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Market Overview

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

Signals Overview

Aggregator CBI Reading
Long 0

Tonight’s Research Points

e The bounce over the last day and a half appears like it has more to go in the short-term,
based a few studies.

e The Fed continues to pump massive amounts.

e The Seasonality Calendar looks bullish over the next couple of weeks.

Short-term Outlook

The Bottom Line
The Aggregator is bullish, but with the Differential Pivot inverted, there is a good chance the

Aggregator will change to neutral on Monday.
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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
August 23, 2021 SPXup 2 from 10 low < 10ma 1-2 days Bullish
August 23, 2021 SPY up 2 < 3 ago 1-2 days Bullish
August 20, 2021 4 Lower Lows. 20 Low.. Up close 1-6 days Bullish
August 18, 2021 5 up to 50-high then down 1 1-4 days Bullish
August 18, 2021 Bottom 10% range & 5-day low 1-5 days Bullish
August 13,2021 SPX up. NYSE Up Volume < 40% 1-7 days Bullish 1.70% -1.10% -2.25%
Active - Long Term
August 18, 2021 Up 5 days then down < 3 days ago 1-11 days Bullish
July 8, 2021 Russell btm 25% 20-day rng. SPX top 25{1- 40 days [Bullish
July 6, 2021 SPX 200 hi. Mc Osc < 0 12 daysinrow [1-45 days Bearish -6.50% 2.45% 4.50%
June 28,2021 SPX 50-day %b crosses over 100 1-50 days Bullish 4.90% -4.40% -8.80%
May 3, 2021 Worst 6 Months 1-6 months [Bearish
July 9, 2020 Golden Cross int term Bullish
March 23, 2020 QE4 int term Bullish

The Evidence

Friday was a strong rally day. The SPX closed up 0.8%, the NASDAQ rose 1.2%, and the Russell
2000 jumped 1.65%. Breadth was positive with the NYSE Up Issues % coming in at 71% and the
Up Volume % at 78%. NYSE total volume declined, which is unusual for an opex Friday.

While SPX has risen fairly strongly the last day and a half, the rally still did not manage to close
above its 10-day moving average. In the 10/7/19 letter I looked at other 2-day bounces from 10-
day lows that failed to exceed the 10ma. I have updated that study below.

After closing at a 10-day low 2 days ago, SPX closes up the last 2 days.
Close = 10ma and = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.

X All Net All: ) _AII:_ AI!: All % ,C'xl!: r.1_ﬂx All: r._1sx {xl!z A_'.fg All: Ff\'.fg ) _AII: All All Avg
Total |Winning| Lesing Winning Losing Winning Lesing Win/Lozs
Da‘_'t"s Frofit Trades Trades Trades Profitable Trade Trade Trade Trade Ratio Profitfactor|  Trade

5 32,370.04 el &0 37 6186 452200 433511 1,569.55| -1,670.35 54 1.52 3337
4| 40,594.21 ] 62 36 6327 | 452855 -4255.02 1,506.41 | -1486.75 1.03 177 41423
3 3874789 100 =] 32 63.00| 316768| -3993.04 121592 | -1372585 0.29 1.83 387.48
2| 37,730.58| 100 63 v 63.00| 3,84455| -282204| 113743 -916.95 1.24 2N KT
1) 19,6885.30| 100 61 39 61.00 255%942| -3044.52 751.25 570.25 1.12 1.75 196.85

Stats here seem to suggest a bit of an upside edge, especially over the 1st couple of days. Below is
a look at a profit curve that assumes a 2-day holding period.
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After closing at a 10-day low 2 days ago, SPX closes up the last 2 days.
Close < 10ma and > 200ma. Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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It has moved from lower left to upper right on a fairly steady basis for a very long time. This serves
as some confirmation of the potential bullish edge. Further confirmation can be seen if we look at
the NASDAQ Composite. The NASDAQ set up in the same pattern over the last few days. | last
looked at the NASDARQ this way in the 1/30/20 letter, and have updated that research below.

