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Signals Overview

Aggregator CBI Reading

Long 4

Tonight’s Research Points

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

Sharp drops that close poorly have often seen a reversal the next day — even when they do
not follow a short-term low.

Turn of the month is not bullish in long-term downtrends.

SPY’s unfilled gap up with a higher close followed by an unfilled gap down with a lower
close suggest further selling when below the 200ma.

We are entering the “worst 6 months” for the market. Additionally, all 4 market timing
course indicators are unfavorable, which has not been a good combination.

Both stocks and bonds are off to their worst YTD date returns through April of all time.
The SOMA declined for the 2" week in a row. This is the 1% time it has done that since
2019.
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Short-term Outlook

The Bottom Line

The Aggregator is bullish. There is plenty of evidence suggesting a bounce in the next few days
and the market is strongly oversold. I believe a bounce is coming, but I’ll try not to stick around
long once it arrives.

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
May 2, 2022 Unfilled up then unfilled down < 200 1-2 days Bearish
May 2, 2022 SPY dn 3% and near intraday low 1 day Bullish
May 2, 2022 SPX down 1.5x 20-day ATR on Fri < 200|1-4 days Bullish
May 2, 2022 SPX drops 2.5% on Friday 1-5 days Bullish
April 28, 2022 50-low yesterday. 5th lower low &up  |1-4 days Bullish 3.90% -2.30% -5.50%
Active - Long Term
May 2, 2022 Worst 6 Months with Jan-April selling [1-6 months |Bearish
March 14, 2022 Fed Hawkish / QE done int term Bearish
Dropped Tonight (expired, tgt hit, or avg ddn + 1 std dev exceeded)
April 25,2022 VIX up 20% on last day of week 1-8 days _ |Bullish 2.65% -1.65% -3.60%
April 29,2022 NASDAQ 3% gain afer 50-day low |1-2 days Bearish
April 6,2022 3 1% down daysin 10 days >200 |1-20 days |Bullish 4.20% -3.50% -8.50%
Aprili2,2022 QQQ 5 lower lows, today the larges|1-20 days |Bullish 10.05% -4.40% -7.60%

The Evidence

The market had a terrible day on Friday and fell to new 2022 lows. The SPX fell 3.6%, the
NASDAQ collapsed 4.2%, and the Russell 2000 tumbled 2.8%. Breadth was negative with the
NYSE Up Issues % coming in at 20% and the Up Volume % at 12%. NYSE total volume rose
quite a bit on the selloff.

This is the 2" week in a row that we saw a huge drop on Friday. Last week | showed some studies
that looked at big drops on Fridays. | have copied much of that commentary and updated the studies
below.

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.
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This 1% study simply looks at drops of 2.5% or more on a Friday. Last seen in the 4/25/22 letter, |
have updated all the results.

SPX closes down = 2.5% on a Friday.
Buy on close. Sell X days later. $100k/trade. 1988 - present,

X | Arnet | T | Losing| AE% | Wening | Losing | Wiving | Losing | Winfloss | AY | AlAvg
Days HI Trades Trades Trades FIICELE Trade Trade Trade Trade Ratio rITEELY MRS

10| 63,451.91 30 23 7 7667 5924160 -8507.12 3,603.86| -2776.69 1.30 426 211508

9| 72,904.838 30 22 8 73.33| 954514 -2814.00 3,88068| -1558.75 2.49 6.85| 243016

4| 7380827 30 21 9 T0.00 265400 507320 430630 -1847.11 233 544 245028

T 8642247 30 22 ] 7333 1470372 | -3 45840 450875 -1,596.27 2.82 707 2838075

6| 82,005.39 30 23 7 7667 | 13,834398| -5050.80 4171.41| -15991.00 2.10 688 273351

5| 56,437.44 32 23 9 71.88| 1048572 -B8351.64 3,454.74| -2 55704 1.35 345| 176367

4| 5117267 33 23 10 69.70| 13,981.45| -13,775.90 3,317.45| -2512.88 1.32 3.04| 155069

3| 359,43238 33 25 2 7576 7,23752| -7 6040504 230572 227007 1.02 37 1,196 44

2| 36,968.30 33 23 10 69.70 7,266,365 -5855.85 2,337.36| -1675.05 1.39 3.20 1,120.25

1 3,593.63 33 22 11 6667 332223 -3884.00 1,206.21| -208572 0.58 1.16 108.80

32 of 33 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 5-day curve, the stats of which are highlighted in the table above.
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SPX closes down = 2.5% on a Friday.
Buy on close. Sell 5 days later. $100k/trade. 1988 - present,
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Despite this past week not working out, 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”.
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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.
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. Of course you’ll also notice that last week we saw the opposite
occur, with the bounce arriving on Monday as it used to, and then getting wiped out on Tuesday.

