exhibits the greatest
gains in the third (pre-election) year. This strategy combines the best
of these two market phenomena, the Best Six Months and the 4-Year
Cycle, timing entries and exits with MACD (pages 54 and 60).

We've gone back to 1949 to include the full four-year cycle that began
with post-election year 1949. Only four trades every four years are
needed to nearly triple the results of the Best Six Months. Buy and sell
during the post-election and mid term years and then hold from the
midterm MACD seasonal buy signal sometime after October 1 until
the post-election MACD seasonal sell signal sometime after April 1,
approximately 2.5 years: solid returns, less effort, lower transaction
fees and fewer taxable events.

FOUR TRADES EVERY FOUR YEARS

BEST SIX MONTHS+TIMING+4-YEAR CYCLE STRATEGY
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JULY ALMANAC

 July is the best month of the third quarter (page 66)  Start of 2nd
half brings an inflow of retirement funds  First trading day Dow up
25 of last 30  Graph above shows strength in the first half of July 
Huge gain in July usually provides better buying opportunity over
next 4 months  Start of NASDAQ's worst four months of the year
(page 58)  Presidential election Julys are ranked #7 Dow (up 9,
down 8), #7 S&P (up 8, down 9), and #10 NASDAQ (up 6, down 6)
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FIRST MONTH OF QUARTERS IS THE MOST BULLISH
We have observed over the years that the investment calendar reflects
the annual, semiannual and quarterly operations of institutions
during January, April and July. The opening month of the first three
quarters produces the greatest gains in the Dow Jones Industrials and
the S&P 500.

The fourth quarter had behaved quite differently, since it is affected
by year-end portfolio adjustments and presidential and congressional
elections in even-numbered years. Since 1991, major turnarounds
have helped October join the ranks of bullish first months of  quarters.
October transformed into a bear-killing-turnaround month, posting
gains in 15 of the last 21 years; 2008 was a significant exception. (See
pages 152–163.)

After experiencing the most powerful bull market of all time during
the 1990s, followed by two ferocious bear markets early in the
millennium, we divided the monthly average percentage changes into
two groups: before 1991 and after. Comparing the month-by-month
quarterly behavior of the three major U.S. averages in the table, you'll
see that first months of the first three quarters perform best overall.
Nasty sell-offs in April 2000, 2002, 2004 and 2005, and July 2000–
2002 and 2004 hit the NASDAQ hardest. The bear market of October
2007–March 2009, which cut the markets more than in half, took a
toll on every first month except April. October 2008 was the worst
month in a decade. January was also a difficult month in six of the
last twelve years, pulling its performance lower. (See pages 152–163.)

Between 1950 and 1990, the S&P 500 gained 1.3% (Dow, 1.4%) on
average in first months of the first three quarters. Second months
barely eked out any gain, while third months, thanks to March,
moved up 0.23% (Dow, 0.07%) on average. NASDAQ's first month of
the first three quarters averages 1.67% from 1971 to 1990, with July
being a negative drag.

DOW JONES INDUSTRIALS, S&P 500 AND NASDAQ AVERAGE
MONTHLY % CHANGES BY QUARTER
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2018 DAILY DOW POINT CHANGES (DOW JONES INDUSTRIAL
AVERAGE)
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DON'T SELL STOCKS ON MONDAY OR FRIDAY
Since 1989, Monday* and Tuesday have been the most consistently
bullish days of the week for the Dow, Friday* the most bearish, as
traders have become reluctant to stay long going into the weekend.
Since 1989 Mondays and Tuesdays gained 15862.35 Dow points,
while Fridays have gained 1706.82 points. Also broken out are the last
eighteen and a half years to illustrate Monday's and Friday's poor
performance in bear market years 2001–2002 and 2008–2009.
During uncertain market times traders often sell before the weekend
and are reluctant to jump in on Monday. See pages 68, 76 and 141–
144 for more.

ANNUAL DOW POINT CHANGES FOR DAYS OF THE WEEK
SINCE 1953
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AUGUST ALMANAC

 Harvesting made August the best stock market month 1901–1951 
Now that about 2% farm, August is the worst Dow, S&P, and
NASDAQ (2000 up 11.7%, 2001 down 10.9) month since 1987 
Shortest bear in history (45 days) caused by turmoil in Russia,
currency crisis and hedge fund debacle ended here in 1998, 1344.22-
point drop in the Dow, second worst behind October 2008, off 15.1% 

 Saddam Hussein triggered a 10.0% slide in 1990  Best Dow gains:
1982 (11.5%) and 1984 (9.8%) as bear markets ended  Next to last
day S&P up only six times last 23 years  Presidential election year
Augusts' rankings #5 S&P, #6 Dow, and #1 NASDAQ
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A RALLY FOR ALL SEASONS
Most years, especially when the market sells off during the first half,
prospects for the perennial summer rally become the buzz on the
Street. Parameters for this “rally” were defined by the late Ralph
Rotnem as the lowest close in the Dow Jones Industrials in May or
June to the highest close in July, August, or September. Such a big
deal is made of the “summer rally” that one might get the impression
the market puts on its best performance in the summertime. Nothing
could be further from the truth! Not only does the market “rally” in
every season of the year, but it does so with more gusto in the winter,
spring and fall than in the summer.

Winters in 56 years averaged a 13.0% gain as measured from the low
in November or December to the first quarter closing high. Spring
rose 11.2%, followed by fall with 10.9%. Last and least was the average
9.1% “summer rally.” Even 2009's impressive 19.7% “summer rally”
was outmatched by spring. Nevertheless, no matter how thick the
gloom or grim the outlook, don't despair! There's always a rally for all
seasons, statistically.

SEASONAL GAINS IN DOW JONES INDUSTRIALS



AUGUST 2020





TAKE ADVANTAGE OF DOWN FRIDAY/DOWN MONDAY
WARNING
Fridays and Mondays are the most important days of the week. Friday
is the day for 

 squaring positions—trimming longs or covering shorts before taking
off for the weekend. Traders want to limit their exposure (particularly
to stocks that are not acting well) since there could be unfavorable
developments before trading resumes two or more days later.

Monday is important because the market then has the chance to
reflect any weekend news, plus what traders think after digesting the
previous week's action and the many Monday morning research and
strategy comments.

For over 30 years, a down Friday followed by down Monday has
frequently  corresponded to important market inflection points that
exhibit a clearly negative bias, often coinciding with market tops and,
on a few climactic occasions, such as in October 2002, March 2009
and December 2018, near-major market bottoms.

One simple way to get a quick reading on which way the market may
be heading is to keep track of the performance of the Dow Jones
Industrial Average on Fridays and the following Mondays. Since 1995,
there have been 248 occurrences of Down Friday/Down Monday
(DF/DM), with 69 falling in the bear market years of 2001, 2002,
2008, 2011 and 2015, producing an average decline of 12.1%.

