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Signals Overview

Aggregator CBI Reading
Long 3

Tonight’s Research Points

e Very large selloffs on Fridays are often overreactions that will see a bounce in the following
days. We see this with several studies.

e VIX spikes on Fridays also often lead to a market rally in the coming days.

e The SOMA declined some this past week. The upcoming Fed meeting could mark the start
of Quantitative Tightening.

e The Seasonality Calendars are generally favorable for the next couple of weeks.

Short-term Outlook

The Bottom Line

The Aggregator is bullish. The selloff appears short-term overdone and the market is massively
oversold in the short-term. Though there is no assurance it begins on Monday, | expect to see a
bounce in the next few days.
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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
April 25, 2022 SPX down 1.5x 20-day ATR on Fri < 200[1-6 days Bullish 3.10% -1.40% -2.70%
April 25,2022 SPX drops 2.5% on Friday 1-6 days Bullish 4.20% -2.60% -5.60%
April 25, 2022 VIX up 20% on last day of week 1-8 days Bullish 2.65% -1.65% -3.60%
Active - Long Term
April 12,2022 QQQ 5 lower lows, today the largestdn [1-20 days  [Bullish 10.05% -4.40% -7.60%
April 6, 2022 3 1% down days in 10 days > 200 1-20 days _ [Bullish 4.20% -3.50% -8.50%
March 14, 2022 Fed Hawkish / QE done int term Bearish
November 1, 2021 Best 6 Months 1-6 months |[Bullish
Dropped Tonight (expired, tgt hit, or avg ddn + 1 std dev exceeded)
April 22,2022 SPY gaps up 0.75% and closes dn 1% 1 day Bearish
April 21,2022 5-high then down close. Breadth si1-3 days Bullish 1.60% -0.80% -1.80%

The Evidence

Friday the market got hammered for the 2" day in a row. The SPX closed down 2.8%, the
NASDAQ tumbled 2.55%, and the Russell 2000 also dropped 2.55%. Breadth was negative with
the NYSE Up Issues % coming in at 16.5% and the Up Volume % at 11%. NYSE total volume
rose for the 3" day in a row.

We saw a number of studies in the Quantifinder that examined large drops on Fridays. Both the
Crash of °29 and the Crash of *87 happened on Monday. The Crash of ’87 is still remembered by
some traders that are active today (though it is getting less and less each year). In 1987, there was
a strong selloff on Friday and then all hell broke loose on Monday. But since then strong Friday
selloffs have commonly been followed by bounces in the following days. Perhaps this is due to
the fact that fear of a crash causes what might otherwise be an ordinary selloff to become
exaggerated and overdone on Fridays. Or perhaps it is just that people don’t want to hold over the
weekend. Whatever the reason, the tendency to bounce has been strong. In recent years the bounce
has not always occurred on Monday. Sometimes we saw more selling on Monday before the
rebound started on Tuesday. Let’s take a look at a few examples.

This 1% study simply looks at drops of 2.5% or more on a Friday. Last seen in the 3/23/20 letter, |
have updated all the results.
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SPX closes down = 2.5% on a Friday.
Buy on close. Sell X days later. $100k/trade. 1988 - present.

All: All: All: All: Max All: Max All Avg All: Avg All:

X ﬁ;lml*:_:i Total |Winning| Lesing F‘rl::!r:t:;e Winning Losing Winning Losing Win/Lozs Prnfl:l-'":adnr AT";::I?
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
10| 63,451.91 30 23 7 7667 924160| -550712 3603.86| -2776.69 1.30 426 2115086
5| 7250488 30 22 8 7333 9,54514| -2514.00 3,83088| -1558.75 2.45 685 243018
8| 7380827 30 21 5 7000 2458400 -5073.200 430830 1384711 2.33 544 245028
T| B6,422.47 30 22 ] 7333 14703.72| -3,458.40 450875 -1586.27 2.82 797 288075
6| 82,005.39 30 23 7 7667 1383439 -5050.80| 417141 -135991.00 210 6.88| 273351
5| 59,653.99 3 23 8 7419 1048572 -3,351.64 345474 -2475.61 1.40 401 152432
4| 50,811.11 3z 22 10 68.75| 13,981.45 3,451.81| -2512.88 1.37 3.02, 1,587.85
3| 41,502.25 32 25 7 7813 7T,337.52 230572 | -2305.82 1.00 3.57) 128685
2| 38,129.54 32 23 9 71.88| 726636 233736 -1518.84 1.44 369 122488
1] 3,033.81 32 21 11 6563 332223 1,235.89| -2085.72 0.58 1.13 94 .81

31 of 32 instances (97%) closed above the entry price
at some point in the next week.