This next study was also discussed last week in the 4/25/22 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 maore than 1.5x yesterday's 20-day ATR. Today is Friday.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
. All: All: All: . All: Max All: Max All Avg All: Avg All: , ,
X ﬁ;:_nh:_:t Total |Winning| Lesing Prﬁﬂr-t:ﬁle Winning Losing Winning Losing Win/Loss Prnf:l-jlﬁctur AT"f:;;g
Days Trades| Trades Trades Trade Trade Trade Trade Ratio

10 52| 44 30 14 62,18 9, -6,049.40| 3,146.22| -2396.80 1.31 2,81
9 0 22 30 14 68.13 7, -5,433.20 295957 -194792 1.52 3.26
] B85 44 31 13 7045 7 3550.72| 2,885.24| 186768 1.53 3.66
7 B8 44 30 14 88.18| 7.882.81| <500.52) 2746.18| 192572 1.43 3.06
6 7.95 24 33 11 75.00 287095 420220 243587 -1857.30 1.31 3.93
5 62 46 3 15 67.39 5,39 -5,368.04 2,244 02| -2,002.13 1.12 2.32
4 24| 48 32 14 89.57| 5731.88 552088 1,882.87| -1,782.81 1.06 242
3 19| 46 28 18 60.87| 5215.85 340236 1,798.73| 132257 1.35 2.12
2 - 45 28 18 60.87 5,24515| -5163.50 1,398.06( -133168 1.05 1.63
1 45 aF 9 20.43 332223 407484 770.13| -15559.88 0.45 2.03

6 instances (93.5%) closed above 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 5-day returns this week. 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 5 instances have now bounced nicely on Monday. Prior to that there were some bumps in
recent years. Here is the updated 5-day curve.

SPX closes down more than 1.5x yesterday's 20-day ATR. Today is Friday.
Buy on close. Sell 5 days later. $100k/trade. 1993 - present.
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Very persistent rise here from lower left to upper right. Other than this past week’s failure, | have
no complaints about this curve.

Last week | also ran this study with a long-term trend filter. | updated that below.
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SPX closes down more than 1.5% yesterday's 20-day ATR. Today is Friday. Close < 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
, All: All: All: . Al Max Al Max All: Avg All: Avg All: ) )
X ﬁ;LDh:_:t Total [Winning Losing Prj:lkﬂr-t:ale Winning Losing Winning Lesing Win/Loss Prufjr:ll—‘"-actur ﬁill'_;?;g
Daf."S Tradez| Trades | Trades Trade Trade Trade Trade Ratio

10 24, 15 11 - 73.33| 924180 504940 -3,825.90 0.95 281 184307
o 23, 15 9 6 60.00| 750240 -5483.80 -1,9496.25 1.96 2594 155029
8 22 15 10 3 6667 | 7,949.7 -2,690.10 -1,865.36 1.68 3.36| 1467.35
7| 22, 1 10 5 66.67| 788281 -2,852.00| 301340 153458 1.897 393 1,500.81
6| 30,7 15 13 2 8667 8,870.96 -125.28| 2,377.3 -73.559 32.30 20998 205052
3 A, 16 11 3 68.72| 539397 -3,216.55| 236726 -5a9r.07 237 2.2 1,115
4| 19, 16 13 3 81.25| 5731.96| -1,94764| 1,5872.00 -1463.78 1.28 554 124855
3| 157 16 10 6 6250| 521585 -201985) 226178 -1152.64 1.96 327 981.37
27 16 10 6 6250| 624515 -5163.50| 1,810.54| -156856.04 1.07 1.79 499.32
1] 5, 16 14 2 87.50| 332223 -3834.00 816.31| -2,749.38 0.30 2.08 370.60

In long-term downtrends there have not been a huge number of instances, but the results have been
even stronger. While the 5-day exit was a loser last week, the upside tendency did play out for the
1-day and 4-day timeframe. Below is the 4-day curve.