After closing at a 10-day low 2 days ago, NASDAQ closes up the last 2 days.
Close < 10ma and = 200ma. Buy on close. Sell X days later. $100k/trade. 1998 - present.

X All Net All; .AII:. AI!: All % AI!: r.'Ilax All: I..'Iax AI!; A.Vg All: ﬁ.wg lAII: Al All Avg
Total |Winning| Lesing Winning Los=ing Winning Losing Win/Lozs
Da‘_n"S Profit Trades| Trades |Trades Profitablz Trade Trade Trade Trade Ratio ProfiFactor)  Trade
5| 33,620.87 79 50 29 63.20| 808760 -11,016.39| 202630 -2333.97 0.87 1.50 425 69
4| 4451543 79 50 29 63.29 644445 -4936.40 159584 -18307.81 1.05 1.80 563.49
3| 23,915.88 80 45 34 5750 651880| -B03418| 177728 170115 1.04 1.41 29895
2| 3445807 80 53 2r 66.25| 584288 -4137.56| 1,38063| -1433.90 0.96 1.89 430.73
1| 20,399.24 80 50 30 62.50| 3441868 -38532.80 B57.95 -916.81 1.05 1.74 254.99

Numbers here also look strong. And here is the curve.
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After closing at a 10-day low 2 days ago, NASDAQ closes up the last 2 days.
Close < 10ma and = 200ma. Buy on close. Sell X days later. $100k/trade. 1998 - present.
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Some fails in the last few instances, but overall this gives the same message as the SPX version.
There appears to be a 2-day upside edge.

Another way to look at the bounce over the last couple of days is noting that the rally failed to
closed above the close of 3 days ago. In other words, the last 2 days have failed to make up for the
losses of the 1-day drop on Wednesday. This triggered the below study from the 1/24/20 letter.

SPY closes up 2 days in a row but below the close of 3 days ago. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.

X All: Net _I;_G\II: .AII:. AI!: Al % AI!: r.'I.Ex All: r..'Iax AI!: A.vg All: ﬁ.wg .AII: Al All Avg
otal |Winning| Losing Winning Losing Winning Losing Win/Loss
Days Profit rrades Trades Trades T C2CR | Trage Trade Trade Trade Ratip | Cnhacter  Trade
5| 2258088 112 65 45 5804 4TITT0| -654B84 0 145528 157862 0.93 1.31 201.82
4| 3474481 114 75 39 6573 463350 -432483| 127977 -1583.04 0.81 1.55 300.39
3| 2904853 115 73 42 63.48| 3,00000 -408224| 1131.01| -1274.15 9 1.54 252.60
2| 3372518 115 LiLi 3z 66.96| 408825 -293222 S00.24 -935.67 0.96 1.95 293.26
1| 1959677 115 68 45 5913 373275 1, 777.90 631.05 59365 1.15 1.73 170.41
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This also suggests a 2-day upside edge. Let’s check the curve for confirmation.

SPY closes up 2 days in a row but below the close of 3 days ago. Close = 200ma.
Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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This is another appealing curve. So it appears this bounce has a pretty good chance of continuing
higher over the next day or two.

| have updated the Aggregator chart below.
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With tonight’s evidence considered, the green Aggregator Line held above zero. Positive readings
mean net expectations are for upside over the next few days. Meanwhile the black Differential
Line remained above 0. The positive Differential Line reading means that SPX is oversold versus
recent expectations. So expectations are positive and SPX is oversold. This is considered a bullish
configuration. Bullish configurations are visible on the chart whenever both lines close above zero.
Therefore, the Aggregator formation stayed long at the close.

Based on the current active list, expectations are slated to remain bullish on Monday. This is
unlikely to change. Meanwhile, the Differential Pivot will be inverted at 4421.47 on Monday. That
is 0.45% below Friday’s close. An inverted pivot means that the Differential Line will cross
through zero if SPX closes flat. In this case, SPX will need to close down almost 0.5% in order to
remain “oversold”. Anything other than that and it will be considered overbought vs expectations
as of Monday’s close.

