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Market Overview

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

Signals Overview

Aggregator CBI Reading
Flat 2

Tonight’s Research Points

e Columbus Day is often bullish — especially when the market has been rising leading up to
it.

e Opex week in October is typically one of the strongest of the year.

o The SOMA rose again this past week as QE continues.

Short-term Outlook

The Bottom Line
The Aggregator is flat. Evidence is bullish, but the market is overbought. So reward/risk is not

great, and | am content to be sidelined.
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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
October 11, 2021 Columbus Day with momemtum bullish [1 day Bullish
October 11, 2021 Opex week in October Bullish 1-4 days Bullish 1.70% -1.20% -2.60%
October 7, 2021 SPXup &> 200. NYSEUpvol %< 40. [1-7 days Bullish 1.70% -1.20% -2.30%
Active - Long Term
October 4, 2021 21-day low Thursday. Up Friday 1-25 days Bullish
October 1, 2021 SPX dn > 1% 3rd day in last 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)
October 8, 2021 |Emp1yment Day Hot Streak |1 day Bullish

The Evidence

The market dipped on Friday. The SPX finished down 0.2%, the NASDAQ lost 0.5%, and the
Russell 2000 fell 0.8%. Breadth was negative with the NYSE Up Issues % coming in at 45% and
the Up Volume % at 44%. NYSE total volume sank some from Thursday’s level.

While the stock market is open on Monday, banks, schools, government offices, and the bond
market are closed. In past years with the bond market closed, the stock market has done quite well
on Columbus Day. Of course the most famous Columbus Day rally was in 2008 when the market
gained over 11% after having crashed the week before. In the 10/12/20 subscriber letter | showed
that positive momentum leading up to Columbus Day has generally led to a positive Columbus
Day. But there has not been a strong edge when the market stumbled heading into Columbus Day.
Columbus Day has been celebrated on the 2" Monday of October since 1971. Below is an updated
breakdown of the study. First, times like now where there was momentum heading into it.

Today is Friday before Columbus Day and SPX is up over the last week.
Buy on close. Sell Columbus Day close. $100k/trade. 1971 - present.

radeStation Performance Summary Expand ¥
All Trades

Total Met Profit £17,801.21 Profit Factor (6.13]
Gross Profit %£21,268.61 Gross Loss (53,467.40)
Total Mumber of Trades 32 Percent Profitable g ?1.88%:
Winning Trades 23  Losing Trades g
Even Trades 0

Avg. Trade Met Profit : Ratio Avg. Win:Avg. Loss 2.40
Avg. Winning Trade £924.72 Avg. Losing Trade ($385.27)

Largest Winning Trade

%£3,390.98 Largest Losing Trade

($1,248.22)
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I’ve circled some of the more impressive stats here. With 72% of trades profitable and winners
2.4x the size of losers, risk/reward has been very favorable. | also find it interesting that the size
of the average winning trade has been so large, with a 0.9% gain. That seems surprising for a day
where the bond market is closed and many traders would be taking the day off. Below is a look at
the profit curve.

Today is Friday before Columbus Day and SPX is up over the last week.
Buy on close. Sell Columbus Day close. $100k/trade. 1971 - present.
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The slope is clearly up. It certainly appears Columbus Day with upside momentum appears to
provide a solid seasonal edge.

What about times without positive momentum? Below is an equity curve showing results of that
setup.
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Today is the Friday before Columbus Day and SPX is down over the last week.
Buy on close. Sell Columbus Day close. $100kitrade. 1971 - present.
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As | mentioned above, 2008 was a huge outlier. Take away that one year and Columbus Day
showed a mild negative return when the prior week was down. Overall, it does not appear to be a
dependable edge.

It is also notable that next week is options expiration. October Opex has seen the 2" most average
gains of any week of the year, looking back to 1988. This can be seen in the chart below, which |
copied from the 9/27/21 letter a few weeks ago.
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SPX Performance in the Week that Followed the Maonth and Friday Specified.
$100k/trade. 1985 - present. Top 10 and bottom 10 results shown.