Over the next several days there has been a strong tendency for the market to bounce. Let’s first
look at the 6-day curve, the stats of which are highlighted in the table above.

SPX closes down = 2 5% on a Friday.
Buy on close. Sell 6 days later. $100k/trade. 1988 - present.
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That is a strong and steady upslope, helping to confirm the upside edge. Let’s also look at the 1-
day and 2-day curves, as they tell the story on Monday and then “Turnaround Tuesday”.

SPX closes down = 2.5% on a Friday.

Buy on close. Sell 1 day later. $100k/trade. 1988 - present.
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For a while, Monday looked great. In recent years, not so much. But here is the 2-day curve:
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SPX closes down = 2.5% on a Friday.
40000 Buy on close. Sell 2 days later. $100kitrade. 1988 - present.
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This looks great all the way through. So those times the bounce did not arrive on Monday, it almost
always did by Tuesday afternoon.

This next study was last discussed in the 2/3/20 subscriber letter. It defines a strong selloff as more
than 1.5x the recent (20-day) average true range. Results are updated.
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SPX closes down more than 1.5x yesterday's 20-day ATR. Today is Friday.

Buy on close. Sell X days later. $100k/frade. 1993 - present.

¥ All Net All: _AII:_ AI!: All % AI!: I'.'I_ax All: I'._'Ia.x AI!: A_‘.rg All: .ﬂ‘."g _AII: All All Avg
Total |Winning| Lesing Winning Losing Winning Losing Win/Loss
Days Prof | ades| Trades |Trades | | o a0l Trade Trade Trade Trade Ratip | Tontactor) Trade
10| 60,831.52 iz 30 14 63.18| 9,24150| -5049.40 -2,35858.80 1.3 2.3 1,382.53
5 §1,518.10 22 30 14 63.18| 7.50240|( -5433.80 -1,847.92 1.52 3.26( 1,353.09
4| 64,04265 22 3 13 70.45 T7949.70| -3,550.72 285524 -1367.68 1.53 3.66| 145688
7| 5542568 2z 30 14 6318 766281| 459952 27461 -192572 1.43 306| 125957
6| 59,947.95 44 33 11 7500 B8,87095| -4202.80( 243587 -1857.80 1.3 393| 135245
5 42,748.2 45 K 14 63.89| 539397 H5363.04| 224402 1891538 117 2.59 545 53
4| 34,569.6 45 3 14 68.89) 573196 552068 181130 -1762.9 1.08 2.40 768.22
3| 285730 45 28 17 6222 521585| -349235| 179873 -128155 1.40 2H 635.07
2| 17,396.74 45 28 17 6222 624515| -516350( 173 6| -1,279.35 1.09 1.80 386.59
1) 13,895.14 45 35 5 g0.00 3,32223| 407484 77597 -1559.85 0.50 1.59 308.80

S | [

42 of 45 instances (93%) closed aboﬁe the entry price
at some point in the next week.

The numbers here are all very impressive and suggest a strong bullish bias. | decided to look at the
1-day and 6-day returns once again. First, below is the profit curve for a 1-day holding period.

SPX closes down more than 1.5x yesterday's 20-day ATR. Today is Friday.

Buy on close. Sell 1 day later. $100k/trade. 1993 - present.
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The last 4 instances have bounced nicely on Monday. Prior to that there were some bumps in recent
years. But now the 6-day curve.

SPX closes down more than 1.5x yesterday's 20-day ATR. Today is Friday.

