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Market Overview

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

Signals Overview

Aggregator CBI Reading
Long 0

Tonight’s Research Points

e Labor Day week has done poorly when there has been a rally leading up to it.
September has been the worst month, but all of the downside can be attributed to the week
after options expiration.

e The Fed is still pumping and the market is continuing to make new highs, suggesting the
bulls are still in charge.

Short-term Outlook

The Bottom Line

The Aggregator is bullish, but it is about as weak of a signal as you’ll see. I’m not inclined to try
and take advantage unless reward/risk improves.
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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
September 7, 2021 Rally into Labor Day week 1-4 days Bearish -1.60% 1.00% 2.00%
September 3, 2021 20-high and partial reversal 1-5 days Bullish 1.60% -0.70% -1.30%
September 3, 2021 20-high and partial reversal 1-2 days Bullish
Active - Long Term
August 30, 2021 NASDAQ Leading int term Bullish
July 6, 2021 SPX 200 hi. Mc Osc < 0 12 daysinrow [1-45 days Bearish -6.50% 2.45% 4.50%
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 finished with mixed results for the indices. The SPX lost 0.03%, the NASDAQ gained
0.2%, and the Russell 2000 declined 0.5%. Breadth was negative with the NYSE Up Issues %
coming in at 41.5% and the Up Volume % at 41.6%. NYSE total volume came in light ahead of
the long weekend.

The dull action failed to generate any meaningful price-action based studies. But there is some
seasonality-based evidence to discuss. Over the last several years | have demonstrated that the
performance during the week of Labor Day has been impacted by the performance in the month
leading up to it. Interestingly, is has been somewhat of a momentum reversal week. When SPX
has rallied up to Labor Day, then it has struggled that week. And declines into Labor Day have
seen positive performance. Below is an updated look at the two scenarios.

Today is the Friday before Labor Day. SPX closes < the close 20 trading days ago.
Buy on close. Sell X days later. $100k/trade. 1969 - present.

X | ANt winning|Losng| ;A5 | Winning | Losing | Winng | Losng | winkoss |, AL | ALAYS
Days PrOft  rrades| Trades Trades| "°M20F | Trage Trade Trade Trade Ratip | onacter Trade
5 23 14 5 6087 569160 -361152| 207636 -137657 1.51 235 72521
4 23 15 & 6522| 358530 -420640| 154626 -1576.70 0.98 1.64 4560.01
3 23 14 5 60.87| 348540 -2391.84| 1068551 -818.85 1.30 2.02 328.15
2 23 14 g 60.87| 320460 -4785.56| 123217 -1,110.46 1.11 1.73 315.49
1 23 12 11 5217| 505410 -225518| 124595 -5558.50 1.25 1.36 172.52
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Today is the Friday before Labor Day. SPX closes = the close 20 trading days ago.
Buy on close. Sell X days later. $100k/trade. 1969 - present.
_ All: All: All: ) Al Max Al Max All: Avg Al Avg All: ) _
X ﬁl‘:!LuNﬂ? Total |Winning| Lesing Pr?ﬂr.t::rle Winning Losing Winning Losing Win/Loss Prufi;léﬂur ﬁ.\ll_l}ijw.;g
Da}"S Tradez| Trades | Trades Trade Trade Trade Trade Ratio
5| -14,369.46 28 8 21 2759 3.22812| -294207( 140470 -121938 1.15 0.44 -455.50
4| -13,651.33 29 10 19 34.48| 253034 -3 11311 1,244 67| -1373.58 091 0.42 -470.74
3| -11,282.98 29 12 17 41.38| 271852 -4024.28 1,130.03| -1,451.86 077 0.55 389.41
2| 320937 prac] 2 20 2759 3,05553| -2668.83 35676 -B57.17 1.43 0.57 -283.08
1 -7,057.07 prac] 13 16 4483 1,751.34| 414745 737.09| -1,039.85 0.7 0.53 243,35

The 4-day numbers are basically inverted. So the Tues-Thurs after Labor Day have not seen any
consistency without the delineator. But the trend filter reveals a striking difference. Over the last
several weeks the market has rallied nicely, so we are currently facing the 2" scenario. Below is a
look at the profit curve for the 4-day exit following the current setup.

Today is the Friday before Labor Day. SPX closes < the close 20 trading days ago.
Buy on close. Sell 4 days later. $100k/frade. 1969 - present.
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Choppy but an obvious downslope. This seems to be worth some consideration and | have added
it to the Active List tonight. Of course September as a whole has been a tough month for the
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market. | wrote about this, and the “Weakest Week”, which is the week after options expiration,
for an article that will be coming out in ProActive Advisor Magazine this week. Below is a copy
of the article:

September has a reputation for the being the worst month of the year for the stock market. And
that is deserved. Since 1960, the average September return is -0.59%. The only other month with
a negative average return is June, which was basically breakeven with an average return of -
0.01%. The best month over this timeframe has been April, which averaged a gain of 1.61%. What
most people don 't realize about September is that the struggles can all be attributed to just 1 week.
Years ago I dubbed it the “Weakest Week”, and the weakness has continued to persist. The week
| am referring to is the week following the 3" Friday in September.

