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Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook | (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh  Bearish Bullish

Signals Overview

Aggregator CBI Reading
Flat 0

Tonight’s Research Points

e The high SPX, low VIX and low volume are a combination that has often led to a dip the

next day.
We are in a strong seasonal period for SPX over the next few days.

[ ]
e The Fed continues to pump liquidity.

Short-term Outlook
The Bottom Line
The Aggregator is neutral. Me too.
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Summary of Recent Active Studies (see Letters from listed dates for details)

Avg Avg Avg DrawDn
Study Date Description Time span |Bias Run-up [DrawDn |-1Std Dev
Active - Short Term
February 16, 2021 SPX high. VIXlow. Volume low. 1 day Bearish
February 10, 2021 5 up to 50-high then down 1 1-4 days Bullish 1.70% -0.80% -1.60%
February 10, 2021 SPY 3 higher highs and lows, dn close 1-4 days Bullish 1.05% -0.90% -1.70%
February 9, 2021 Up 2% > 3 ago. Offset HV < 0.5 1-5 days Bullish 1.70% -0.90% -1.70%
Active - Long Term
February 10, 2021 5 up to 50-high then down 1 1-10 days Bullish 1.90% -1.00% -2.20%
February 8, 2021 SPX 50-day %b crosses over 100 1-50 days Bullish 4.90% -4.40% -8.90%
December 10, 2020 SPX 20 intra-high. NDX biggest dn 20 1-50 days  [Bullish 6.20% -2.80% -5.40%
November 23, 2020 NASDAQ Leading int term Bullish
November 2, 2020 Best 6 Months 1-6 months |[Bullish
July 9, 2020 Golden Cross int term Bullish
March 23, 2020 QE4 int term Bullish

The Evidence

Most of the indices edged higher on Thursday. The SPX rose 0.2%, the NASDAQ gained 0.4%,
and the Russell 2000 climbed 0.1%. Breadth was negative with the NYSE Up Issues % coming in
at 44% and the Up Volume % at 47%. NYSE total volume was very light.

Some notables about Friday are that 1) SPX closed at a long-term high, 2) VIX closed at an
intermediate-term low, and 3) NYSE volume was light. Low volume and a low VIX can both be
potential signs of complacency and suggest a short-term pullback. This triggered the study below,

which was last seen recently in the 1/22/21 letter.
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SPX closes at a 20-day high while VIX closes at a 20-day low. NYSE volume is the lightest in 10 days.
It is NOT December 15th or later in the year. Buy on close. Sell next day's close. $100k/trade. 2000 - present.

Total Met Profit ($9,325.26) Profit Factor

Gross Profit %$4,255.73 Gross Loss ($13,580.99)
Total Number of Trades 36 Percent Profitable 41.67%
Winning Trades 15 Losing Trades 21
............................. E\‘.en Trades 0
Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 0.44
g, Winning Trade $283.72 Avg. Losing Trade (3646.71)

$1,010.77 Largest Losing Trade

($2,492.10)

20 30

Trade Number

40

Beyond day 1 there did not appear to be a substantial edge. But the odds and curve for the 1-day
hold suggest a downside edge. | have included this study on the Active List tonight.

Another notable worth mentioning is that the SPX Seasonality Calendar is now in the midst of
some of its strongest days of the month. This can be seen below.
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Quantifiable Edges Seasonality Calendar
SSPX S&P 500 Index

Date Win% Profit Factor Avg % Che
2f1/2021 56.23 1.315 0.095
2f2f2011 L2.02 1.100 0.028
2{3/2021 56.56 1.270 0.070
2faf2021 5348 1.02% 0.009
2/5/2021 54.39 1.087 0.031
2/8/2021 55.88 0.955 -0.022
2fa/2021 56.22 1.317 0.086

2{10/2021 58.80 1.271 0.033
2f11/2021 61.30 1.349 0.
2f12f2021 61.97 1.599 0.131
2f16/2021 L8.12 2.407 0.195
2f17f2021 L7.02 1.987 0.111
2f18f2021 Lb.74 2.001 0.115
2f19/2021 L7.32 1.89% 0.
2/22/2021 48.74 0.809 -0.086
2/23/2021 53.10 1.055% -0.014
2/24/2021 52.03 0.909 -0.051
2/25/2021 03.25% 1.034 -0.025
2/26/2021 53.21 0.814 -0.083
Baseline 54.88 1.148 0.048

| have drawn around the 11t through the 19™, which are showing some of the strongest numbers
this month. The 11" and 12" both worked out favorably. But with the market short-term
overbought, it will be interesting to see if the seasonal influence will be strong enough to keep the
rally going.