Buy on close. Sell 6 days later. $100k/trade. 1993 - present.
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Very persistent rise here from lower left to upper right. I have no complaints about this curve.

Way back in the 7/19/10 letter | also ran this study with a long-term trend filter. | updated that
below.
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SPX closes down more than 1.5x yesterday's 20-day ATR. Today is Friday. Close < 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
X ANt o vning Losing| AL | Wimng | Losing | Weming | Losimg | wiless |, AL | ALA
Da‘;"S Profit Trades| Trades |Trades Profitable Trade Trade Trade Trade Ratio ProfiFactor|  Trade
10 2454559 5 11 2 73.33 -5,045.40 -3,8298.590 0.95 281 1,643.07
9| 2325441 15 9 G 80.00 -5,483.80 -1,996.25 1.96 294 155029
& 22,010.20 15 10 5 6567 -2,6580.10 -1,865.38 1.68 336| 146735
7| 2250908 18 10 5 6667 -2,852.00 -1,534.598 1.97 393 150081
6| 30,757.80 15 13 2 B86.67 -125.28 -73.589 32.30 20998 2050.52
5 24.271.08 15 11 4 73.33 -741.30 -442.20 5.35 1472 1,818.07
4| 1958315 12 3 20.00 -1,847 64 -1,46378 1.36 546 1,305.54
3| 1772178 10 5 66 .67 -1,821.35 -978.20 2.3 462 1,181.45
2| 10,210.48 10 5 6567 5,163.50 -1,578.97 1.15 229 §30.70
1 5,369.85 15 13 2 86 .67 -3,884.00 -2,749.36 0.30 1.93 357.99

In long-term downtrends there have not been a huge number of instances, but the results have been
even stronger. Here is the 6-day curve.

SPX closes down more than 1.5x yesterday's 20-day ATR. Today is Friday. Close < 200ma.
Buy on close. Sell 6 days later. $100kitrade. 1993 - present.
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Another strong and persistent upslope.
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Rather than looking at the SPX selloff, this next study looks for sharp 1-day spike in the VIX on a
Friday. From the 3/25/19 letter, | have updated the results.

WVIX rises more than 20% on the last day of the week.
Buy SPX on close. Sell X days later. $100k/trade. 1990 - present.
) Al Al All: ) All: Max Al Max Al Avg All: Avg Al . .
x ﬁglr;:_? Total Winning | Lesing F‘r?:!r-tahle Winning Lozing Winning Lo=sing Win/Loss Prnf?l—llﬁctm ﬁ.lll_t;;;g
Days Trades Trades Trades Trade Trade Trade Trade Ratio
10| 28,.289.06 22 15 7 65.18| 5459.84| 310834 267481 169329 1.58 333 128455
9| 2369515 22 14 8 6364 4950080 -353510 257893 -1551.23 1.66 2591 1,077.05
8| 32,519.70 22 1F 5 TrZF| 588272 -2285.00| 242747| -1,749.46 1.39 472 147847
7| 2852025 22 17 5 Tr2r| 545472 357084 216389 -2053.18 1.05 353 1205047
6| 24341.39 22 16 [ T273| 546144| 382063 2096.37 -1,450.08 1.45 386 112815
5| 16,589.19 22 15 7 68.18| 321685 -513288| 180092 -143922 1.21 259 754.05
4| 17 545.54 22 16 [ 7273 41%040|( 552068 171559 -165048 1.04 277 797.57
3| 1022778 22 13 ] 5009 S5471.10( -2,89652 1685118 -1,283.03 132 1.50 454.50
2| 728578 22 14 8 6364 4041590 -5183.50 1,199659 | -1,187.48 1.01 177 33163
1 1,8674.97 22 16 ] T2.73| 439650 -£07434 B45.10 | -1,943.77 0.44 1.16 85.23
21 of 22 instances (95.5%) closed above the entry price at some point in
the next week. The lone failure triggered on 2/2/2018 (Volmageddon).

Like the other studies, Monday is a bit iffy, but looking out over the next several days, the numbers
are very impressive. Here are the 1-day and 8-day curves.

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




VIX rises more than 20% on the last day of the week.