To illustrate how Down Friday/Down Monday can telegraph market
inflection points we created the chart below of the Dow Jones
Industrials from November 2016 to July 6, 2018, with arrows
pointing to occurrences of DF/DM. Use DF/DM as a warning to
examine market conditions carefully.

DOW JONES INDUSTRIALS (NOVEMBER 2017–JUNE 21, 2019)



DOWN FRIDAY/DOWN MONDAY
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INCUMBENT PARTY WINS & LOSSES
Since 1944 stocks tend to move up earlier when White House
occupants are popular but do even better in November and
December, when unpopular administrations are ousted.

TREND OF S&P 500 INDEX IN ELECTION YEARS 1944–2016

Actual percent changes reveal that March, June, October and
December are best when incumbents stay in power, while July is
worst. January, February, September and October are the worst when
they are removed. Ironically, November is best when incumbents are
ousted and third worst when they win.

Other interesting tidbits: there were no major losses in October (1984
off fractionally) and only one in June and December when incumbent
parties retained the White House. Republican wins in November
resulted in total gains of 27.0% (excluding no-decision 2000).
Democratic victories produced total losses of 4.6% in November;
however, Democrats gained 17.1% in December, the Republicans
9.7%.

MONTHLY % CHANGES IN S&P 500 DURING ELECTION YEARS
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ONLY TWO LOSSES LAST 7 MONTHS OF ELECTION YEARS
Election years are traditionally up years. Incumbent administrations
shamelessly attempt to massage the economy so voters will keep them
in power. But sometimes overpowering events occur and the market
crumbles, usually resulting in a change of political control. The
Republicans won in 1920 as the post-war economy contracted and
President Wilson ailed. The Democrats came back during the 1932
Depression when the Dow hit its lowest level of the 20th century. A
world at war and the fall of France jolted the market in 1940, but
Roosevelt won an unprecedented third term. Cold War confrontations
and Truman's historic upset of Dewey held markets down through the
end of 1948.

Since 1948, investors have barely been bruised during election years,
except for a brief span early in the year—until 2000 and then again in
2008. In both years a bubble burst: technology and Internet stocks in
2000 and credit in 2008. Barring another massive regulatory failure,
financial crisis, political miscalculation or exogenous event, this is
unlikely to occur again in 2020.

The table below presents a very positive picture for the last seven or
eight months of election years.

Since 1952, January through April losses occurred in eight of
seventeen election years. Incumbent parties were ousted on six of
these eight losses. Ironically, bear markets commenced following
four of seven gainers in 1956, 1968, 1973 and 1976.

Comparing month-end June with month-end April reveals gains
in 1952, 1960, 1968, 1988, 2000 and 2016 for the sixty-day
period, when no sitting President ran for reelection.

Of the seventeen Julys since 1952, nine were losers (1960, 1968,
1976, 1984, 1988, 1996, 2000, 2004 and 2008). Five were years
when, at convention time, no strong incumbent was running for
reelection. Note that April through July periods had seven losers,
five in a row (1996–2012): 1972 by a small margin, 1984 as the
market was turning around, 1996 and 2000 as the bubble began
to work off its excesses, 2004 and 2008 as the credit bubble
burst, and 2012 as the Fed moved from Operation Twist to QE3.



For a longer perspective, we extended the table to December.
Just three losing eight-month periods in an election year are
revealed and only two losses in the last seven months of all these
years.

S&P 500 DURING ELECTION YEARS
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SEPTEMBER ALMANAC

 Start of business year, end of vacations, and back to school made
September a leading barometer month in first 60 years of 20th
century; now portfolio managers back after Labor Day tend to clean
house  Biggest % loser on the S&P, Dow and NASDAQ since 1950
(pages 50 & 58)  Streak of four great Dow Septembers averaging
4.2% gains ended in 1999 with six losers in a row averaging –5.9%
(see page 152), up three straight 2005–2007, down 6% in 2008 and
2011  Day after Labor Day Dow up 16 of last 25  S&P opened
strong 14 of last 24 years but tends to close weak due to end-of-
quarter mutual fund portfolio restructuring, last trading day: S&P
down 17 of past 26  September Triple-Witching Week can be
dangerous, week after is pitiful (see page 108)
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MARKET GAINS MORE ON SUPER-8 DAYS EACH MONTH THAN
ON ALL 13 REMAINING DAYS COMBINED
For many years, the last day plus the first four days were the best days
of the month. The market currently exhibits greater bullish bias from
the last three trading days of the previous month through the first two
days of the current month, and now shows significant bullishness
during the middle three trading days, 9 to 11, due to 401(k) cash
inflows (see pages 145 & 146). This pattern was not as pronounced
during the boom years of the 1990s, with market strength all month
long. Since the 2009 market bottom, the Super-8 advantage has been
sporadic. In 2011, 2012 and 2015, the “Super Eight” had a clear
advantage. The “Super Eight” have a modest advantage in 2019
through the end of May.

SUPER-8 DAYS* DOW % CHANGES VS. REST OF MONTH
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A CORRECTION FOR ALL SEASONS
While there's a rally for every season (page 74), almost always there's
a decline or correction, too. Fortunately, corrections tend to be
smaller than rallies, and that's what gives the stock market its long-
term upward bias. In each season the average bounce outdoes the
average setback. On average, the net gain between the rally and the
correction is smallest in summer and fall.

The summer setback tends to be slightly outdone by the average
correction in the fall. Tax selling and portfolio cleaning are the usual
explanations—individuals sell to register a tax loss, and institutions
like to get rid of their losers before preparing year-end statements.
The October jinx also plays a major part. Since 1964, there have been
19 fall declines of over 10%, and in 10 of them (1966, 1974, 1978, 1979,
1987, 1990, 1997, 2000, 2002, 2008 and 2018) much damage was
done in October, where so many bear markets end. Recent October
lows were also seen in 1998, 1999, 2004, 2005 and 2011. Most often,
it has paid to buy after fourth quarter or late third quarter “waterfall
declines” for a rally that may continue into January or even beyond.
Anticipation of war in Iraq put the market down in 2003 Q1. Quick
success rallied stocks through Q3. Financial crisis affected the pattern
in 2008–2009, producing the worst winter decline since 1932. Easy
monetary policy and strong corporate earnings spared Q1 2011 and
2012 from a seasonal slump. Tax cut expectations lifted the market in
Q4 2017.

SEASONAL CORRECTIONS IN DOW JONES INDUSTRIALS
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FIRST-TRADING-DAY-OF-THE-MONTH PHENOMENON
While the Dow Jones Industrial Average has gained 19096.71 points
between September 2, 1997 (7622.42) and June 21, 2019 (26719.13),
it is incredible that 7234.58 points were gained on the first trading
days of these 262 months. The remaining 5225 trading days
combined gained 11862.13 points during the period. This averages out
to gains of 27.61 points on first days, in contrast to just 2.27 points on
all others.

