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Market Overview

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

Signals Overview

Aggregator CBI Reading
Flat 2

Tonight’s Research Points

o 2 unfilled gaps higher after a 20-day low suggests a short-term upside edge.
e When the VIX moves from 10% above the 10ma to 10% below the 10ma in less than
a week it has been typically been followed by gains.

Short-term Outlook

The Bottom Line

The Aggregator is neutral. That is basically where | am at as well. Evidence favors more gains,
but I’ll just look to get flat after two nice days of gains have put SPX in a short-term overbought
condition.
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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 24, 2021 2 unfilled up gaps from 20-day low 1-7 days Bullish 2.50% -0.90% -1.90%
September 24, 2021 VIX10%above 10mato 10%below 10m[1-8 days Bullish 2.05% -1.20% -2.50%
September 21, 2021 20 low big drop on Monday 1-5 days Bullish
September 21, 2021 Gap dn from 20-low. Close < open > 200|1-5 days Bullish
Active - Long Term
August 30, 2021 NASDAQ Leading int term Bullish
May 3, 2021 Worst 6 Months 1-6 months |[Bearish
July 9, 2020 Golden Cross int term Bullish
March 23, 2020 QFE4 int term Bullish
Dropped Tonight (expired, tgt hit, or avg ddn + 1 std dev exceeded)
September 22,2021 |20-lowthen 1% bounce, then down|1-4 days Bullish
September 22,2021 (3 20-day lows in arow >200ma 1-4 days Bullish
September 22,2021 |SPXdown 3+ days. Fed Day tomor|i-4 days Bullish
September 20,2021 |[20-day low. Biggestdrop in 10. > 2{1-7days Bullish 2.00% -1.30% -2.70%

The Evidence

Thursday was a 2" day of rallying. The SPX finished up 1.2%, the NASDAQ gained 1.0%, and
the Russell 2000 rose 1.8%. Breadth was positive with the NYSE Up Issues % coming in at 65%
and the Up Volume % at 80%. NYSE total volume declined for the 4™ day in a row.

Coming off the 20-day low close on Tuesday, 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 earlier this year
in the 5/17/21 letter. | went back and updated that study tonight.

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

X All Net Al _AII:. AI!: AlL % AI!: r.'l_ax Al r..'lax AI!: A.'.rg All: ﬁ_wg .AII: All All Avg
Profit Tetal [Winning| Loging Profitable Winning Losing Winning Losing Win/Lozs ProfitFactor]  Trade
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
10 13 10 3 7692 730323 -2443598 280353 -1317.60 1.54 514 173716
] 13 10 3 7692 788238 -293700| 257246| 137414 1.87 6.24| 1865171
g 13 10 3 76.92 §5547% -2055%80 251854 124014 2.03 6.77| 1,651.15
T 13 12 1 52.31 5,102.458 | -1440.00| 1,807.76| -14£0.00 1.26 15.06 ,557.93
6 13 10 3 7692 613008 -1,01984 | 218662 -670.59 3.26 10087 1,527.26
5 13 10 3 7692 534897 142578 1,803.70 -363.26 2.08 6.96( 118325
4 13 9 4 69.23| 5,503.41 -450.38| 1611.79 -314.55 512 1153 1,019.07
3 13 10 3 7692 41965861 -137280( 1,079.80 -973.72 1.1 3.70 605.91
2 13 9 4 69.23| 422037 -1,252.80 1,173.81| -1,180.48 0.59 224 445.41
1 13 8 5 61.54| 223047 -1,188.00 545.99 -520.34 1.82 -l 382.63
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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 X 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 ($48.30)
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
5/14/2021 Buy $416.58 0.40% $001.20
5/25/2021 Sell $418.24 ($2,700.00)

This list is impressive, and many of the instances 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.