| have updated the Aggregator chart below.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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Even with tonight’s evidence considered, the green Aggregator Line remained above zero.
Positive readings mean net expectations are for upside over the next few days. Meanwhile the
black Differential Line dipped back below 0. The negative Differential Line reading means that
SPX is overbought versus recent expectations. So expectations are positive but SPX is overbought.
This is considered a neutral configuration. Neutral configurations are visible on the chart whenever
both lines close on opposite sides of zero. Therefore, the Aggregator signal turned flat at the close.

Based on the current active studies, expectations are set to remain positive on Tuesday. But | will
also note that all of the active short-term studies are set to expire on Tuesday. So the Aggregator
will be heavily influenced over the next few days by any new studies that emerge. Meanwhile, the
Differential Pivot will be 3922.72 on Tuesday. That is 0.3% below Friday’s close. Therefore, SPX
would need to close down at least 0.3% in order to flip from overbought to oversold versus
expectations.

So the Aggregator is back to neutral. Evidence is mixed, and the market is overbought at new

highs. This does not appear to be a strongly favorable reward/risk setup. I’m currently sidelined,
and will not take on any new index positions until reward/risk improves.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 2/16 — somewhat bullish

Combo #1 Combo #2 Combo #3

Long Long Long

Above is the status of the different Combination Signals from the Quantifiable Edges Market
Timing Course. Signals are long-term in nature. All 3 can be either flat or long. None of them
look to short. More information on these signals can be found in the Quantifiable Edges Market
Timing Course, which is included with all annual subscriptions. Detailed descriptions of these
combination approaches can be found in Lesson 8. Subscribers may also download detailed
hypothetical historical performance reports covering 12/31/71 — 3/7/14 in Lesson 11, Course
Downloads. (You must go through the course first in order to access the Downloads.) This week
all 3 Combo Systems remained “Long”.

This week saw the stock rally continue. The SPX gained 1.2%, the NASDAQ jumped 1.7% and
the Russell 2000 shot up 2.5%. They all closed the week at all-time highs. So the uptrend certainly
remains intact.

There was one compelling study that emerged this past week with intermediate-term
consequences. It was in Tuesday night’s letter and | have copied it below.

One compelling study that triggered tonight suggested the recent persistent upmove is unlikely to
abruptly end. (This is a theme we have seen many times over the years.) It considers what happens
after the market moves up at least 5 days in a row to a 50-day high, and then pulls back. It was
from the 9/1/20 Letter. | have updated the stats in the table below.

After closing at a 50-day high yesterday and higher for at least 5 days in a row the SPX closes lower
today but above its 200ma. Buy on close. Sell X days later. $100kftrade. 1995 - present.

X | At | T g/ Losig| AE% | Wining | ‘Losng | Wining | Loshg | winoss [, A | ALAvg

Days e el e | Trade Trade Trade Ratip | Cnoactor  Trade

| 10| 654,.411.22 69 56 13 81.16| 5,131.35| -3672590 1,44295| -1,251.08 1.14 493 933.50

9| 6298512 V2 58 14 80.56| 502320 -4,151.40 1,424,459 -1402.54 1.02 4.21 87479

8| 5198332 73 51 22 69.86| 487208 -487410 158167| -1,257.33 1.24 288 71211

7| 4020034 75 52 = 69.33| 367476 -4511.38 138531 -1302.93 1.04 236 5452

6| 4254024 7T 55 22 71.43| 430720 -3837.71 1,251.51| -1,150.54 1.05 283 553.78

5| 3185828 77 51 26 6623 425250 471718 110031 -932.89 1.18 231 41274

4| 3476717 77 50| 27 6494| 384300| -3,00339) 111342 T4 1.44 266 45152

3| 2140257 7T 45 28 6364 247285 -195234 25118 -T42.55 1.16 203 277.95

2| 2305479 7T 52 25 67.53 243750 -2614.85 77415 -538.04 1.13 234 29541

1] 12841730 77 500 26 6404 175118 174410 51691 -500.15 1.03 199 18673
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http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-4/combining-price-seasonality/
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http://quantifiableedges.com/module-4/market-timing-course-downloads/

We see here a decent edge that becomes stronger and more consistent as you look out over the
next several days. The 9-10 day time frame shows exceptional stats. The 4-day timeframe suggests

a short-term boost is also likely. Let’s take a look below at both the 10-day and 4-day exit profit
curves. First, the 10 day.

