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Market Overview

Quantifiable Edges 1-day Risk/Reward Qutlook | (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bulish  Bearish Bulish

Signals Overview

Aggregator CBI Reading
Flat 0

Tonight’s Research Points

o 2 unfilled gaps higher after a 20-day low suggests a short-term upside edge.
e Tax Day (and the day after) have been bullish for the market historically.
e The Fed pumping continues and is supportive of the market long-term.

Short-term Outlook

The Bottom Line
The strong bounce over the last two days was expected, and it has now overshot expectations. So

SPX is now overbought and the Aggregator is neutral.
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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 17,2021 Tax Time 1-2 days Bullish
May 17, 2021 2 unfilled up gaps from 20-low 1-7 days Bullish 2.60% -0.80% -1.60%
May 14, 2021 2% dn to 10-low then 1% up 1-5 days Bullish 3.00% -1.40% -2.70%
May 13, 2021 3 dn from 50-high to 10 low 1-8 days Bullish 2.45% -1.40% -3.50%
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 13,2021 VIX 35% over 10ma 1-2 days Bullish
May 13,2021 System 110524 1-7 days Bullish 2.40%) -1.60% -3.40%
May 12,2021 1st 10-low close in > 30 days 1-8 days Bullish 2.55%) -1.90% -4.20%

The Evidence

Friday was a 2" strong day for the market. SPX finished up 1.5%, the NASDAQ gained 2.3%,
and the Russell 2000 climbed 2.5%. Breadth was strongly positive with the NYSE Up Issues %
coming in at 80% and the Up Volume % at 90%. NYSE total volume declined from Thursday’s
levels.

Coming off the 20-day low close on Wednesday, we have now seen SPY leave an unfilled gap
higher for two days in a row. That is quite unusual to see that kind of overnight strength hold up
so well for multiple days following an intermediate-term low. It is something | examined last year
in the 2/5/20 letter. | went back and updated that study tonight.

After closing at a 20-day low 2 days ago, SPY leaves an unfilled gap up the last 2 days. Close = 200ma.
Buy on close. Sell X days later. $100k/frade 1993 - present.
X | arna AL AL ey | Ablec bl Atas | Atas | A | s
Days Tl | el e Bl Trade Trade Trade Ratip | omoactor  Trade
100 21,752.67 12 5 3 75.00 7,303.23| -2443.58 302283 181760 .66 4.59
9| 20951381 12 g 3 75.00) 7,882.38 -2937.00| 278802 -1374.14 2.03 6.08
B 2086737 12 g 3 75.00) 655479 -2,055.90| 273198 -1240.14 2.20 661
7| 19,854 69 12 11 1 91.67| 510246 -144£0.00 1,935.88| -1,440.00 1.34 14.79
6| 1923278 12 5 3 75.00 §,130.08| -1,019.54 2,360.51 -670.59 3.52 10.56
5| 1584080 12 10 2 8333 534897 -142578| 1,80370 -1,098.00 1.64 821
4| 1355092 12 g 3 75.00) 550341 -43088| 161179 -315.41 511 15.33
3| 95, 69 12 10 2 83.33| 419681 -297.00 1,079.80 -7 18 1.39 6.97
2| 8§, .58 12 5 3 75.00 422037 -1,252.80 1,173.81| -1,202.78 0.98 293
1| 522882 12 8 4 B667| 223047 -1,18200 94599 -585.83 1.61 3.23
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Instances remain low, but the upside consistency is quite impressive. Below is a list of all the trades
along with the 7-day results.

After closing at a 20-day low 2 days ago, SPY leaves an unfilled gap up the last 2 days.
Close = 200ma. Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
Date/Time Signal Price % Profit Run-up

Drawdown

4/15/1996 Buy $64.25 1.17% $2,053.92
4/24/1996 Sell $65.00 ($622.40)
6/17/1998 Buy $111.38 1.80% $2,771.73
6/26/1998 Sell $113.38 ($1,569.75)
1/26/2005 Buy $117.23 2.56% $2,729.60
2/4/2005 Sell $120.23 ($528.86)
4/12/2012 Buy $138.79 -1.44% $410.40
4/23/2012 Sell $136.79 ($2,052.00)
6/26/2013 Buy $160.14 2.38% $2,652.00
7/8/2013 Sell $163.95 ($174.72)
3/31/2014 Buy $187.01 0.04% $1,436.46
4/9/2014 Sell $187.09 ($1,826.28)
12/18/2014 Buy $206.78 0.40% $1,057.77
12/30/2014 Sell $207.60 ($565.11)
6/11/2015 Buy $211.63 0.12% $807.12
6/22/2015 Sell $211.89 ($1,812.48)
7/10/2015 Buy $207.48 2.06% $2,741.70
7/21/2015 Sell $211.75 $0.00
6/29/2016 Buy $206.66 3.26% $3,579.03
7/11/2016 Sell $213.40 (£48.20)
2/4/2020 Buy $329.06 2.43% $2,745.18
2/13/2020 Sell $337.06 $0.00
11/3/2020 Buy $336.03 5.11% $8,419.95
11/12/2020 Sell $353.21 $0.00

This list is impressive, and the 2 instances since | last featured this study saw strong upside follow
through. This setup has been unusual, but the consistent gains to this point intrigue me enough to
pay the study some attention and put it on the Active List tonight.

