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Market Comment 
 
eResearch Corporation is pleased to provide an article, authored by Kevin Klombies of 

TraderPlanet.com, in which Mr. Klombies argues that cyclical bottoms are made in the autumn. 

 

The article, which begins on the next page, is entitled: “Cyclicals”. 

 

TraderPlanet bills itself as the one-stop shop for stock market beginners as well as providing 

news, research, and training for investment professionals.  
 

TraderPlanet  is rich in information of an educational nature, with articles, E-books, newsletters, 

webinars, and tutorials prevalent. It also provides a comprehensive Market Overview from the stand-
point of stocks, forex, futures, ETFs, and options. Regular columnists contribute thought-provoking 
articles and commentaries.  
 

You can learn about TraderPlanet at its website: http://www.traderplanet.com/  
 

 

 
eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. 

Investors benefit by having written research on a variety of under-covered companies. Our research and 

analysis is of institutional quality, and has the potential to reach millions of global investors through our 

extensive electronic distribution network. 
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Cyclicals 
 
By Kevin Klombies  
October 31, 2012 

 
A more intelligent person would probably suspend publishing a daily markets report until the markets 
get back to actually trading. We realize that the futures markets are open but until the U.S. equity 
market returns to some semblance of normality... there are only so many way we can think of to spin 
the same arguments. 
  
We have a variety of theses that hopefully dovetail into one major view. We have argued that cyclical 
bottoms tend to be made in the autumn with a particular emphasis on the autumn of the second year 
of each decade. For months and months, we have been focusing on this particular point in time to 
mark some kind of cyclical low. 
 
Another view has been that the markets seem to be trading in a similar manner to 1996-97. This was 
the time-frame following the peak for the commodities trend with money rolling away from the 
commodity currencies and BRIC-related themes. This was a particularly positive time for the energy 
'using' cyclicals. 
 
A third view relates to the way the bond market has been driven to the top of its very long-term 
trading channel in response to cyclical weakness. We suggested that this was similar to 1986-87 in 
some ways, although the 'driver' for bond prices at that time was the collapse in crude oil prices. This 
time around, the pressures have tended to emanate from the relentless series of crises emanating 
from the Eurozone with periodic help from tech and Asian weakness. 
 
Below is a chart of crude oil futures and the U.S. 30-year T-Bond futures from 1986. The basic point 
is that the bond market did not reach a final peak until oil prices reached bottom through the second 
and third quarters of 1986. 
 
Below is the current situation. If there is a shoe left to drop that would extend the duration of the 
TBond's visit to the channel top it might come from additional pressure on oil prices. If, on the other 
hand, crude oil futures prices have already bottomed out then we are that much closer to the start of 
a cyclical pivot 
 
The point? The current or recent trend has been based on a flat bond market and a steady rise in 
valuations for stable and non-cyclical stocks. Eventually the trend will shift back to the cyclicals with 
the transition taking place significantly quicker if crude oil prices have already made some kind of 
lasting price bottom.  
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ED.: See “About the Author” below. 
 
 
 

About the Author 

 

 
  
Kevin Klombies is a prolific writer and market analyst. After graduating in 1980 from the University of 
Saskatchewan with a Bachelor of Commerce degree (Honours) in Finance/Economics, he was a broker 
for about 16 years for Wood Gundy Inc./CIBC Wood Gundy (changed name around 1990) Private Client 
Division.  
 
While at Wood Gundy, he began to create the intermarket work that would later become the IMRA 
newsletter. He recalls starting with a DOS version of Metastock that he used to print out charts, drawing 
lines on them with a pen and ruler and taping them together upside down (at times). The first market 
review that he put together was in 1988 and was based on annual percentage changes in U.S. M1 versus 
the equity markets. It ended up going from desk to desk right to the Bank of Canada, which said there 
was, in fact, no relationship between money supply growth and the equity markets (“which probably 
explains why I have so little respect for central banks,” he says).  
 
Klombies says his broker career was uninspiring, mainly because he spent way too many hours running 
charts and too little time prospecting for business. He found that what he liked best was analyzing the 
markets and what he liked least was selling, marketing, and client service. So. he eventually left the 
business and continued to work on the analysis while doing some trading and consulting.  

He has been featured on a number of web sites, interviewed by Reuters TV in London and marketed by 

Agora Inc. (Daily Reckoning, etc.), but the majority of what he does is done privately and quietly. 

 