Many people will note that the 3" Friday of the month is when monthly options expire. And there
are seasonal tendencies that occur around this. The week of options expiration is often bullish for
the market and the week following often sees some of those gains given back. But what is
interesting about the week after the 3" Friday in September is that the bearish bias has been in
place since well before options expiration was even an event. (S&P Index options began trading
in 1984.) The bearish tendency can be seen in the chart below, which looks back to 1960. (Data
from Norgate Data. Chart produced in Amibroker.)
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https://proactiveadvisormagazine.com/

Today is the 3rd Friday in September.
Buy SPX on close. Sell at the end of the following week. $1000/hypothetical per trade. 1960 - 2020.
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You’ll note the average return this particular week has been -0.84% since 1960. | already
mentioned the average September return over the same period was -0.59%. So all the net losses
and more are attributable to this one particular week. The downward persistency of the curve
shows that the bearish tendency has been quite consistent over the last 61 years. There was a
stretch in the late 80’s where there was a series of mild up years. Since 1990 it has been pretty
much all downhill. Below is a table showing results of buying at the close of the 3™ Friday in
September and then selling X days later from 1990 — 2020. (Date source: Tradestation)

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




Today is the 3rd Friday of the month in September.
Buy SPX on close. Sell X days later. $100k/trade. 1990 - 2020

X All- Net Al _AII:_ AI!: Al % AI!: I'.'I_ﬂx Al I'.'Iax AI!: A_vg All: ﬁfﬁrg _AII: All All Avg
Total |Winning| Loging Winning Losing Winning Lesing Win/Loss
Da‘fS il Trades Trades Trades il Trade Trade Trade Trade Ratio e ==
5| -28,84366 3 6 25 1935 7,730.42| 552555 225053 -169387 1.33 032 930 .44
4| -30,475.84 K3 i1 25 19.35| 5,439.43| -7,08850( 181860 -165562 1.10 0.26 -5983.19
3 -22,83714 K 7 24 X253 4508000 545574 1,70258| 144813 1.18 0.34 -736.68
217,837 3 9 s 2503 473641 | -5283.52 830.33| -1,170.95 075 031 -075.42
1)-10,801.01 3 a8 23 2581 387785 37911 87204 77293 1.13 0.39 -348.42

2001 & 2017 were the only years that SPX failed to close below
its entry price at some point in the next week.

The bearish tendency appears quite strong. Four and five days later the SPX has been lower over
80% of the time. I note below the table that the only instances not to post a lower close at some
point during the following week were in 2001 and 2017. The 9/11 attacks certainly made for
unusual circumstances in 2001, and 2017 did not see a decline, but it only rose 2 points, so it was
not much of a victory for the bulls.

Overall, September has been the weakest month, but the weakest week in September has been the
real market villain.

I’ll mention the “Weakest Week” influence again in a few weeks when we get near it.

| have updated the Aggregator chart below.
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With tonight’s evidence considered, the green Aggregator Line held just slightly above zero.
Positive readings mean net expectations are for upside over the next few days. Meanwhile the
black Differential Line finished an indistinguishable amount 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 turned
long at the close.

Based on the current list of active studies, expectations are set to remain positive on Monday. Of
course this could easily change if new bearish evidence emerges. Meanwhile, the Differential Pivot
will be inverted at 4533.36 on Monday. That is 0.05% below Friday’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 down about 2 points in order to remain oversold vs expectations. Anything
other than that and it will flip to overbought as of Monday’s close.

So the Aggregator formation is bullish, but the signal is about as weak as you could get. Evidence
is mixed and expectations are barely positive. Meanwhile the “oversold” reading is as small as you
can get and the Differential Pivot is inverted. This does not scream of some great upside edge to
look to play. I’m willing to take a trade in either direction, but I’d want more supporting evidence
and a more overbought/oversold reading before getting excited about a new index trade.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 9/7 — somewhat bullish

Combo #1 Combo #2 Combo #3

Flat 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
there were no changes to the Combo System signals.

The market put in a solid week. The SPX gained 0.6%, the NASDAQ climbed 1.55%, and the
Russell 2000 rallied 0.65%. The NASDAQ and SPX also posted new all-time highs. So the trend
remains up. No new studies with intermediate-term implications emerged over the last few days.

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

(Pevions  September 1, 2021 &

Posted September 2, 2020 at 4:30 FM

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

TOTAL
SECURITY TYPE (SThousands)
US Treasury Bills (T-Bills) 326,044,000.0
US Treasury Notes and Bonds (Motes/Bonds) 4505363,229.8
US Treasury Floating Rate Notes (FRNs) 248795459
US Treasury Inflation-Protected Securities (TIPS)* 357,550,828.5
Federal Agency Securities** 2,347,000.0
Agency Mortgage-Backed Securities*** 2,428 442 526.6
Agency Commercial Mortgage-Backed Securities*** 9,625,250.6
Total SOMA Holdings 7,744,252381.4
Change From Prior Week 18,406,000.0

This past week saw the SOMA rise by about $18 billion. This is a typical amount for the current
QE environment. We should see the SOMA continue to rise in the coming weeks. Below is an
updated SOMA/SPX chart from 2008 — present.
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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 amount of stimulus
will be dialed back some in the coming months. When the massive liquidity support is eventually
removed that will likely make for a much more challenging market environment. For now, the Fed
is pumping at that is big positive for the SPX.

The long-term trend, the leading NASDAQ, and the strong liquidity support from the Fed is
enough to keep me leaning bullish. Seasonality is a challenge. September and October can be
volatile. There have been indications that the Fed policy will soon be changing, and that could take
a big positive away from the bulls. So I will continue to lean bullish for the time being, but I am
prepared to come off that stance if evidence weakens.
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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
None

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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