The 2" study to discuss tonight also suggests a bullish edge for the short-term. It considers the
sharp drop in the VIX over the last couple of days after a sharp rise just prior to that. It was last
seen in the 3/11/21 subscriber letter. The results are updated.
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VIX closes more than 10% below its 10ma after closing more than 10% above it on 1 of the previous 4
days. SPX = 200ma. Buy SPX on close. Sell X days later. $100k/trade. 1992 - present.
. All: All: All: . All: Max All: Max All: Avg All: Avg All: _ _
X ﬁ;:_'uh:_:t Total |Winning| Lesing Pr};:lr.t:ale Winning Losing Winning Losing Win/Loss Prl:lf:tkl-'"ilactl:lr ’%I!I};?;;g
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
10| 35,865.20 41 27 14 6585 811580 422484 215 -1,524.86 1.41 273 399.15
9 41,340.96 4 prac] 12 70.73| 8309740 297364 1.9 3 117387 1.64 397 1,020.%1
8| 4348818 41 32 9 7805 807620 -3,17220 1,855.87( -1.211.08 153 545 118264
7 41 3 10 73.61 -2,513.62 1,7 8| -1,187.87 1.51 469 1,068.04
G 41 prac] 12 70.73 -3,271.688| 1,743.79 887.81 1.77 427 94429
5 41 28 13 6329 -2,011.20 1,659.96 -348.89 05 421 36447
4 42 30 12 71.43 -2.927 52 1,242.99| -1282.91 0.97 242 521.30
3 43 27 16 6279 3,799. -3,629.81 1,037.55 -785.75 1.30 220 355.42
2 43 28 15 65.12| 3,839.00| -5300.68 263.26 -581.30 0.83 1.64 219.81
1 8,158.37 43 25 18 586.14| 2095240 -3572.594 781.32 -531.92 1.24 1.72 189.73
90.5% of instances closed above the entry price
at some point in the next week.

The market condition that would typically accompany such VIX movement is one where you see
SPX post a strong rebound from a sharp decline during a long-term uptrend. That is a pretty good
description of the current setup. Results over the first 2-3 days are not terribly consistent, but once
you get out beyond that the bounce becomes more reliable and more powerful. Below | have
provided the profit curve assuming an 8-day holding period.

VIX closes more than 10% below its 10ma after closing more than 10% above it on 1 of the previous 4
days. SPX = 200ma. Buy SPX on close. Sell X days later. $100k/trade. 1992 - present.
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This curve struggled for some time in the middle of the chart, but it recovered nicely and has
persisted higher. | have also included this study on the Active List tonight. Lastly, | will note that
the strong bounce the last couple of days has caused a few of the studies from previous nights to
reach their typical upside, so they have been removed a little early.

| have updated the Aggregator chart below.
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With tonight’s evidence considered, the green Aggregator Line again 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 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 formation turned flat at the
close.

Based on the current list of active studies, expectations are set to remain positive on Friday. It
would take some strong bearish evidence to change this. Meanwhile, the Differential Pivot will be
4383.73 on Friday. That is a 1.5% below Thursday’s close. So for SPX to flip from overbought to
oversold versus recent expectations on Friday it would need to close down over 1.5%.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

So the Aggregator is now neutral. While evidence says the bounce should have further to go, the
fact that SPX is already overbought vs recent expectations both increases risk and reduces potential
reward. Sometimes when coming off an oversold low like this, 1 will try and get a little more
upside out of the trade. But the CBI dropped from 12 to 2 today. So that is also back to neutral.
Therefore, | will look to exit my current SPY position on Friday, and then wait for the next
favorable reward/risk setup to emerge.

Intermediate-term Outlook (2 weeks — 2 months) — updated 9/20 — somewhat bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
FDX - 1/3 @ $257.55 (bought @ limit)
NEE - 1/3 @ $81.64 (bought @ limit)

Broad Market Large Cap CBI — 2(FDX, NEE)

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.
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Current Open Trade Ideas

Symbol Entry Date [Entry Price |Current Price|% Gain/Loss |Stop [Notes
LLY(1/3) 9/10/2021 $240.00 $232.18 -3.26% sell on open
TMUS(1/3) 9/10/2021 $131.44 $130.94 -0.38% sell on open
LLY(1/3) 9/13/2021 $239.50 $232.18 -3.06% sell on open
TMUS(1/3) 9/13/2021 $130.81 $130.94 0.10% sell on open
PFE(1/3) 9/14/2021 $44.58 $44.19 -0.87% sell on open
LLY(1/3) 9/14/2021 $237.96 $232.18 -2.43% sell on open
TMUS(1/3) 9/14/2021 $130.02 $130.94 0.71% sell on open
FDX(1/3) 9/20/2021 $252.11 $228.92 -9.20% Catapult
NEE(1/3) 9/20/2021 $81.54 $81.27 -0.33% Catapult
SPY(1/4) 9/21/2021 $433.63 $443.18 2.20% see note below

I will look to exit my SPY position @ $443.18 LIMIT. If not filled within the 1% half hour of trading,
I will place a stop below the low of the 1% 30 minutes. If neither the target or stop has been hit by
the close, | will exit at the close.

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
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