So the Aggregator is still bullish. But that will change to neutral on Monday unless there is a bit
of a selloff. I often look at inverted pivots as opportune times to take profits. This is because upside
is limited to just one day. So you can take it early in the day or late in the day. Either way, | will
be looking to close out my SPY position on Monday if | see a good opportunity to do so.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 8/23 — slightly bullish

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
Combo #2 and Combo #3 joined Combo #1 and are now flat..

The market lost some headway this past week. The SPX fell 0.6%, the NASDAQ declined 0.7%,
and the Russell 2000 dropped 2.5%. The SPX is still very close to an all-time high. But the Russell
2000 is near the bottom of its 6-month range. So the trend is not certain and breadth divergences
have been abundant.

There was one study week with intermediate-term implications. It was seen in the Tuesday night
letter. | have copied it below.

Another study noted that the selloff Tuesday wiped out a few days worth of gains. Below | show
results since 1982 where 3+ days of gains were erased after a rally of 5+ days. This study is
updated from the 12/29/11 letter.

After closing higher for at least b days in a row, SPX closes below the close of 3 days ago.
Buy on close. Sell X days later. $100k/trade. 1982 - present.

X | ANt fo winnng|osng AE% | g Losng | Winng | Losng | wintoss |, AV | ALAS

Days PIOft  rrades Trades Trades| OO0 | Trage Trade Trade Trade Ratio | roniracter  Trade
12| 54,918.29 35 27 ] 7714 10,761682| -5485380| 2851554 -1596265 1.33 450( 1,589.09
| 11| 59,603.95 35 30 5 8571 11,830.34| 454872 239040 -242181 0.99 592 170297
10| 53,688.28 35 29 6 82.86| 638792 3,672.50 228517 -2096.55 1.09 527 1,53385
9| 53,773.53 35 30 5 85.71 7,745,444 -£151.40 2,226.82| -2606.22 0.85 5.13| 1,536.39
&| 4905398 35 27 ] 7714 7,000.38 -487410( 232018 -169824 1.37 481 1,401.59
7| 4952142 35 27 2 77.14| 1012586 -3912.48 2,261.26| 144158 1.57 529 1,41480
6| 4125605 35 27 ] 7714| 884012 -2 72545 1,875.35| -1,172.31 1.60 5.40 1,178.74
5| 40,251.59% 35 25 5 7429 1140578 -1,85850( 1,835.65 -977.91 1.93 557 1,150.08
4| 32,231.07 35 25 10 7143 730292 -310230( 1867120 -954.89 1.75 438 520.89
3| 1945037 35 24 11 6857 3,539.22 3,214.80 1,313.43| -1,093.81 1.20 282 556 87
2| 26,251.45 35 27 ] 7714 665266 -1709.10 1,194.43 -749.78 1.59 5.38 750.04
1| 19,396.32 35 prac] G 8286 397720 -T77.48 736.64 -32773 2.25 10.86 55418

33 of 35 instances (94%) closed above their entry price
at some point in the next 5 days.
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These results also appear to provide a solid upside edge. Below is a profit curve that assumes a
2-day holding period.

After closing higher for at least 5 days in a row, SPX closes below the close of 3 days ago.

Buy on close. Sell 2 days later. $100k/trade. 1982 - present.
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It isn’t a terribly consistent curve, but it sure has been hot lately. The profit curve below assumes
an 11-day hold.
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After closing higher for at least 5 days in a row, SPX closes below the close of 3 days ago.
Buy on close. Sell 11 days later. $100k/trade. 1982 - present.
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This one does appear nicely consistent. | have added this study to the short and intermediate-term
active list.