Month | Friof | swue | AL (ML AL | are | sidec At | seas | Atie | A | aca

Df Year Month F Tradesz| Trades | Trades FOLELE Trade Trade Trade Trade Ratio [FrOCFEE) TR

| 10 5| 19,048 54 15 11 4 7333 718440 388078 231348| -161359 1.44 395 1,26083
4 2| 35823.57 v 25 12 8757 573198 -358015| 215094 -151243 1.42 258 952.80
1 5| 15,765.61 17 12 5 T0.59 5/18%12| -313872| 233580 -2452.40 0.95 228 927.39
5 4| 2836673 ar 25 12 6757 7,14528| 2898350 1,87125| 153454 122 254 76667
10 4| 2700925 36 26 10 T2.22) 10438572 -5472.04 1,965.12| -2 £03.40 0.82 212 75026
1 4| 2758139 v 23 14 62.16| 4,850.00| -376516| 2,181.50| -1613.80 1.35 222 T45.44
1 4| 2535597 36 27 9 7500 7365246 6533072 1,48533| -1 66367 0.90 269 T04.33
10 2| 24 579.80 36 27 9 75.00| 728210 -910998| 1,925.74| -3,035.03 0.63 1.90 685.54
12 2| 23,199.90 36 27 9 7500 525816 696806 1,445.04| -1 768035 0.82 2456 544 44
5 5| 10,062.85 17 11 & 5471 4 787.84| -3683.73 191487 -1,83343 1.04 1.51 56194
8 5| -3,83662 16 3 ] 5000 328338 420640 1,374.80| 186062 0.74 074 -242 91
1 5 -2201.11 11 T 4 5364 171740 -4574238 95218 | -2366.80 0.40 070 -254 85
9 1 -12,480.32 v 18 19 4885 3,77872|-11033.18 1,5058.84 -2179.458 0.74 070 -337.58
10 3| -13,908.83 36 17 19 4722 | 433920 -1216791 177266 -2313.11 0.76 068 -386.36
10 1| -15,0683.54 36 20 16 55.56| 594432 -13000.90 1,903.95| -3,321.41 0.57 07z -£18.43
& 3 -1621512 v 14 23 3724 295923880 -3828.75 1,161.83 | -1£12.20 0.82 0.50 -£38.25
7 5 -10,040 45 16 T 9 4375 240480 -7153.30 1,33568 | -2154 47 0.62 048 -627 53
2 3| -23 88537 v 17 20 4595 2106.80 | -11122.37 85262 | -1524.48 0.44 038 -548.52
9 3| -26,3839.95 v 10 27 2703 T,73942| 552558 182543 -1,586.08 1.02 038 -725.41
4 5| -7,756.85 10 4 & 4000 1,24786| -65368.04 890967 | -1388926 0.42 032 -775.69

Of course, there was the big 2008 outlier that | showed in the Columbus Day study above. So let’s
look at October opex week performance with that week removed. The table below is updated from
the 10/12/20 Subscriber Letter.

Today is Friday before opex week in October.
Buy SPX on close. Sell X days later. $100k/trade. 1984 - present. (Excludes 2008)
. All: All: All: . All: Max All: Max All Avg All: Avg All: , ,
X ﬁ;:_nh:_;t Total |Winning| Lesing PrJ::lr.tanﬁle Winning Losing Winning Lesing Win/Loss Prnf’:l-llﬁctnr AT"};;;Q
DaYS Trades Trades Trades Trade Trade Trade Trade Ratio
5| 2220723 35 26 ] 7429 728210 -5109.95| 190471 -3,035.03 0.63 1.81 63449
| 4| 25604.10 35 25 10 7143 6,383.20) -4,169.79| 1,810.14| -1,854.95 0.97 2.43 76012
3 1225113 35 23 12 6571| 297632 373478 124397 -1363.35 0.91 1.75 350.03
2| 16,159.75 35 23 12 6371 546805 -1737.36| 108634 -735.51 1.48 2.83 461.71
1| 8576.82 35 24 1 8857 275379 -15921.32 630.52 -595.58 1.06 2.3 24505

Results 1-4 days out look pretty solid. 1 found the profit curve for the 4-day hold the most
compelling. It can be found below.
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Today is Friday before Opex Week in October.
Buy on close. Sell X days later. $100k/trade. 1984 - present. (Excludes 2008).
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This appears strong enough to include on the Short-Term Active List. So | have.

| 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 today’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 held below zero. 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 stayed flat at the close.