After closing at a 50-day high yesterday and higher for at least 5 days in a row the SPX closes lower
today but above its 200ma. Buy on close. Sell 10 days later. $100k/trade. 1995 - present.
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The strong upslope appears to confirm the bullish edge...

The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be
found below.
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Domestic Security Holdings as of

4 Previous Febl’ual’y 10, 2021 =]

Posted February 11, 2021 at 4:30 PM

- T-BILLS T-NOTES AND T-BONDS FRNS TIPS AGENCY DEBTS MBS CMBS

Security Type Total ($Thousands)
US Treasury Bills (T-Bills) 326,044,000.0
US Treasury Notes and Bonds (Notes/Bonds) 4,088,132,932.0
US Treasury Floating Rate Notes (FRNs) 21,038,668.5
US Treasury Inflation-Protected Securities (TIPS)* 3204224010
Federal Agency Securities** 2,347,000.0
Agency Mortgage-Backed Securities*** 2,059,900,462 9
Agency Commercial Mortgage-Backed Securities*+* 9,889,406.6
Total SOMA Holdings 6,827,774,871.0
Change From Prior Week 26,536,999.9

This past week saw the SOMA rise by about $26.6 billion. That is a sizable amount. Below is an
updated SOMA/SPX chart from 2008 — present.

SOMA & SPX Levels
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The SOMA is in the midst of the largest expansion in history, and the expansion is expected to
continue for the foreseeable future. To this point, the Fed has indicated they will remain aggressive
in their efforts to stimulate the economy. And that is good for the market for as long as it lasts.

My intermediate-term outlook again remains largely unchanged. The NASDAQ is leading, and
the long-term trends remain up. We have seen some studies recently showing the recent push
higher has the market a bit over-extended short-term but that appears to be a positive for the
intermediate-term. The Fed’s continued pumping is also a large plus for the bulls. Overall, I remain
somewhat bullish, and do not see a reason to change. That basically means | will be a bit more
cautious when considering short positions than with long positions.

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
None

Broad Market Large Cap CBI -0

Additional New Trade Ideas

A full listing of system triggers can be found at the numbered systems page each night. | will
cherry pick some of my favorite setups from the S&P 100 and ETF lists along with occasional
other trade ideas to track below.

None tonight.

Current Open Trade Ideas
None.
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The author of Quantifiable Edges (QE), Mr. Robert Hanna, is separately affiliated with a registered investment adviser in the States of Washington,
California, Colorado, Michigan, Texas, Massachusetts, and Louisiana, Eastsound Capital Advisors, LLC (ECA) d.b.a. Capital Advisors 360, LLC.
ECA may not transact business in states where it is not appropriately registered, excluded or exempted from registration. Individualized responses
to persons that involve either the effecting of transaction in securities, or the rendering of personalized investment advice for compensation, will
not be made without registration or exemption. Advisory clients of ECA utilizing the approaches developed by Mr. Hanna will receive the QE
newsletter at no charge. ECA is not otherwise affiliated with QE, and neither endorses nor warrants the content of this site, the QE newsletter(s),
any embedded advertisement, nor any linked resource herein.

This report has been prepared by Quantifiable Edges, LLC and is provided for information purposes only. Under no circumstances is it to be used
or considered as an offer to sell, or a solicitation of any offer to buy securities. While information contained herein is believed to be accurate at the
time of publication, we make no representation as to the accuracy or completeness of any data, studies, or opinions expressed and it should not be
relied upon as such. Robert Hanna, Quantifiable Edges, LLC or clients of Quantifiable Edges, LLC may have positions or other interests in
securities (including derivatives) directly or indirectly which are the subject of this report. This report is provided solely for the information of
Quantifiable Edges, LLC clients and prospects who are expected to make their own investment decisions without reliance upon this report. Neither
Quantifiable Edges, LLC nor any officer or employee of Quantifiable Edges, LLC accepts any liability whatsoever for any direct or consequential
loss arising from any use of this report or its contents. This report may not be reproduced, distributed or published by any recipient for any purpose
without the prior express consent of Quantifiable Edges, LLC.
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