Note September 1997 through October 2000 racked up a total gain of
2632.39 Dow points on the first trading days of these 38 months
(winners except for 7 occasions). But between November 2000 and
September 2002, when the 2000–2002 bear markets did the bulk of
their damage, frightened investors switched from pouring money into
the market on that day to pulling it out, 14 months out of 23, netting a
404.80 Dow point loss. The 2007–2009 bear market lopped off
964.14 Dow points on first days in 17 months November 2007–March
2009. First days had their worst year in 2014, declining eight times
for a total loss of 820.86 Dow points.

First days of August have performed worst, declining 14 times in the
last 21 years. July's first trading day is best. In rising market trends,
first days tend to perform much better, as institutions are likely
anticipating strong performance at each month's outset. S&P 500 first
days differ slightly from Dow's pattern, with no negative first trading
days. NASDAQ first days are not as strong, with weakness in April,
August and October.

DOW POINTS GAINED FIRST DAY OF MONTH
 SEPTEMBER 1997–JUNE 21, 2019



SUMMARY FIRST DAYS VS. OTHER DAYS OF MONTH
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OCTOBER ALMANAC

 Known as the jinx month because of crashes in 1929 and 1987, the
554-point drop on October 27, 1997, back-to-back massacres in 1978
and 1979, Friday the 13th in 1989 and the meltdown in 2008  Yet
October is a “bear killer” and turned the tide in 12 post–WWII bear
markets: 1946, 1957, 1960, 1962, 1966, 1974, 1987, 1990, 1998, 2001,
2002 and 2011  First October Dow top in 2007, 20-year 1987 Crash
anniversary –2.6%  Worst six months of the year ends with October
(page 52)  No longer worst month (pages 50 & 58)  Best Dow, S&P
and NASDAQ month from 1993 to 2007  Presidential election year
Octobers since 1950, #12 Dow (–0.8%), #12 S&P (–0.7%) and #12
NASDAQ (–2.1%)  October is a great time to buy  Big October
gains five years 1999–2003 after atrocious Septembers  Can get into
Best Six Months earlier using MACD (page 54)  October 2011,
second month to gain 1000 Dow points and again in 2015
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SECTOR SEASONALITY: SELECTED PERCENTAGE PLAYS
Sector seasonality was featured in the first Almanac in 1968 . A
Merrill Lynch study showed that buying seven sectors around
September or October and selling in the first few months of 1954–
1964 tripled the gains of holding them for 10 years. Over the years we
have honed this strategy significantly and now devote a significant
portion of our time and resources to investing and trading during
positive and negative seasonal periods for the different sector indexes
below with highly correlated Exchange Traded Funds (ETFs).

Updated seasonalities appear in the table below. We specify whether
the seasonality starts or finishes in the beginning third (B), middle
third (M), or last third (E) of the month. These selected percentage
plays are geared to take advantage of the bulk of seasonal sector
strength or weakness.

By design, entry points are in advance of the major seasonal moves,
providing traders ample opportunity to accumulate positions at
favorable prices. Conversely, exit points have been selected to capture
the majority of the move.

From the major seasonalities in the table below, we created the Sector
Index Seasonality Strategy Calendar on pages 94 and 96. Note the
concentration of bullish sector seasonalities during the Best Six
Months, November to April, and bearish sector seasonalities during
the Worst Six Months, May to October.

Almanac Investor eNewsletter subscribers receive specific entry and
exit points for highly correlated ETFs and detailed analysis in ETF
Trade Alerts. Visit www.stocktradersalmanac.com, or see the ad
insert for additional details and a special offer for new subscribers.

SECTOR INDEX SEASONALITY TABLE

http://www.stocktradersalmanac.com/
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SECTOR INDEX SEASONALITY STRATEGY CALENDAR*

OCTOBER 2020





SECTOR INDEX SEASONALITY STRATEGY CALENDAR*
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NOVEMBER ALMANAC

 #1 S&P and #2 Dow month since 1950, #2 on NASDAQ since 1971
(pages 50 & 58)  Start of the “Best Six Months” of the year (page 52),
NASDAQ's Best Eight Months and Best Three Months (pages 147 &
148)  Simple timing indicator almost triples “Best Six Months”
strategy (page 54), doubles NASDAQ's Best Eight (page 60)  Day
before and after Thanksgiving Day combined, only 16 losses in 67
years (page 104)  Week before Thanksgiving Dow up 19 of last 26 
Presidential election year Novembers rank #1 Dow and S&P,
NASDAQ #7
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MARKET BEHAVIOR THREE DAYS BEFORE
 AND THREE DAYS AFTER HOLIDAYS

The Stock Trader's Almanac has tracked holiday seasonality annually
since the first edition in 1968. Stocks used to rise on the day before
holidays and sell off the day after, but nowadays, each holiday moves
to its own rhythm. Eight holidays are separated into six groups.
Average percentage changes for the Dow, S&P 500, NASDAQ, and
Russell 2000 are shown.

The Dow and S&P consist of blue chips and the largest cap stocks,
whereas NASDAQ and the Russell 2000 would be more
representative of smaller-cap stocks. This is evident on the last day of
the year, with NASDAQ and the Russell 2000 having a field day,
while their larger brethren in the Dow and S&P are showing losses on
average.

Thanks to the Santa Claus Rally, the three days before and after New
Year's Day and Christmas are best. NASDAQ and the Russell 2000
average gains of 1.1% to 1.5% over the six-day spans. However, trading
around the first day of the year has been mixed recently. Traders have
been selling more the first trading day of the year, pushing gains and
losses into the New Year.

Bullishness before Labor Day and after Memorial Day is affected by
strength the first day of September and June. The second worst day
after a holiday is the day after Easter. Surprisingly, the following day
is one of the best second days after a holiday, right up there with the
second day after New Year's Day.

Presidents' Day is the least bullish of all the holidays, bearish the day
before and three days after. NASDAQ has dropped 20 of the last 30
days before Presidents' Day (Dow, 16 of 30; S&P, 18 of 30; Russell
2000, 14 of 30).

HOLIDAYS: 3 DAYS BEFORE, 3 DAYS AFTER (Average % change
1980–June 2019)
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FOURTH-QUARTER MARKET MAGIC
Examining market performance on a quarterly basis reveals several
intriguing and 

 helpful patterns. Fourth-quarter market gains have been magical,
providing the greatest and most consistent gains over the years. First-
quarter performance runs a respectable second. This should not be
surprising, as cash inflows, trading volume, and buying bias are
generally elevated during these two quarters.

Positive market psychology hits a fever pitch as the holiday season
approaches, and does not begin to wane until spring. Professionals
drive the market higher, as they make portfolio adjustments to
maximize year-end numbers. Bonuses are paid and invested around
the turn of the year.