Based on the current list of active studies, expectations are set to remain positive on Monday. This
could change if compelling new bearish evidence emerges. Meanwhile, the Differential Pivot will
be slightly inverted at 4393.75 on Monday. That is 0.05% above Monday’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 up about 2.5 points in order to remain overbought. Anything other than
that and it will flip to “oversold” vs expectations as of Monday’s close.

So the Aggregator is neutral. Seasonality is positive over the next few days and we do not have
any short-term evidence suggesting a downside edge at the moment. With the inverted pivot we
could easily see the Aggregator turn bullish again on Monday. But it is not there yet. 1’d give a
slight edge to the bulls right now, but the setup does not appear strong enough to make a directional
index bet.

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




Intermediate-term Outlook (2 weeks — 2 months) — updated 10/11 — 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
there were no changes to the Combo Systems. All three remained “Flat”.

This past week saw mixed results for the major indices. The SPX rose 0.8%, the NASDAQ was
about breakeven with a 0.1% gain, and the Russell 2000 declined 0.4%. The SPX and NASDAQ
both remain above their 200-day moving averages, but both were also at multi-month lows early
in the week. So the long-term trend is not exactly clear at this point.

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
(Previons  Qctober 6, 2021 &
Posted Octaber 7, 2021 at 4:30 PM
CUTIGYN  TBILLS ~ TNOTESANDT-BONDS ~ FRNS TIPS AGENCYDEBTS MBS  CMBS
TOTAL
SECURITY TYPE (SThousands)
US Treasury Bills (T-Bills) 326,044,000.0
LS Treasury Notes and Bonds (Notes/Bonds) 4 667,088,157.3
US Treasury Floating Rate Notes (FRNs) 248795459
US Treasury Inflation-Protected Securities (TIPS)* 366,440,901.0
Federal Agency Securities* 2,347,000.0
Agency Mortgage-Backed Securities*+* 2,485,201,565.9
Agency Commercial Mortgage-Backed Securities*** 9,547,334.4
Total SOMA Holdings 7,881,548504.6
Change From Prior Week 17,668,000.3

This past week saw the SOMA rise by nearly $18 billion. This is within the expected range for the
current QE cycle and time of the month. Below is an updated SOMA/SPX chart from 2008 —
present.
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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/

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 bit longer — at least until the next Fed meeting. That should continue to benefit the
market. But the amount of stimulus will likely be dialed back some in the coming months. When
the massive liquidity support is removed that will likely make for a much more challenging market
environment. For now, the Fed is pumping at that is a positive for the SPX.

| continue to have mixed feelings about the current environment. Fed liquidity is strong, but the
end is possibly in sight. Seasonality is favorable this week, but October has a penchant for
oversized moves in both directions. The trend is not 100% clear. There are a few price-action and
volatility studies still active that favor the bulls. 1 don’t have great confidence in either direction
at this point. We will soon be approaching the bullish end-of-year period, but the Fed potentially
turning less dovish could cause trouble. 1 am again inclined to view trade opportunities with a
neutral intermediate-term bias.
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Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

TMUS - 1/3 @ $123.18 (bought @ limit)
New

TMUS - 1/3 @ $121.22 (buy @ limit)

Broad Market Large Cap CBI - 2(TMUS-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.

TMUS — Buy 1/3 Catapult position @ $121.22 LIMIT. From the Catapult section above, this
is the 2" of up to 3 possible lots for TMUS.

Current Open Trade Ideas

Symbol Entry Date |Entry Price |Current Price|% Gain/Loss |Stop |Notes
FDX(1/3) 9/20/2021 $252.11 $222.40 -11.78% sold on open
FDX(1/3) 9/29/2021 $222.40 $222.40 0.00% sold on open
FDX(1/3) 9/30/2021 $221.09 $222.40 0.59% sold on open
ADBE(1/3) 9/30/2021 $577.70 $581.30 0.62% sold on open
SPY(1/4) 9/30/2021 $433.72 $439.48 1.33% sold on open
ADBE(1/3) 10/1/2021 $575.72 $581.30 0.97% sold on open
TMUS(1/3) 10/8/2021 $123.18 $121.22 -1.59% Catapult

The author of Quantifiable Edges (QE), Mr. Robert Hanna, is separately affiliated with a registered investment adviser in the States of Washington,
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