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Market Overview

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

Signals Overview

Aggregator CBI Reading
Long 5

Tonight’s Research Points

o Breadth was weak, but that could be a positive based on tonight’s study.
e The bounce over the last two days appears like it has more to go in the short-term.

Short-term Outlook

The Bottom Line
The Aggregator is long. Expectations are positive and the market is oversold. But it could easily

turn overbought on Thursday unless SPX sells off a fair amount. Still, with the employment report
due out on Friday, there may be an upside edge worth riding until at least Friday morning.

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




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
October 7, 2021 SPX up 2 days from 10-lo < 10ma 1-2 days Bullish
October 7, 2021 SPXup & > 200. NYSEUpvol %< 40. [1-7 days Bullish 1.70% -1.20% -2.30%
October 5, 2021 Yest 20-low & close 1% above. Dn 2day. [1-4 days Bullish 2.50% -0.90% -2.10%
October 5, 2021 SPX 20-Low on Monday > 200 1-4 days Bullish 1.75% -1.25% -2.90%
September 29, 2021 20-low. Biggest drop in 10. 1-7 days Bullish 2.40% -1.60% -3.40%
Active - Long Term
October 4, 2021 21-day low Thursday. Up Friday 1-25 days Bullish
October 1, 2021 SPX dn > 1% 3rd day inlast 10. > 200mal1-20-days  [Bullish
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
Dropped Tonight (expired, tgt hit, or avg ddn + 1 std dev exceeded)
September 29, 2021 |Btm 10% daily range and 40-day low |1-6 days Bullish 2.50% -1.70% -3.70%

The Evidence

Wednesday had a tough start but a strong finish. The SPX rose 0.4%, the NASDAQ gained 0.5%,
and the Russell 2000 declined 0.6%. Breadth was weak with the NYSE Up Issues % coming in at
46.2% and the Up Volume % at 39.6%. N'YSE total volume declined some from Tuesday’s level.

Weak breadth is generally regarded as a negative for the market. But we have seem some studies
recently that saw weak breadth as an “oversold” type condition suggesting a short-term upside
edge. And that is what tonight’s study suggests. With SPX closing up and the Up Volume %
coming in under 40% it triggered the study below, which has been featured a few times in recent
months. It is updated from the 8/13/21 letter.

NYSE Up Volume close == 40% while SPX closes up and = 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 2001 - present.
, All: All: All: ) All: Max All: Max All Avg All: Avg All: ) ,
X ﬁ;LDNf:t Total |Winning| Lesing Pr?:!r.t::rle Winning Losing Winning Lesing Win/Lozs Prnf?l—'".aﬂnr AT"fi:I‘;g
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
10 36 pa:] 7 g0.56| 3969323| -7891.63| 180148 -1531.40 0.93 J86( 107564
9 37 25 B 7B.38| 3,793.00| -7594.37( 1,703.16| -1567.91 1.09 3.94
i 38 31 7 61.58| 4,666.56 H5657.20( 149168 -1575.09 0.54 418
7 40 33 7 8250 5211.54| -3690.83| 131468 -134461 0.98 4.61
& 40 e ] 11 7250 501856| -349592( 141115 -1 11421 127 334
5 43 33 10 f6.74| 4787.84| -3769.15( 116429 -1415.61 0.82 2
4 43 25 14 6744 268505 -2557.50| 1,036.14| -1132.81 0.93 1.93
3 22 25 15 65.81 251382 -2547.82 B57.35 -878.39 1.08 21
2 45 30 16 63.22 266175 -2848.17 786.39 -T31.67 1.05 1.96
1 51 32 9 6275 1,79064| -1371.49 50427 -529.1 0.95 1.81

Results have been surprisingly strong over the last 20 years. Below is a look at a 7-day profit curve.
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NYSE Up Volume close <= 40% while SPX closes up and = 200ma.
Buy SPX on close. Sell 7 days later. $100kitrade. 2001 - present.
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The curve has shown strong upside persistence, including the recent instances. I’ll also note that
the setup has become more common in recent years. Wednesday was the 38th instance since the
start of 2016. Prior to 2016, there were only 11 instances in 15 years. Overall, | find these results

intriguing and have added this study to the short-term Active List.