The market's sweet spot of the four-year cycle begins in the fourth
quarter of the midterm year. The best two-quarter span runs from the
fourth quarter of the midterm year through the first quarter of the
pre-election year, averaging 13.7% for the Dow, 14.4% for the S&P
500 and an amazing 19.9% for NASDAQ. Pre-election Q2 is smoking,
too, the third best quarter of the cycle, creating a three-quarter sweet
spot from midterm Q4 to pre-election Q2.

Quarterly strength fades in the latter half of the pre-election year, but
stays impressively positive through the election year. Losses dominate
the first quarter of post- election years and the second and third
quarters of midterm years.

QUARTERLY % CHANGES
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TRADING THE THANKSGIVING MARKET
For 35 years, the “holiday spirit” gave the Wednesday before
Thanksgiving and the Friday after a great track record, except for two
occasions. Publishing it in the 1987 Almanac was the kiss of death.
Since 1988, Wednesday–Friday gained 18 of 31 times, with a total
Dow point gain of 601.32 versus Monday's total Dow point loss of
546.19, down 14 of 21 since 1998. The best strategy appears to be
coming into the week long and exiting into strength Friday.

DOW JONES INDUSTRIALS BEFORE AND AFTER
THANKSGIVING
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DECEMBER ALMANAC

 #3 S&P (+1.5%) and Dow (+1.5%) month since 1950 (page 50), #3
NASDAQ 1.6% since 1971 (page 58)  2018 worst December since
1931, down over 8% Dow and S&P, –9.5% on NASDAQ (pages 152,
155 and 158)  “Free lunch” served on Wall Street before Christmas
(page 114)  Small caps start to outperform larger caps near middle of
month (pages 110 and 112)  “Santa Claus Rally” visible in graph
above and on page 116  In 1998 was part of best fourth quarter since
1928 (page 170)  Fourth quarter expiration week most bullish triple-
witching week, Dow up 21 of last 28 (page 108)  Presidential
election years Decembers rankings: #2 Dow, #3 S&P and #5
NASDAQ
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AURA OF THE TRIPLE WITCH—4TH QUARTER MOST BULLISH:
DOWN WEEKS TRIGGER MORE WEAKNESS WEEK AFTER
Standard options expire the third Friday of every month, but in
March, June, September, and December, a powerful coven gathers.
Since the S&P index futures began trading on April 21, 1982, stock
options, index options, and index futures all expire at the same time
four times each year—known as Triple Witching. Traders have long
sought to understand and master the magic of this quarterly
phenomenon.

The market for single-stock and ETF futures and weekly options
continues to grow. however, their impact on the market has thus far
been subdued. As their availability continues to expand, trading
volumes and market influence are also likely to broaden. Until such
time, we do not believe the term “quadruple witching” is applicable
just yet.

We have analyzed what the market does prior to, during, and
following Triple-Witching expirations in search of consistent trading
patterns. Here are some of our findings of how the Dow Jones
Industrials perform around Triple-Witching Week (TWW).

TWWs have become more bullish since 1990, except in the
second quarter.

Following weeks have become more bearish. Since Q1 2000, only
28 of 77 were up, and 14 occurred in December, 7 in March, 5 in
September, 2 in June.

• TWWs have tended to be down in flat periods and dramatically
so during bear markets.

DOWN WEEKS TEND TO FOLLOW DOWN TWWs is a most
interesting pattern. Since 1991, of 37 down TWWs, 26 following
weeks were also down. This is surprising, inasmuch as the
previous decade had an exactly opposite pattern: There were 13
down TWWs then, but 12 up weeks followed them.

TWWs in the second and third quarter (Worst Six Months May
through October) are much weaker, and the weeks following,
horrendous. But in the first and fourth quarter (Best Six Months



period November through April), only the week after Q1
expiration is negative.

Throughout the Almanac you will also see notations on the
performance of Mondays and Fridays of TWW, as we place
considerable significance on the beginnings and ends of weeks (pages
70, 76 and 141–144).

TRIPLE-WITCHING WEEK and WEEK AFTER DOW POINT
CHANGES
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MOST OF THE SO-CALLED JANUARY EFFECT
 TAKES PLACE IN THE LAST HALF OF DECEMBER

Over the years we have reported annually on the fascinating January
Effect, showing that small-cap stocks handily outperformed large-cap
stocks during January 40 out of 43 years between 1953 and 1995.
Readers saw that “Cats and Dogs” on average quadrupled the returns
of blue chips in this period. Then the January Effect disappeared over
the next four years.

Looking at the graph on page 112, comparing the Russell 1000 index
of large-capitalization stocks to the Russell 2000 smaller-
capitalization stocks, shows small-cap stocks beginning to outperform
the blue chips in mid-December. Narrowing the comparison down to
half-month segments was an inspiration and proved to be quite
revealing, as you can see in the table below.

32-YEAR AVERAGE RATES OF RETURN (DEC 1987–FEB 2019)

40-YEAR AVERAGE RATES OF RETURN (DEC 1979–FEB 2019)



Small-cap strength in the last half of December became even more
magnified after the 1987 market crash. Note the dramatic shift in
gains in the last half of December during the 32-year period starting
in 1987, versus the 40 years from 1979 to 2019. With all the beaten-
down small stocks being dumped for tax-loss purposes, it generally
pays to get a head start on the January Effect in mid-December. You
don't have to wait until December either; the small-cap sector often
begins to turn around toward the beginning of November.
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JANUARY EFFECT NOW STARTS IN MID-DECEMBER
Small-cap stocks tend to outperform big caps in January. Known as
the “January Effect,” the tendency is clearly revealed by the graph
below. Forty years of daily data for the Russell 2000 index of smaller
companies are divided by the Russell 1000 index of largest
companies, and then compressed into a single year to show an
idealized yearly pattern. When the graph is descending, big blue chips
are outperforming smaller companies; when the graph is rising,
smaller companies are moving up faster than their larger brethren.

In a typical year, the smaller fry stay on the sidelines while the big
boys are on the field. Then, around early November, small stocks
begin to wake up, and in mid-December they take off. Anticipated
year-end dividends, payouts and bonuses could be a factor. Other
major moves are quite evident just before Labor Day—possibly
because individual investors are back from vacation. Small caps hold
the lead through the beginning of June, though the bulk of the move
is complete by early March.

RUSSELL 2000/RUSSELL 1000 ONE-YEAR SEASONAL PATTERN

The bottom graph shows the actual ratio of the Russell 2000 divided
by the Russell 1000 from 1979. Smaller companies had the upper
hand for five years into 1983, as the last major bear trend wound to a
close and the nascent bull market logged its first year. After falling



behind for about eight years, they came back after the Persian Gulf
War bottom in 1990, moving up until 1994, when big caps ruled the
latter stages of the millennial bull. For six years, the picture was bleak
for small fry, as the blue chips and tech stocks moved to stratospheric
PE ratios. Small caps spiked in late 1999 and early 2000 and reached
a peak in early 2006, as the four-year-old bull entered its final year.
Note how the small-cap advantage has waned during major bull
moves and intensified during weak market times.