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

{Previous  August 18, 2021 &

Posted August 19, 2021 ar 4:30 PM

m TEILLS T-NOTES AND T-BONDS FRNS TIPS AGENCY DEBTS MBS CMBS

TOTAL
SECURITY TYPE (SThousands)
US Treasury Bills (T-Bills) 326,044,000.0
LS Treasury Notes and Bonds (Motes/Bonds) 4559562 363.5
US Treasury Floating Rate Motes (FRNs) 24,879,545.9
US Treasury Inflation-Protected Securities (TIPS)* 353,343,604.8
Federal Agency Securities** 2,.347.000.0
Agency Mortgage-Backed Securities*** 2,455,979,762.8
Agency Commercial Mortgage-Backed Securities*** 9,658,426.5
Total SOMA Holdings 7,731,814,7935
Change From Prior Week 00,857,763.5

This past week saw the SOMA rise by about $100 billion. That is a massive amount, but fairly
typical for this time of the month. We should see the SOMA continue to rise in the coming weeks.
Below is an updated SOMA/SPX chart from 2008 — present.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952




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 a while longer. That should continue to benefit the market. But the Fed is now talking
about when they will dial back the stimulus. That will first be in the form of reduced Quantitative
Easing amounts (tapering). Taper talk has intensified recently. Many people are now anticipating
an announcement of future tapering in the September Fed statement, followed by reduced asset
purchases beginning in the 4™ quarter of this year. When the massive liquidity support is removed
from the market, that would likely make it much more difficult for market advances. For now, the
Fed is pumping at that is big positive for the SPX.

Last thing to note is the SPX Seasonality Calendar for the rest of August. As you can see below,
the rest of the month is all “green”, meaning average historical stats for the models are above
breakeven in both Win % and Profit Factor. The 1% three days in September all look positive as
well, with the 1% and 3 showing the strongest numbers of the month (based on preliminary stats,
which will change slightly).
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Quantifiable Edges Seasonality Calendar
SSPX S&P 500 Index

Date
a8f2/2021
af3f2021
afaf2021
8/5/2021
af6/2021
8/9/2021

8/10/2021
8/11/2021
8/12/2021
8f13f/2021
8/16/2021
af17/2021
8/18/2021
8/19/2021
8/20/2021
8/23/2021
8/2a/2021
8/25/2021
8/26/2021
8/27/2021
8/30/2021
8/31/2021
| Baseline

The bulls still have the long-term trend on their side. The massive Fed pumping is also a huge plus.
The intermediate-term pullback study from a few days ago combined with the 2-week Seasonality
Calendar positivity also favor the bulls. Bears can point to the lagging NASDAQ, which |
discussed in detail last week. Additionally, breadth has been poor, and September is the weakest
month of the year (but mostly thanks to the 2" half of September). | may be jumping the gun, but
| decided to move my intermediate-term bias back to “slightly bullish” from “neutral”. This
outlook could easily move back to neutral next week or the week after. For now, | will be a bit

Win% Profit Factor Avg % Che
55.15 1.356 0.083
49.49 0.919 -0.032
54.92 1.174 0.026
51.35 0.866 -0.046
52.58 1.004 -0.001
52.60 0.901 -0.040
245 1.198 0.049
52.67 0.860 -0.057
55.67 0.972 -0.012
56.40 1.352 0.082
5448 0.867 -0.067
53.45% 1.276 0.017
53.29 0.843 -0.075
52.22 0.813 -0.085
51.22 0.832 -0.079
L2.57 1.211 0.058
L6.06 1.399 0.112
05.09 1.300 0.088
Lb.75% 1.372 0.104
06.52 1.252 0.073
L1.62 1.022 0.004
05.11 1.211 0.058
54.88 1.167 0.053

more aggressive with long trades than with short ones.
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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.

Current Open Trade Ideas

Symbol Entry Date [Entry Price |Current Price|% Gain/Loss |Stop [Notes
SPY(1/4) 8/18/2021 $439.18 $443.36 0.95% see below

I will look to take profits on the SPY position if there is an intraday rally. So | will sell @ $444.00
LIMIT. If not filled by the close, I will sell @ $442.00 LIMIT ON CLOSE. If neither are filled, I
will hold overnight and re-evaluate.

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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