In the 7/15/20 letter (and many times over the years) | showed that there has been a strong historical
tendency on tax day (normally April 15", but May 17" this year) and the day immediately after.
The reason tax day may be important is that it is the last day that people can make IRA
contributions to count for the previous tax year. This can create a last-minute rush and you will
often have an inflow of funds heading into the market right around and on April 15" (or May 17").
Fund managers will often put this money to work immediately and it creates a positive bias for the
market. Below are some updated studies that demonstrate this.
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SPX Tax Day Performance.
$100kitrade. 1981 - present.
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SPX Day After Tax Day Performance.
$100kitrade. 1981 - present.
20000
QGO0 e e e e AT
48000 e Y W U S Ao
AT000E e ................................ .............................. fn S
ABOOO T - rmmr s ................................ , ................................ ................................
1sgood oo e T T A
BT D e N ST
430000 e e A U
420004 e ................................ .............................. ................................
E U000 o mrmr e ................................ ................................ ................................
= : : :
0000 oo . e
(=3 . ’ .
LLl BUUD ................................ e g P e
BOODL e ST (ONU i e U
FO00d -+ g ............................. é ................................ g ................................
BOOOF - rrr e '. ................................ e e
5000 g Tedtal Net Profit $19,259.32 Profit Factor 4.0
= “ Gross Profit %$25,614.04 Gross Loss (%$6,354.72)
A000d A :
- Total Number of Trades 40 Percent Profitable 67.50%
30007 - . Winning Trades 27 Losing Trades 3
. Even Trades 0
BO00 el
................................ " Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 1.94
1000 " Avg. Winning Trade $54B67  Avg. Losing Trade ($488.82)
0 ; Largest Winning Trade $2,842.84 Largest Losing Trade ($1,602.28)
0 10 20 30 40
Trade Number

As you can see, both of these days seem to contain very solid upside edges. The study below looks
at what happens if you hold for both days instead of just one.
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Buy SPX on the close before Tax Day.
Sell 2 days later. $100k/frade. 1981 - present.
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As you would expect, the numbers and the profit curve are impressive. This study has been added
to the active list tonight.

In looking at the current seasonality Calendar for SPX, Wed, Thurs, and Fri this week have some
of the weakest numbers of the month. This can be seen in the table below, copied from the
Seasonality Calendar page.
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Quantifiable Edges Seasonality Calendar
SSPX S&P 500 Index

Date Win% Profit Factor Avg % Che
&f3/2021 55.84 1.387 0.109
c/af2021 50.92 1.049 0.011
&f5/2021 55.54 1.201 0.050
5/6/2021 52.30 0.950 -0.016
&f7/2021 53.43 1.066 0.024
5/10/2021 53.72 0.985 -0.017
5/11/2021 4.16 1.263 0.003
5/12/2021 53.87 0.965 -0.026
5/13/2021 56.90 1.066 0.014
5/14/2021 56.70 1.341 0.089
5/17/2021 54,28 0.896 -0.040
5/18/2021 53.82 1.402 0.063
5/19/2021 53.20 0.879 -0.046
5/20/2021 52.67 0.862 -0.052
5/21/2021 51.59 0.876 -0.047
5/24/2021 51.25% 1.251 0.033
£/25/2021 55.49 1.509 0.108
5/26/2021 57.00 1.673 0.133
&/27/2021 58.01 1.734 0.144
5/28/2021 50.56 1.677 0.105
Baseline 54.72 1.157 0.051

| also posted the preliminary numbers for the June calendars on the “Seasonality — Next Month
Preliminary” page. The numbers will all change slightly when they become official at the end of
this month. For June, the strongest numbers for SPX in June are appearing the first few days, mid-
month, and then the last few days. That is a pattern that is often seen. I’ll discuss the June calendar
more when we get closer.

| have updated the Agaregator chart below.
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https://quantifiableedges.com/seasonality-next-month-preliminary/
https://quantifiableedges.com/seasonality-next-month-preliminary/
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 remained above zero. Positive
readings mean net expectations are for upside over the next few days. Meanwhile the black
Differential Line dove down below 0. The negative Differential Line reading means that SPX is
overbought versus recent expectations. So expectations are positive but SPX is now 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.

i

Based on the current list of active studies, expectations are set to remain positive on Monday. This
could change if strong bearish evidence emerges. Meanwhile, the Differential Pivot will be
4074.18 on Monday. That is 2.4% below Friday’s close. Therefore, SPX would need to close down
at least 2.4% on Monday in order to flip from overbought to oversold vs recent expectations. That
is an unlikely 1-day drop. A more likely scenario for working off the overbought condition would
be a multi-day decline or consolidation.