RUSSELL 2000/RUSSELL 1000 (1979–MAY 2019)
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WALL STREET'S ONLY “FREE LUNCH”
 SERVED BEFORE CHRISTMAS

Investors tend to get rid of their losers near year-end for tax purposes,
often hammering these stocks down to bargain levels. Over the years,
the Almanac has shown that NYSE stocks selling at their lows on
December 15 will usually outperform the market by February 15 in the
following year. Preferred stocks, closed-end funds, splits and new
issues are eliminated.

BARGAIN STOCKS VS. THE MARKET*



In response to changing market conditions, we tweaked the strategy
the last 20 years, adding selections from NASDAQ and AMEX, and
selling in mid-January some years. We email the list of stocks to our
Almanac Investor eNewsletter subscribers. Visit
www.stocktradersalmanac.com, or see the ad insert for additional
details and a special offer for new subscribers.

We have come to the conclusion that the most prudent course of
action is to compile our list from the stocks making new lows on

http://www.stocktradersalmanac.com/


Triple-Witching Friday before Christmas, capitalizing on the Santa
Claus Rally (page 116). This also gives us the weekend to evaluate the
issues in greater depth and weed out any glaringly problematic stocks.
Subscribers will receive the list of stocks selected from the new lows
made on December 20, 2019 and December 18, 2020 via email.

This “Free Lunch” strategy is an extremely short-term strategy
reserved for the nimblest traders. It has performed better after
market corrections and when there are more new lows to choose
from. The object is to buy bargain stocks near their 52-week lows and
sell after any quick, generous gains, as these issues can be real dogs.
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IF SANTA CLAUS SHOULD FAIL TO CALL,
 BEARS MAY COME TO BROAD AND WALL

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 has been good for an average 1.3% gain
since 1969 (1.3% since 1950 as well). Santa's failure to show tends to
precede bear markets, or times stocks could be purchased later in the
year at much lower prices. We discovered this phenomenon in 1972.

DAILY % CHANGE IN S&P 500 at YEAR END



DAILY % CHANGE IN S&P 500 AT YEAR END



The couplet above was certainly on the mark in 1999, as the period
suffered a horrendous 4.0% loss. On January 14, 2000, the Dow
started its 33-month 37.8% slide to the October 2002 midterm
election year bottom. NASDAQ cracked eight weeks later, falling
37.3% in 10 weeks, eventually dropping 77.9% by October 2002.



Energy prices and Middle East terror woes may have grounded Santa
in 2004. In 2007, the third worst reading since 1950 was recorded, as
a full-blown financial crisis led to the second worst bear market in
history. In 2016, the period was hit again as global growth concerns
escalated and the market digested the first interest rate hike in nearly
a decade.
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DOW JONES INDUSTRIALS MARKET
PROBABILITY CALENDAR 2020
THE % CHANCE OF THE MARKET RISING ON ANY TRADING
DAY OF THE YEAR*
(Based on the number of times the DJIA rose on a particular trading

day during January 1954–December 2018)





RECENT DOW JONES INDUSTRIALS MARKET
PROBABILITY CALENDAR 2020
THE % CHANCE OF THE MARKET RISING ON ANY TRADING
DAY OF THE YEAR*
(Based on the number of times the DJIA rose on a particular trading

day during January 1998–December 2018**)





S&P 500 MARKET PROBABILITY CALENDAR 2020
THE % CHANCE OF THE MARKET RISING ON ANY TRADING
DAY OF THE YEAR*

(Based on the number of times the S&P 500 rose on a particular
trading day during January 1954–December 2018)





RECENT S&P 500 MARKET PROBABILITY
CALENDAR 2020
THE % CHANCE OF THE MARKET RISING ON ANY TRADING
DAY OF THE YEAR*

(Based on the number of times the S&P 500 rose on a particular
trading day during January 1998–December 2018**)





NASDAQ COMPOSITE MARKET PROBABILITY
CALENDAR 2020
THE % CHANCE OF THE MARKET RISING ON ANY TRADING
DAY OF THE YEAR*

(Based on the number of times the NASDAQ rose on a particular
trading day during January 1972–December 2018)





RECENT NASDAQ COMPOSITE MARKET
PROBABILITY CALENDAR 2020
THE % CHANCE OF THE MARKET RISING ON ANY TRADING
DAY OF THE YEAR*

(Based on the number of times the NASDAQ rose on a particular
trading day during January 1998–December 2018**)





RUSSELL 1000 INDEX MARKET PROBABILITY
CALENDAR 2020
THE % CHANCE OF THE MARKET RISING ON ANY TRADING
DAY OF THE YEAR*

(Based on the number of times the RUSSELL 1000 rose on a
particular trading day during January 1980–December 2018)





RUSSELL 2000 INDEX MARKET PROBABILITY
CALENDAR 2020
THE % CHANCE OF THE MARKET RISING ON ANY TRADING
DAY OF THE YEAR*

(Based on the number of times the RUSSELL 2000 rose on a
particular trading day during January 1980–December 2018)





DECENNIAL CYCLE: A MARKET PHENOMENON
By arranging each year's market gain or loss so that the first and
succeeding years of each decade fall into the same column, certain
interesting patterns emerge—strong fifth and eighth years; weak first,
seventh, and zero years.

This fascinating phenomenon was first presented by Edgar Lawrence
Smith in Common Stocks and Business Cycles (William-Frederick
Press, 1959). Anthony Gaubis co-pioneered the decennial pattern
with Smith.

When Smith first cut graphs of market prices into 10-year segments
and placed them above one another, he observed that each decade
tended to have three bull market cycles and that the longest and
strongest bull markets seemed to favor the middle years of a decade.

Don't place too much emphasis on the decennial cycle nowadays,
other than the extraordinary fifth and zero years, as the stock market
is more influenced by the quadrennial presidential election cycle,
shown on page 130. Also, the last half-century, which has been the
most prosperous in U.S. history, has distributed the returns among
most years of the decade. Interestingly, NASDAQ suffered its worst
bear market ever in a zero year.

Zero years have been the worst performing years of the decennial
cycle. Zero years are the only year with a losing record. However,
being an election year does improve the outlook.





PRESIDENTIAL ELECTION/STOCK MARKET
CYCLE:

 THE 186-YEAR SAGA CONTINUES
It is no mere coincidence that the last two years (pre-election year
and election year) of the 45 administrations since 1833 produced a
total net market gain of 742.5%, dwarfing the 326.6% gain of the first
two years of these administrations.

Presidential elections every four years have a profound impact on the
economy and the stock market. Wars, recessions, and bear markets
tend to start or occur in the first half of the term; prosperous times
and bull markets, in the latter half. After nine straight annual Dow
gains during the millennial bull, the four-year election cycle
reasserted its overarching domination of market behavior until 2008.
Recovery from the worst recession since the Great Depression
produced six straight annual gains, until 2015, when the Dow
suffered its first pre-election year loss since 1939.