While SPX has risen fairly strongly the last couple of days, it still did not manage to close above
its 10-day moving average. In the 8/23/21 letter | looked at other 2-day bounces from 10- day lows

that failed to exceed the 10ma. | 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.

¥ All: Net All: All AI!; Al % AI!: I.'I_Ex All: r._'Iax AI!: A_\.fg All: ﬁ_wg _AII: Al All Avg
Total |Winning| Lesing Winning Lesing Winning Lesing Win/Loss
Days T I el ] Rl It Trade Trade Trade Ratip | omoactorl  Trade
5| 33,850.44 58 61 7 6224 452200 -438511| 158824| -1670.35 04 1.55 345.50
4| 4121747 ] 63 35 6364| 452865 425502 148239 146575 1.02 1.78 416.34
3 3984732 11 ] 32 6832 3,16783 -3993.04| 1,21588| 137285 0.85 1.9 395.52
2 371091 101 64 w 6337| 384465 282204 1134597 -316.95 1.24 214 38328
1) 20,1823 101 62 39 61.39| 259942 -304452 752.56 570.258 1.12 1.78 203.15
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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.

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.

| 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 again remained above zero.
Positive readings mean net expectations are for upside over the next few days. Meanwhile the
black Differential Line also closed above zero. The positive Differential Line reading means that
SPX is oversold versus recent expectations. So expectations are positive and SPX is now 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 Thursday. Of
course this could change if compelling new bearish evidence emerges. Meanwhile, the Differential
Pivot will be inverted at 4338.93 on Thursday. That is 0.6% below Wednesday’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 at least 0.6% in order to remain “oversold” vs expectations.
Anything less than that and it will be considered “overbought™ as of Thursday’s close.

So the Aggregator is back to bullish. But the inverted pivot means it is likely to flip back to
“neutral” on Thursday. So | am hoping to take profits soon on my long SPY position. The question
is, “how quickly do I want to do that?”. Coming off an intermediate-term bottom as the market has
done the last couple of days, | am more inclined to the let market run a little. So I don’t favor
exiting before the Aggregator signal expires. And that would not be until the close on Thursday,
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assuming SPX does not close down 0.6% or more. But Friday is the Employment Report. I’ve
discussed here over the last few months that Employment Days have been on a nice hot streak over
the last few years. Holding overnight Thursday would introduce extra risk, but it could also
increase potential reward. To help evaluate whether it would be worth it, | ran the study below.

SPY closes = 200ma. Tomorrow is an Employment Day.
Buy on close. Sell next day's open. $100kitrade. 7/1/2012 - present.
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Employment Days in up trends have gapped up over 70% of the time since mid-2012. And the
winners have been as large as the losers. So | like those odds. Therefore, | will NOT look to exit
my last SPY lot on Thursday. I intend to hold it at least until Friday morning. There is a good
chance I will look to exit on Friday, but I will determine my strategy for that tomorrow night.

Intermediate-term Outlook (2 weeks — 2 months) — updated 10/4 — neutral
The intermediate-term outlook was last updated in the 10/4 Letter. It can be found in the most
recent weekly letter on the website.
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Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

FDX —1/3 @ $257.55 (bought @ limit)
FDX —1/3 @ $222.40 (bought @ limit)
ADBE - 1/3 @ $577.70 (bought @ limit)
FDX - 1/3 @ $221.09 (bought @ limit)
ADBE - 1/3 @ $575.72 (bought @ limit)

Broad Market Large Cap CBI — 5(FDX-3, ADBE-2)

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 tonight.

Current Open Trade Ideas
Symbol Entry Date [Entry Price |Current Price|% Gain/Loss |Stop [Notes

FDX(1/3) 9/20/2021 $252.11 $224.20 -11.07% Catapult
FDX(1/3) 9/29/2021 $222.40 $224.20 0.81% Catapult
FDX(1/3) 9/30/2021 $221.09 $224.20 1.41% Catapult
ADBE(1/3) 9/30/2021 $577.70 $570.31 -1.28% Catapult
SPY(1/4) 9/30/2021 $433.72 $434.90 0.27% Aggregator
SPY(174) 973072021 $429.14 $434.00 1.13% sold at Timit
ADBE(1/3) 10/1/2021 $575.72 $570.31 -0.94% Catapult

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.
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