SPX closes down more than 1.5x yesterday's 20-day ATR. Today is Friday. Close < 200ma.
Buy on close. Sell 4 days later. $100k/trade. 1993 - present.
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Another strong and persistent upslope.

Some other aspects of large selloffs that have influenced the odds of a strong bounce the next day
(or several days) are 1) whether the drop occurred from a point that was already low (such as a 5-
day low close the day before, and 2) whether the market closed near the low end of its range.
(Within 1% of its intraday low is one that | have used in the past.) In the 4/2/20 letter | looked at
the combination that we saw on Friday, which was a close within 1% of the intraday low, but
without a 5-day low occurring the day before. | have updated that study below.

SPY closes down = 3% and within 1% of its intraday low. Yesterday did NOT close at a 5-day low.
Buy on close. Sell X days later. $100k/trade. 1993 - present.

X Al net | AT

5| 13,040.22 37
4| 31,926.38 38
3| 35,233.54 41
2| §,4B8262 42

1| 25,308.00 42

20
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We see here what appears to be a moderate 1-day upside edge. A profit curve using a 1-day holding

period is below.
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SPY closes down = 3% and within 1% of its intraday low. Yesterday did NOT close at a 5-day low.
Buy on close. Sell 1 day later. $100kitrade. 1993 - present.
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The chart here is quite choppy. Still, it does appear to have demonstrated an upward tendency over
longer periods. Overall this study appears worthy of 1 day of consideration.

In that 4/2/20 letter | also looked at the low close when it did follow a 5-day low. You can see
those updated results below.

SPY closes down = 3% and within 1% of its intraday low. Yesterday closed at a 5-day low.
Buy on close. Sell X days later. $100k/trade. 1993 - present.

X All Net All: .All:l AI!; All % AI!; r.'l.ax All: r.l'lax AI!: Alvg All: ﬁ.wg lAII: Al All Avg
Total [Winning| Losing Winning Losing Winning Losing Win/Loss
Da‘g"S Profit Trades| Trades |Trades Profitablz Trade Trade Trade Trade Ratio ProfitFactor|  Trade
5| 89,951.34 31 24 7 77.42| 19,393.00|-1251432| 471788 -3,32540 1.42 486| 290166
4| 6221097 33 21 12 6364 1791400 -8109.60| 444041 -2586.47 172 300 188518
3| 37,516.20 34 20 14 58.82| 14,708.85|-11,518.47| 4,010.42| -3,049.45 1.32 1.88| 1,103.42
2| 60,392.02 35 27 8 77.14| 12693.50| -9,320.67| 3,203.82| -3,263.89 0.58 331 172549
1| 53,349.39 36 25 11 69.44| 1168371 408040 295154 -13858.10 1.59 361 148183
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Quite a contrast. These numbers are much stronger. Not only is the 1-day about 2.5x better on
average, but the edge has persisted out to 5 days as well. Unfortunately, since Thursday was an up
day, the current setup is represented by the previous results, rather than these.

There was also a short-term bearish study that emerged that is worth some discussion. It looked at
the 2-day action in SPY. It was last featured in the 4/14/20 letter and has been updated.

SPY posts an unfiled gap up that closes higher then the open followed by an unfilled gap
down that closes lower than the open. Both gaps are = 0.25%. Close < 200ma.
Buy on close. Sell X days later. $100k/trade. 2003 - present.

X All Net All: .AII:. AI!: All % AI!: r.'Ilax All: I..'Iax AI!; A.\.fg All: ﬁ.wg lAII: Al All Avg
Total |Winning| Lesing Winning Losing Winning Losing Win/Loss
Da}"S Profit Trades| Trades |Trades Profitablz Trade Trade Trade Trade Ratio ProfiFactor)  Trade
5|-21,983.76 21 9 12 4286 437106|-1793550| 239076 -3625.05 0.66 0.49 45.85
4| -26,916.65 21 ] 13 38.10 99375 | -12 42213 | 264765| -3,600.84 0.72 0.44 128175
3 1967267 21 11 10 5238 272475| 919926 116715 -3.251.13 0.358 0.39 -838.79
2| -19,071.71 21 10 11 4762 200025 -9315.90 T34.096| -2447.30 0.32 0.29 -908.18
1 534.85 21 10 11 4762 538720| 544445 152543| -1338.13 1.14 1.04 25.47

Potential downside here appears to be sizable. Possibly the unfilled gap up with the higher close
saw a good number of people chase the market higher (on Thursday). The unfilled gap down
immediately after caused many of those same people to be caught on the wrong side of the market
Friday. Now those people could continue to exert selling pressure over the next few days. Below
is a profit curve assuming a 2-day holding period.
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SPY posts an unfilled gap up that closes higher then the open followed by an unfilled gap
down that closes lower than the open. Both gaps are = 0.25%. Close < 200ma.
Buy on close. Sell 2 days later. $100kitrade. 2003 - present.
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Results here appear strong enough to merit some consideration.