Buy SPX on close. Sell next days close. $100k/frade. 1990 - present.
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VIX rises more than 20% on the last day of the week.
Buy SPX on close. Sell 8 days later. $100k/trade. 1990 - present.

40000

30000

20000

Equity($)

10000

Trade Number

Same story here. Overall, it appears there is a good chance of a bounce on Monday, and if it does
not happen on Monday, then the bounce will likely kick in on Tuesday.

| 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/

# TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index s -1 -] [ |[-E | S

4,600.00

*
0 1.0y

s q =
] o 01

r4,300.00

F4,250.00

F4,200.00

ﬁTI*D

QE Aggregator 10 (3,ADE.Barinterval "OEA41" "MY CLASS" True) 1.58 0.33

F1.00

o ) i
A=

r-0.50

F-1.00

T
14 21 28 Apr 4 11 18 25

With tonight’s evidence considered, the green Aggregator moved back up above zero. Positive
readings mean expectations are for upside over the next few days. Meanwhile the black
Differential Line is now very far above zero. The positive Differential Line reading means that
SPX is strongly 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. This
is not likely to change. Meanwhile, the Differential Pivot will be 4474.33 on Monday. That is a
whopping 4.7% above Friday’s close. Therefore, SPX would need to close up over 4.7% on
Monday in order to flip from oversold to overbought vs recent expectations. That almost certainly
will not happen. It is going to take at least a few days to work off this oversold condition.

So the Aggregator is back to bullish. Some timely research and some patience seem to have paid
off by keeping the index trades out of the market over the last few days. With the evidence now so
compelling and the market so oversold, reward/risk now appears strongly favorable for a long
entry. In this environment | am still inclined to take it slow, but I am willing to look to take on
some long exposure early Monday if | can get a favorable fill, and then if Monday is a strong
selling day as we saw could happen with some of the studies, then I will look to buy more at the
close in anticipation of a Turnaround Tuesday.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 4/25 — 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
all 3 combo systems remained “‘flat”.

For the 3™ week in a row, the market struggled. The SPX lost 2.75%, and the NASDAQ fell 3.8%,
but the Russell 2000 dropped 3.2%. Bonds also continued their decline. The US Aggregate Bond
ETF (AGG) lost another 1.0%, while TLT, the 20-year Treasury Bond ETF dropped 0.6%. Bonds
are in their worst bear market of all time. Long-term trend indicators are all basically pointing
lower. There were no new studies in the past few days with intermediate-term implications. But
let’s take a look at the SPX seasonality calendar for April and a preliminary for May:
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Quantifiable Edges Seasonality Calendar
SSPX S&P 500 Index

Date Win% Profit Factor Avg % Che
4/1f2022 59.17 1.497 0.135
4faf2022 56.75% 1.497 0.151
4/5/2022 55.06 1.449 0.131
4f6/2022 G041 1.532 0.151
4/7{2022 56.52 1.357 0.106
4/8/2022 G8.03 1.646 0.176
4/11f2022 52.11 1.102 0.025
4f/12{2022 G5.20 1.471 0.114
4/13f/2022 56.41 1.373 0.085
4/14/2022 G8.0% 1.493 0.090
4/18/2022 63.79 1.564 0.106
4/19/2022 62.62 1.20% 0.174
4/20f2022 56.92 1.321 0.080
4/21/2022 57.10 1.175% 0.038
4/22{2022 L8.76 1.249 0.061
4/25/2022 49.32 0.961 -0.014
4/26f2022 L3.28 1.134 0.037
4f27/2022 G2.81 1.092 0.027
4f28/2022 G4.07 1.178 0.045
4/29/2022 53.98 1.049 0.015
Baseline 54.56 1.167 0.052

Monday is actually the weakest day of the month from a Seasonality Calendar perspective, but the
rest of the week shows pretty good numbers. Here is May (preliminary).
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Quantifiable Edges Seasonality Calendar
SSPX S&P 500 Index

Date Win% Profit Factor Avg % Che
5f2/2022 57.59 1.461 0.123
&f3/2022 L2.09 1.111 0.032
5fa/2022 53.81 1.269 0.073
&/5/2022 L3.88 1.029 0.009
5f6/2022 55.65 1.172 0.053
5/9/2022 52.10 0.951 -0.019