DOW JONES INDUSTRIALS BULL and BEAR
MARKETS SINCE 1900
Bear markets begin at the end of one bull market and end at the start
of the next bull market (10/9/07 to 3/9/09 as an example). The
longest bull market on record ended on 7/17/98, and the shortest
bear market on record ended on 8/31/98, when the new bull market
began. The greatest bull super cycle in history that began 8/12/82
ended in 2000 after the Dow gained 1409% and NASDAQ climbed
3072%. The Dow gained only 497% in the eight-year super bull from
1921 to the top in 1929. NASDAQ suffered its worst loss ever from the
2000 top to the 2002 bottom, down 77.9%, nearly as much as the
89.2% drop in the Dow from the 1929 top to the 1932 bottom. The
third-longest Dow bull since 1900 that began 10/9/02 ended on its
fifth anniversary. The ensuing bear market was the second worst bear
market since 1900, slashing the Dow 53.8%. At press time, the Dow
is currently trading above 26,000 but struggling to break out to new
all-time highs. (See page 132 for S&P 500 and NASDAQ bulls and
bears.)





STANDARD & POOR'S 500 BULL and BEAR
MARKETS SINCE 1929

 NASDAQ COMPOSITE SINCE 1971
A constant debate of the definition and timing of bull and bear
markets permeates Wall Street like the bell that signals the open and
close of every trading day. We have relied on the Ned Davis Research
parameters for years to track bulls and bears on the Dow (see page
131). Standard & Poor's 500 index has been a stalwart indicator for
decades and at times marched to a slightly different beat than the
Dow. The moves of the S&P 500 and NASDAQ have been correlated
to the bull and bear dates on page 131. Many dates line up for the
three indices, but you will notice quite a lag or lead on several
occasions, including NASDAQ's independent cadence from 1975 to
1980.

















A TYPICAL DAY IN THE MARKET
Half-hourly data became available for the Dow Jones Industrial
Average starting in January 1987. The NYSE switched 10:00 a.m.
openings to 9:30 a.m. in October 1985. Below is the comparison
between half-hourly performance from January 1987 to June 14,
2019, and hourly performance from November 1963 to June 1985.
Stronger closings in a more bullish climate are evident. Morning and
afternoon weaknesses appear an hour earlier.

On the next page, half-hourly movements since January 1987 are
separated by day of the week. From 1953 to 1989, Monday was the
worst day of the week, especially during long bear markets, but times



changed. Monday reversed positions and became the best day of the
week and on the plus side eleven years in a row from 1990 to 2000.

During the last 18 years (2001–June 14, 2019) Monday is a net loser.
Tuesday through Thursday are solid gainers, Tuesday the best (page
68). On all days, stocks do tend to firm up near the close with
weakness in the early morning and from 1:30 to 2:30 frequently.



THROUGH THE WEEK ON A HALF-HOURLY BASIS
From the chart showing the percentage of times the Dow Jones
Industrial Average rose over the preceding half-hour (January 1987
to June 14, 2019*), the typical week unfolds.





TUESDAY MOST PROFITABLE DAY OF WEEK
Between 1952 and 1989, Monday was the worst trading day of the
week. The first trading day of the week (including Tuesday when
Monday is a holiday) rose only 44.3% of the time, while the other
trading days closed higher 54.8% of the time. (NYSE Saturday
trading was discontinued in June 1952.)

A dramatic reversal occurred in 1990—Monday became the most
powerful day of the week. However, during the last 18⅓ years,
Tuesday has produced the most gains. Since the top in 2000, traders
have not been inclined to stay long over the weekend nor buy up
equities at the outset of the week. This is not uncommon during
uncertain market times. Monday was the worst day during the 2007–
2009 bear, and only Tuesday was a net gainer. Since the March 2009
bottom, Tuesday and Wednesday are best. See pages 68 and 143.





NASDAQ STRONGEST LAST 3 DAYS OF WEEK
Despite 20 years less data, daily trading patterns on NASDAQ
through 1989 appear to be fairly similar to the S&P on page 141,
except for more bullishness on Thursdays. During the mostly flat
markets of the 1970s and early 1980s, it would appear that
apprehensive investors decided to throw in the towel over weekends
and sell on Mondays and Tuesdays.

Notice the modest difference in the daily trading pattern between
NASDAQ and S&P from January 1, 1990, to recent times. NASDAQ's
weekly patterns are beginning to move in step with the rest of the
market as technology continues to take an ever-increasing role
throughout the economy. Notice the similarities to the S&P since
2001 on pages 143 and 144—Monday and Friday weakness, midweek
strength during periods of uncertainty like 2015 to 2016.





S&P DAILY PERFORMANCE EACH YEAR SINCE
1952
To determine if market trend alters performance of different days of
the week, we separated 23 bear years—1953, '56, '57, '60, '62, '66, '69,
'70, '73, '74, '77, '78, '81, '84, '87, '90, '94, 2000, 2001, 2002, 2008,
2011 and 2015—from 44 bull market years. While Tuesdays and
Thursdays did not vary much between bull and bear years, Mondays
and Fridays were sharply affected. There was a swing of 10.2
percentage points in Monday's performance and 9.4 in Friday's.
Tuesday is the best day of the week based on total points gained. See
page 68.





NASDAQ DAILY PERFORMANCE EACH YEAR
SINCE 1971
After dropping a hefty 77.9% from its 2000 high (versus −37.8% on
the Dow and –49.1% on the S&P 500), NASDAQ tech stocks still
outpace the blue chips and big caps—but not nearly by as much as
they did. From January 1, 1971, through May 17, 2019, NASDAQ
moved up an impressive 8623%. The Dow (up 2971%) and the S&P
(up 3003%) gained less than half as much.

Monday's performance on NASDAQ was lackluster during the three-
year bear market of 2000–2002. As NASDAQ rebounded (up 50% in
2003), strength returned to Monday during 2003–2006. During the
bear market from late 2007 to early 2009, weakness was most
consistent on Monday and Friday. At press time, Thursdays have
been challenging.





MONTHLY CASH INFLOWS INTO S&P STOCKS
For many years, the last trading day of the month, plus the first four
of the following month, were the best market days of the month. This
pattern is quite clear in the first chart, showing these five consecutive
trading days towering above the other 16 trading days of the average
month in the 1953–1981 period. The rationale was that individuals
and institutions tended to operate similarly, causing a massive flow
of cash into stocks near beginnings of months.

Clearly, “front-running” traders took advantage of this phenomenon,
drastically altering the previous pattern. The second chart from 1982
onward shows the trading shift caused by these “anticipators” to the
last three trading days of the month, plus the first two. Another
astonishing development shows the ninth, tenth and eleventh trading
days rising strongly as well. Growth of 401(k) retirement plans, IRAs,
and similar plans (participants' salaries are usually paid twice
monthly) is responsible for this midmonth bulge. First trading days
of the month have produced the greatest gains in recent years (see
page 88).