The 1% trading of the month often carries an upside edge. But that has really only been the case
when the SPX is above its 200ma. And SPX is well below that line right now. In the 12/3/18 letter
| showed Day-1 results when SPX was in a long-term downtrend like now. | have updated that
chart below.
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It is the last trading day of the month. SPX closes below its 200ma.

Buy on close. Sell X days later. $100k/trade. 1987 - present.
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This does not suggest any edge to me. We can’t look to 1% of the month to help us out this month.

Keeping in the seasonality theme, the QE Seasonality Calendars for May have officially been
posted. Below is a look at the one for SPX.
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Quantifiable Edges Seasonality Calendar
SSPY SEP 500 Index

Date Win% Profit Factor Avg % Chg
5f2f2022 L7.81 1.416 0.106
cf3/2022 L2.21 1.052 0.013
5faf2022 £3.76 1.200 0.050
5/5/2022 24.20 0.994 -0.004
5/6f2022 o877 1.115% 0.033
5/9/2022 52.20 0.956 -0.017
5/10/2022 £2.34 1.177 0.048
5f11/2022 54,24 1.022 0.004
5/12/2022 55.70 0.997 -0.008
5f13f2022 56.61 1.263 0.089
5/16/2022 53.59 0.921 -0.032
5f17/2022 L2.84 1.208 0.048
5182022 £3.63 1.004 -0.011
5/19/2022 21.20 0.265 -0.051
5/20/2022 49.37 0.836 -0.062
5f23f2022 52.47 1.270 0.050
5242022 L5.70 1.489 0.086
5f25/2022 La8.07 1.728 0.121
5/26/2022 £0.42 1.844 0.157
5272022 L0.71 1.685 0.101
5/31/2022 L2.24 1.251 0.071
Baseline 54.56 1.156 0.049

Mostly choppy until we get to the few days leading up to Memorial Day near the end of the month.
Seasonality does not appear great for May. Additionally, we are moving in the “Worst 6 Months”
period, which I will discuss in some more detail in the intermediate-term section.

| 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 this weekend’s evidence considered, the green Aggregator remained above zero. Positive
readings mean expectations are for upside over the next few days. Meanwhile the black
Differential Line is still above zero. 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 stayed long at the close.

Based on the current list of active studies, expectations are set to remain positive on Monday. This
is unlikely to change. Meanwhile, the Differential Pivot will be 4223.23 on Monday. That is 2.2%
above Friday’s close. Therefore, SPX will need to close up at least 2.2% on Monday in order to
flip from oversold to overbought vs recent expectations.

So the Aggregator is bullish. Friday was a day | was looking to take profits because it appeared
likely the market would flip from oversold to overbought. But unfilled gap lower kept me from
getting a fill, and the 3.6% drop in SPX kept it oversold. | do believe we have a good chance of a
bounce here in the next few days. But | am not sure | want to get too aggressive to the long side,
with both the intermediate-term trend and my intermediate-term outlook pointing lower.
Wednesday is a Fed meeting. Weak closes before Fed meetings will often suggest a strong upside
edge for the Fed day. Of course when we are this oversold heading into the meeting, we may see
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the bounce start to occur before Wednesday. So | may look to add to my position if we see strong
additional selling on Monday or Tuesday. Otherwise, | am content to remain with my current
moderate sized long index exposure.

Intermediate-term Outlook (2 weeks — 2 months) — updated 5/2 — somewhat bearish

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 4™ week in a row, the market struggled. The SPX lost 3.3%, the NASDAQ fell 3.9%, and
the Russell 2000 dropped 3.95%. Bonds also continued their decline. The US Aggregate Bond
ETF (AGG) lost another 0.1%, while TLT, the 20-year Treasury Bond ETF dropped 0.45%. Bonds
are in their worst bear market of all time, and stocks are getting pummeled so far this year.