So the Aggregator is now neutral. The bounce that was expected the last couple of days showed
up in a big way. Which means it is time for me to flatten out and wait for the next favorable
reward/risk setup to emerge. There has been a lot of action in the market lately, and that has made
for some decent trading opportunities. With all the crosswinds that exist between sentiment,
valuations, COVID, inflation, tax changes, and more this could be an opportune swing trading
market for a while.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 5/17 — neutral

Combo #1 Combo #2 Combo #3

Flat Flat Flat

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 three Combo systems remained Flat.

Despite the rally the last 2 days, the market indices all finished with losses on the week. The SPX
fell 1.4%, the NASDAQ tumbled 2.3% and the Russell 2000 dropped 2.1%. All the indices are
above their long-term moving averages, but it is not necessarily a clear uptrend for everything.
SPX is not far off its all-time high, but the NASDAQ has now closed down 4 weeks in a row. And
after a massive rally from October to early February, the Russell 2000 has basically chopped
sideways for the last 3 months.

The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be
found below.

Domestic Security Holdings as of

4 Previous Ma 12. 2021

Posted May 13, 2021 af 4:30 PM

SUMMARY TBILLS T-NOTES AND T-BONDS FRNS TIPS AGENCY DEETS MBS CMBS

TOTAL
SECURITY TYPE (SThousands)
US Treasury Bills (T-Bills) 326,044,000.0
US Treasury Notes and Bonds (Notes/Bonds) 4315773,560.1
US Treasury Floating Rate Notes (FRNs) 238716911
US Treasury Inflation-Protected Securities (TIPS)* 339,655,894.6
Federal Agency Securities** 23470000
Agency Mortgage-Backed Securities*** 2,181,448,790.3
Agency Commercial Mortgage-Backed Securities*** 9,876,133.7
Total SOMA Holdings 7,199,017,069.8
Change From Prior Week 13,204,000.0
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http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-4/combining-price-seasonality/
http://quantifiableedges.com/module-4/market-timing-course-downloads/
http://quantifiableedges.com/module-4/market-timing-course-downloads/

This past week saw the SOMA rise by over $13 billion. That is a fairly typical week for the current
Fed policy. Overall, the Fed is still indicating it will continue pumping strongly. Below is an
updated SOMA/SPX chart from 2008 — present.

SOMA & SPX Levels

7,750 450000

7,000
f,ﬁ - a000.00
6,250
f M - 3500.00
A

5,500 |

Billions

n)/- - 3000.00
4750 MV? ¥
4,000 /f N/J,., ~_ 250000
3,250 ~
i o

2,500 '
J,!J N‘\/ﬂ"' [ 150000
W ™

1,750

- 1000.00

1,000

ol

230 500.00

2008-04-09
2008-08-06
2008-12-03
2009-04-01
2011-11-09
2012-03-07
2012-07-03
2012-10-31
2013-02-27
2013-06-26
2013-10-23
2015-06-10
2015-10-07
2016-02-03
2016-06-01
2016-09-28
2017-01-25
2017-05-24
2017-08-20
2018-01-17
2018-05-16
2018-09-12
2019-01-09
2019-05-08
2019-09-04

2019-12-31
2020-04-29

2009-11-25
2010-03-24
2010-07-21
2010-11-17
2011-03-16
2011-07-13
2014-02-19
2014-06-18
2014-10-15
2015-02-11
2020-08-26
12/23/2020

4212021

2009-07-29

Total®* —— SEP 500

The SOMA is in the midst of the largest expansion in history, and the expansion is expected to
continue for the foreseeable future. Before it cuts off the flow of liquidity, its expected the Fed will
reduce the size of the flows. The timing of this will become more and more a discussion point as
the year moves on. And economic numbers may have strong reactions due to their potential to
influence Fed policy. To this point, the Fed remains dovish. And that is good for the market for as
long as it lasts. Of course, we’ll be watching closely for hints of any change in policy that could
disrupt the market.

From an intermediate-term perspective | remain somewhat neutral. The bulls still have momentum
on their side. SPX is near new highs, and breadth of rising SPX stocks has been strong, as seen in
the study discussed a few of weeks ago. The Fed’s continued pumping is also a massive plus for
the bulls. The public has certainly shown an appetite for risk recently. | discussed this in some
detail last week. That is a good thing...until it isn’t. Bears may note that the historically high stock
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valuations and interest in speculative investments are suggesting excessive froth. That might not
matter immediately, but it likely will at some point. Bears can also point to the weakened
seasonality and the lagging NASDAQ. | will maintain a neutral bias. This means that | will be less
aggressive than normal in taking on both long and short trades. But as | mentioned in the short-
term section, all these crosswinds could make for some very playable swings. So when a favorable
reward/risk opportunity presents itself in either direction, I’ll be prepared to try and take advantage.

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
None

Broad Market Large Cap CBI -0

Additional New Trade ldeas

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.

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss |Stop Notes
SPY(1/4) 5/12/2021| $411.23 $416.58 1.30% sell on open
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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
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