MONTHLY CASH INFLOWS INTO NASDAQ
STOCKS
NASDAQ stocks moved up 58.1% of the time through 1981 compared
to 52.6% for the S&P on page 145. Ends and beginnings of the month
are fairly similar, specifically the last plus the first four trading days.
But notice how investors piled into NASDAQ stocks until midmonth.
NASDAQ rose 118.6% from January 1, 1971, to December 31, 1981,
compared to 33.0% for the S&P.

After the air was let out of the tech market in 2000–2002, S&P's
1946% gain over the last 37 years is more evenly matched with
NASDAQ's 3288% gain. Last three, first four, and middle ninth,
tenth, eleventh and twelfth days rose the most. Where the S&P has
three days of the month that go down more often than up, NASDAQ
has none. NASDAQ exhibits the most strength on the first trading
day of the month. Over the past 20 years, last days have weakened
considerably, down more frequently than not.





NOVEMBER, DECEMBER AND JANUARY:
 YEAR'S BEST THREE-MONTH SPAN

The most important observation to be made from a chart showing the
average monthly percent change in market prices since 1950 is that
institutions (mutual funds, pension funds, banks, etc.) determine the
trading patterns in today's market.

The “investment calendar” reflects the annual, semiannual, and
quarterly operations of institutions during January, April, and July.
October, besides being the last campaign month before elections, is
also the time when most bear markets seem to end, as in 1946, 1957,
1960, 1966, 1974, 1987, 1990, 1998 and 2002. (August and
September tend to combine to make the worst consecutive two-
month period.)

Unusual year-end strength comes from corporate and private
pension funds, producing a 4.2% gain on average between November
1 and January 31. In 2007–2008, these three months were all down
for the fourth time since 1930; previously in 1931–1932, 1940–1941
and 1969–1970, also bear markets. September's dismal performance



makes it the worst month of the year. However, in the last 15 years, it
has been up 10 times after being down 5 in a row 1999–2003.

In election years since 1950, November is the best month, +1.5% (10–
7). June is second best with an average 1.3% gain. January, February,
March, April, July, August and December are also positive. October is
the worst month, –0.7% (9–8). May and September are also net
losers on average.

See page 50 for monthly performance tables for the S&P 500 and the
Dow Jones industrials. See pages 52, 54, 60 and 62 for unique
switching strategies.

On page 66, you can see how the first month of the first three
quarters far outperforms the second and third months since 1950,
and note the improvement in May's and October's performance since
1991.



NOVEMBER THROUGH JUNE:
 NASDAQ'S EIGHT-MONTH RUN

The two-and-a-half-year plunge of 77.9% in NASDAQ stocks,
between March 10, 2000, and October 9, 2002, brought several
horrendous monthly losses (the two greatest were November 2000,
−22.9% and February 2001, −22.4%), which trimmed average
monthly performance over the 481/3-year period. Ample Octobers in
14 of the last 21 years, including three huge turnarounds in 2001
(+12.8%), 2002 (+13.5%) and 2011 (+11.1%) have put bear-killing
October in the number one spot since 1998. January's 2.8% average
gain is still awesome, and more than twice S&P's 1.2% January
average since 1971.

Bear in mind, when comparing NASDAQ to the S&P on page 147,
that there are 22 fewer years of data here. During this 481/3-year
(1971–April 2019) period, NASDAQ gained 8934%, while the S&P
and the Dow rose only 3097% and 3070%, respectively. On page 58,
you can see a statistical monthly comparison between NASDAQ and
the Dow.



Year-end strength is even more pronounced in NASDAQ, producing
a 6.0% gain on average between November 1 and January 31—nearly
1.5 times greater than that of the S&P 500 on page 147. September is
the worst month of the year for the over-the-counter index as well,
posting an average loss of –0.5%. These extremes underscore
NASDAQ's higher volatility—and moves of greater magnitude.

In election years since 1971, August is best with an average gain of
2.7% (8–4). January, February, June and December are also all
positive. March, April, May, July, September, October and November
are all losers. October is the worst, –2.1% (4–8).



DOW JONES INDUSTRIALS ANNUAL HIGHS,
LOWS & CLOSES SINCE 1901







S&P 500 ANNUAL HIGHS, LOWS & CLOSES SINCE
1930





NASDAQ ANNUAL HIGHS, LOWS & CLOSES
SINCE 1971



RUSSELL 1000 ANNUAL HIGHS, LOWS & CLOSES
SINCE 1979



RUSSELL 2000 ANNUAL HIGHS, LOWS & CLOSES
SINCE 1979



DOW JONES INDUSTRIALS MONTHLY PERCENT
CHANGES SINCE 1950







DOW JONES INDUSTRIALS MONTHLY POINT
CHANGES SINCE 1950





DOW JONES INDUSTRIALS MONTHLY CLOSING
PRICES SINCE 1950





STANDARD & POOR'S 500 MONTHLY PERCENT
CHANGES SINCE 1950





STANDARD & POOR'S 500 MONTHLY CLOSING
PRICES SINCE 1950







NASDAQ COMPOSITE MONTHLY PERCENT
CHANGES SINCE 1971





NASDAQ COMPOSITE MONTHLY CLOSING
PRICES SINCE 1971





RUSSELL 1000 INDEX MONTHLY PERCENT
CHANGES SINCE 1979









RUSSELL 1000 INDEX MONTHLY CLOSING PRICES
SINCE 1979





RUSSELL 2000 INDEX MONTHLY PERCENT
CHANGES SINCE 1979





RUSSELL 2000 INDEX MONTHLY CLOSING PRICES
SINCE 1979





10 BEST DAYS BY PERCENT AND POINT





10 WORST DAYS BY PERCENT AND POINT





10 BEST WEEKS BY PERCENT AND POINT





10 WORST WEEKS BY PERCENT AND POINT





10 BEST MONTHS BY PERCENT AND POINT





10 WORST MONTHS BY PERCENT AND POINT





10 BEST QUARTERS BY PERCENT AND POINT





10 WORST QUARTERS BY PERCENT AND POINT





10 BEST YEARS BY PERCENT AND POINT





10 WORST YEARS BY PERCENT AND POINT







STRATEGY PLANNING AND RECORD
SECTION

CONTENTS
Portfolio at Start of 2020

Additional Purchases

Short-Term Transactions

Long-Term Transactions

Interest/Dividends Received During 2020/Brokerage Account
Data 2020

Weekly Portfolio Price Record 2020

Weekly Indicator Data 2020

Monthly Indicator Data 2020

Portfolio at End of 2020

If You Don't Profit from Your Investment Mistakes, Someone
Else Will; Performance Record of Recommendations

Individual Retirement Account (IRA): 
 Most Awesome Mass Investment Incentive Ever Devised

G. M. Loeb's “Battle Plan” for Investment Survival

G. M. Loeb's Investment Survival Checklist

These forms are available at our website, www.stocktradersalmanac.com.

http://www.stocktradersalmanac.com/


PORTFOLIO AT START OF 2020





ADDITIONAL PURCHASES





ADDITIONAL PURCHASES





SHORT-TERM TRANSACTIONS
Pages 178–181 can accompany next year's income tax return
(Schedule D). Enter transactions as completed to avoid last-minute
pressures.







