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Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook | Quantifiable Edges 3-day Risk/Reward Outlook
Bearigh Bullish  Bearish Bullish

Signals Overview

Aggregator CBI Reading
Short 3

Tonight’s Research Points

e May 1% rallies have commonly been followed by dips.

Short-term Outlook

The Bottom Line
The Aggregator is bearish, but evidence is weak and the market is set to flip to oversold on Tuesday

unless there is further rallying. | don’t view this as a compelling setup.
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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
May 4, 2021 May 1st closes up 1-4 days Bearish -2.15% 0.90% 2.20%
April 29, 2021 20-day hi & bottom 10% intraday close |1-6 days Bullish 1.60% -1.10% -2.15%
Active - Long Term
May 3, 2021 Worst 6 Months 1-6 months |Bearish
April 22, 2021 % of SPX stocks > 100ma exceeds 94% [int term Bullish
July 9, 2020 Golden Cross int term Bullish
March 23, 2020 QE4 int term Bullish
Dropped Tonight (expired, tgt hit, or avg ddn + 1 std dev exceeded)
May 3, 2021 Unfilled gap dn from 50-high 1 day Bearish
May 3, 2021 Weak close to month 1 day Bullish
April 30, 2021 Outside day to 50-high rising volume 1-2 days Bearish

The Evidence

The market put in a mixed day on Monday. SPX closed up 0.3%, the NASDAQ fell 0.5%, and the
Russell 2000 gained 0.5%. Breadth was positive with the NYSE Up Issues % coming in at 69%
and the Up Volume % at 67%. NYSE total volume declined from Friday’s level.

Price action has taken SPX basically sideways over the last several days, so there is nothing
particularly interesting triggering in regards to price movement. There was an interesting
seasonality study to consider.

Yesterday | showed the strong seasonal tendency of the SPX on the 1st trading day of month when
the last day of the month closed poorly. In the May 2, 2018 letter | looked at what has happened
after a positive start to May. Updated results may be found in the table below.

SPX closes higher on the 1st trading day in May.
Buy on close. Sell X days later. $100k/trade. 1987 - present.
. All: Al Al ) All: Max All: Max Al Avg All: Avg All: ) .
X 'c;:;:_:t Total |Winning| Lesing Prj:!r.t:tile Winning Losing Winning Losing Win/Loss Prufilllédur 'cfll.t::l";g
Days Trades Trades Trades Trade Trade Trade Trade Ratio
5| -9,578.81 ey 9 13 40.91 584323 -3529.99 148790 -1785.92 0.24 0.53 -435.40
4|-2088227 22 6 16 2727 337531 753454 1,551.82| -1,887.07 0.8z 0.31 -825 159
3| -15671.42 22 5 13 40.91 47471 -5,151.13 1,107.20| -1972.02 0.56 0.39 -712.34
2 -12,328.35 22 7 15 31.82| 296954| -351420( 102297 -129514 0.75 0.37 -560.29
1) -2,602.86 22 13 5 500%| 335836 -2373.78 516.01| -1,034.55 0.50 0.72 1183

Of the 22 instances that rose on the first day in May since 1987, 16 of them closed lower 4 days
later. Below is an equity curve that shows how it has played out over time.
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SPX closes higher on the 1st trading day in May.
Buy on close Sell 4 days later $100k/trade 1987 - present
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The big drop in instance 17 was the 2010 Flash Crash. Even without that instance there appears to
be a solid downside inclination. | have added this study to the Short-Term Active List.

| 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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With tonight’s evidence considered, the green Aggregator line dipped below zero. Negative
readings mean net expectations are for downside over the next few days. Meanwhile the black
Differential Line held below 0. The negative Differential Line reading means that SPX is
overbought versus recent expectations. So expectations are negative and SPX is overbought. This
is considered a bearish configuration. Bearish configurations are visible on the chart whenever
both lines close below zero. Therefore, the Aggregator signal turned short at the close.

Based on the current active studies, expectations are slated to remain negative on Tuesday. Of
course this could change if compelling new bullish evidence emerges. Meanwhile, the Differential
Pivot will be inverted at 4214.65 on Tuesday. That is 0.5% above Monday’s close. An inverted
pivot means that the Differential Line will cross through zero if SPX closes flat. In this case, SPX
IS going to need to close up over 0.5% in order to remain overbought. Anything other than that,
and it will flip to “oversold” vs expectations as of Tuesday’s close.

So the Aggregator is bearish, but evidence is mixed and the Differential Pivot is inverted. The
inverted pivot is an issue because it means that potential reward is limited to just a 1-day move
from this spot. So a short entry here would be very aggressive. I’d rather see things line up a bit
better before taking on a new index position. I’ll continue to exercise patience until that happens.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 5/3 — neutral

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

LOW @ $196.06 (buy @ Limit) — not filled — cancel for now
AMGN @ $236.71 (bought @ Limit)

AMGN @ $234.71 (bought @ Limit)

Broad Market Large Cap CBI — 3(LOW, AMGN-2)

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

Symbol Entry Date |Entry Price |Current Price|% Gain/Loss |Stop |Notes
AMGN(1/3 4/29/2021 $235.07 $245.38 4.39% Catapult
AMGN(1/3 4/30/2021 $234.27 $245.38 4.74% Catapult
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