5f10/2022 52.44 1.190 0.051
5/11/2022 5418 1.021 0.004
5/12/2022 55.60 0.987 -0.011
5/13/2022 56.70 1.375% 0.092
5/16/2022 53.49 0.916 -0.033
5/17/2022 L2.04 1.312 0.051
c/18/2022 L3.57 1.002 -0.011
5/19/2022 50.96 0.850 -0.056
&/20/2022 49.61 0.848 -0.058
5232022 K215 1.357 0.045
. /242022 L6.01 1.527 0.096
5252022 L8.07 1.737 0.133
&/26/2022 £0.32 1.823 0.152
5f27/2022 0083 1.706 0.109
&/31/2022 245 1.276 0.078
Baseline 54.56 1.161 0.050

The 1% week and the last week of the month look strong. The middle of the month is kind of a
mess. Overall, the next couple of weeks look pretty good from a seasonal standpoint before we get
into the choppy part of May.

The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be
found below.
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Daomestic Security Holdings as of

Previoss — Apri] 20, 2022

Posted April 21, 2022 ar 4:30 P\

IEDDENE veils  TNOTESANDT-BONDS  FRNS TIPS AGENCYDEBTS MBS CMBS

TOTAL
SECURITY TYPE ($Thousands)
US Treasury Bills (T-Bills) 326,044,000.0
US Treasury Notes and Bonds (Notes/Bonds) 4,946,310,461.8
US Treasury Floating Rate Notes (FRNs) 29,152,660.9
US Treasury Inflation-Protected Securities (TIPS)* 380,861,729.6
Federal Agency Securities** 2,347,000.0
Agency Mortgage-Backed Securities*+* 2,721,694,229.4
Agency Commercial Mortgage-Backed Securities*** 89931277
Total SOMA Holdings 8,415,403,209.4
Change From Prior Week -7,891,616.4

This week the SOMA declined about $8 billion. We will continue to see moves up and down in
the SOMA, but | expect it will move generally sideways until the Fed meeting in May. After that,
| expect the rolloff to begin, with the SOMA slowly starting to shrink. Below is an updated
SOMA/SPX chart from 2008 — present.
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SOMA & SPX Levels
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The largest expansion in the history of the SOMA is over. So the blue line is flattening. The Fed
will likely increase rates another 0.50% and begin Quantitative Tightening in May after its
meeting. The Fed is no longer a friend to the market, and they won’t be for as long as they are
fighting inflation and the economy appears stable. So far, the market has not done well without the
Fed on its side, and that is not unexpected.

Overall, market action remains volatile. Seasonality looks mostly favorable for the next two weeks.
There are also some studies from past weeks that lean bullish. For the bears, trend is clearly down,
the Fed is hawkish, the NASDAQ is lagging, and there is a ton of uncertainty with regards to
geopolitics and the global economy. Though I am feeling a bit more bearish, I'm keeping my bias
“neutral” for the time being. I’ll look for short-term trades in either direction but won’t be overly
aggressive in either case.
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Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

LLY — 1/3 @ $289.61 (bought @ limit)
LLY — 1/3 @ $289.61 (bought @ limit)
New

LLY — 1/3 @ $278.73 (buy @ limit)

Broad Market Large Cap CBI — 3(LLY-3)

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.

LLY — Buy 1/3 Catapult position @ $278.73 LIMIT. From the Catapult section above, this
would be the 3" and final lot of LLY.

SPY — Buy ¥ index position at $426.04 LIMIT. Based on the short-term outlook above, | will
look to start building an index position if | can get filled at Friday’s close or better.

SPY — Buy ¥ index position at $422.00 LIMIT ON CLOSE. Another close down of about 1%
would get me to take on a 2" lot heading into a potential Turnaround Tuesday.

Current Open Trade Ideas

Symbol Entry Date Entry Price| Current Price] % Gain/Loss|Notes
LLY(2/3) 4/22/2022 $289.30 $278.73 -3.65% | Catapult
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