LONG-TERM TRANSACTIONS
Pages 178–181 can accompany next year's income tax return
(Schedule D). Enter transactions as completed to avoid last-minute
pressures.







INTEREST/DIVIDENDS RECEIVED DURING 2020



BROKERAGE ACCOUNT DATA 2020



WEEKLY PORTFOLIO PRICE RECORD 2020 (FIRST
HALF)
Place purchase price above stock name and weekly closes below.





WEEKLY PORTFOLIO PRICE RECORD 2020
(SECOND HALF)
Place purchase price above stock name and weekly closes below.





WEEKLY INDICATOR DATA 2020 (FIRST HALF)





WEEKLY INDICATOR DATA 2020 (SECOND HALF)





MONTHLY INDICATOR DATA 2020

INSTRUCTIONS:
Weekly Indicator Data (pages 185–186). Keeping data on several
indicators may give you a better feel of the market. In addition to the
closing DJIA and its net change for the week, post the net change for
Friday's Dow and also the following Monday's. A series of “down
Fridays” followed by “down Mondays” often precedes a downswing
(see page 76). Tracking either the S&P or NASDAQ composite, and
advances and declines, will help prevent the Dow from misleading
you. New highs and lows and put/call ratios (www.cboe.com) are

http://www.cboe.com/


also useful indicators. All these weekly figures appear in weekend
papers or Barron's (https://www.barrons.com/market-data/market-
lab). Data for the 90-day Treasury Rate and Moody's AAA Bond Rate
are quite important for tracking short- and long-term interest rates.
These figures are available from:

Weekly U.S. Financial Data
 Federal Reserve Bank of St. Louis

 P.O. Box 442
 St. Louis, MO 63166

 https://fred.stlouisfed.org/

Monthly Indicator Data. The purpose of the first three columns is
to enable you to track the market's bullish bias near the end,
beginning and middle of the month, which has been shifting lately
(see pages 84, 145 and 146). Market direction, performance of your
stocks, gross domestic product, prime rate, trade deficit, Consumer
Price Index, and unemployment rate are worthwhile indicators to
follow. Or, readers may wish to gauge other data.

https://www.barrons.com/market-data/market-lab
https://fred.stlouisfed.org/


PORTFOLIO AT END OF 2020





IF YOU DON'T PROFIT FROM YOUR
 INVESTMENT MISTAKES, SOMEONE ELSE WILL

No matter how much we may deny it, almost every successful person
on Wall Street pays a great deal of attention to trading suggestions—
especially when they come from “the right sources.”

One of the hardest things to learn is to distinguish between good tips
and bad ones. Usually, the best tips have a logical reason behind
them, which accompanies the tip. Poor tips usually have no reason to
support them.

The important thing to remember is that the market discounts. It
does not review, it does not reflect. The Street's real interest in “tips,”
inside information, buying and selling suggestions and everything
else of this kind emanates from a desire to find out just what the
market has on hand to discount. The process of finding out involves
separating the wheat from the chaff—and there is plenty of chaff.

HOW TO MAKE USE OF STOCK “TIPS”

The source should be reliable. (By listing all “tips” and
suggestions on a Performance Record of Recommendations,
such as the form below, and then periodically evaluating the
outcomes, you will soon know the “batting average” of your
sources.)

The story should make sense. Would the merger violate
antitrust laws? Are there too many computers on the market
already? How many years will it take to become profitable?

The stock should not have had a recent sharp run-up.
Otherwise, the story may already be discounted, and
confirmation or denial in the press would most likely be
accompanied by a sell-off in the stock.



PERFORMANCE RECORD OF
RECOMMENDATIONS



INDIVIDUAL RETIREMENT ACCOUNT (IRA): MOST
AWESOME MASS INVESTMENT INCENTIVE EVER
DEVISED





G. M. LOEB'S “BATTLE PLAN” FOR INVESTMENT
SURVIVAL
LIFE IS CHANGE: Nothing can ever be the same a minute from
now as it was a minute ago. Everything you own is changing in price
and value. You can find that last price of an active security on the
stock ticker, but you cannot find the next price anywhere. The value
of your money is changing. Even the value of your home is changing,
though no one walks in front of it with a sandwich board consistently
posting the changes.

RECOGNIZE CHANGE: Your basic objective should be to profit
from change. The art of investing is being able to recognize change
and to adjust investment goals accordingly.

WRITE THINGS DOWN: You will score more investment success
and avoid more investment failures if you write things down. Very
few investors have the drive and inclination to do this.

KEEP A CHECKLIST: If you aim to improve your investment
results, get into the habit of keeping a checklist on every issue you
consider buying. Before making a commitment, it will pay you to
write down the answers to at least some of the basic questions—How
much am I investing in this company? How much do I think I can
make? How much do I have to risk? How long do I expect to take to
reach my goal?

HAVE A SINGLE RULING REASON: Above all, writing things
down is the best way to find “the ruling reason.” When all is said and
done, there is invariably a single reason that stands out above all
others, why a particular security transaction can be expected to show
a profit. All too often, many relatively unimportant statistics are
allowed to obscure this single important point.

Any one of a dozen factors may be the point of a particular purchase
or sale. It could be a technical reason—an increase in earnings or
dividend not yet discounted in the market price—a change of
management—a promising new product—an expected improvement
in the market's valuation of earnings—or many others. But, in any



given case, one of these factors will almost certainly be more
important than all the rest put together.

CLOSING OUT A COMMITMENT: If you have a loss, the
solution is automatic, provided you decide what to do at the time you
buy. Otherwise, the question divides itself into two parts. Are we in a
bull or bear market? Few of us really know until it is too late. For the
sake of the record, if you think it is a bear market, just put that
consideration first and sell as much as your conviction suggests and
your nature allows.

If you think it is a bull market, or at least a market where some stocks
move up, some mark time and only a few decline, do not sell unless:

 You see a bear market ahead.

 You see trouble for a particular company in which you own
shares.

 Time and circumstances have turned up a new and seemingly
far better buy than the issue you like least in your list.

 Your shares stop going up and start going down.

A subsidiary question is, which stock to sell first? Two further
observations may help:

 Do not sell solely because you think a stock is “overvalued.”

 If you want to sell some of your stocks and not all, in most
cases it is better to go against your emotional inclinations and
sell first the issues with losses, small profits or none at all, the
weakest, the most disappointing and so on.

Mr. Loeb is the author of The Battle for Investment Survival, John
Wiley & Sons.



G. M. LOEB'S INVESTMENT SURVIVAL checklist
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