On Friday on Twitter (@QuantifiablEdgs) | shared some studies that showed this has been the
worst start to a year ina VERY long time...the worst ever in some cases. The studies do not include
Friday’s selloff, so I’ll give updated numbers below each one.

Years where NASDAQ closed down = 6% through April.
Forward returns shown. 1971 (inception) - 2022.

Ticker Date/Time Close Y¥TD %Chg 1-Mth % Chg 2-Mth % Chg 3-Mth% Chg Rest of Yr % Chg

SCOMP  4/30/1973 107.85 -19.35 -4.83 -6.27 0.73 -14.52
SCOMP  4/30/1984 247.44 -11.18 -5.91 -3.15 -7.17 -0.04
SCOMP  4/30/2001 2116.24 -14.34 -0.27 2.09 -4.21 -7.84
SCOMP  4/30/2002 1688.23 -13.44 -4.29 -13.23 -21.32 -20.89
SCOMP  4/29/2005 1921.65 -11.67 7.63 7.04 13.7 14.76
SCOMP  4/30/2008 2412.8 -9.03 4.55 -4.97 -3.62 -34.64

SCOMP  4/28/2022 12871.53 -17.73 na na na na

Y d ha b m ok o kR a,

Friday’s NASDAQ selloff left it down 21.16% year-to-date, which is the worst ever through April.
Past drops of 8% or more have not seen very good results the rest of the year. Next is SPX.
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Years where S&P 500 (or predecessor S&P 90) closed down = 10% through April.
Forward returns shown. 1928 - 2022.

Index Date/Time Close ¥TD %Chg 1-Mth % Chg 2-Mth % Chg 3-Mth% Chg Rest of ¥r % Chg
S&P 90 4/29/1932 5.83 -28.2 -23.33 -24.01 3.43 43.91
S&P 90 4/28/1939 10.93 -16.82 6.13 -0.64 10.16 2.29
S&P 90 4/30/1941 9.31 -12 0.75 5.8 11.6 10.42
S&P 90 4/30/1942 7.66 -11.85 6.4 8.26 11.75 12.53
S&P 500 4/30/1970 81.52 -11.45 -6.1 -10.79 -4.26 1]
S&P 500 4/28/2022 -10.04 0 0 1] ]

4287.5

B e = = e b mm

SPX closed April down 13.31%, which is the worst ever for the S&P 500. If you count the S&P
90, then it is the worst start to the year since 1939.

Bonds are no better. Going back to 1990 (as far as the database contains), we see the following
results for 20+ yr Treasuries and 7-10 yr Treasuries.

S&P US Treasury Bond 20+ Yr Total Return Index
Years that were down > 4% through April. 1990 - 2022
Index Date/Time Close ¥TD %Chg 1-Mth % Chg 2-Mth % Chg 3-Mth% Chg Rest of ¥r % Chg
SSPBDUSLT 4/29/1994  147.92 -7.69 -0.82 -1.83 1.64 0.75
SSPBDUSLT 4/30/1996  177.34 -9.09 -0.51 1.48 1.61 0.01
SSPBDUSLT 4/30/1999 242.8 -4.92 -1.75 -2.96 -3.42 -3.92
SSPBDUSLT 4/28/2006  378.76 -7.3 0.13 1.09 3.18 6.56
SSPBDUSLT 4/30/2009  507.51 -17.18 -3.69 -2.76 -2.42 0.04
SSPBDUSLT 4/30/2018 832.6 -5.55 1.94 2.64 1.21 2.49
SSPBDUSLT 4/30/2021 1035.69 -11.78 0.12 4.32 8.24 8.01
SSPBDUSLT 4/28/2022  916.57 -18.07 na na na na
JEEATLILEDiencges.com
S&P US Treasury Bond 7-10 Yr Total Return Index
Years that were down = 4% through April. 1990 - 2022
Index Date/Time Close ¥TD %Chg 1-Mth % Chg 2-Mth % Chg 3-Mth% Chg Rest of ¥r % Chg
SSPBDU10T 4/29/1994 146 -5.71 -0.07 -0.55 1.51 1.76
$SPBDU10T 4/30/19%6  171.17 -4.47 -0.5 0.94 1.15 0.68
$SPEDU10T 4/30/2009  420.24 -4.12 -2.01 -2.33 -1.71 -0.71
$SPBDU10T 4/30/2021  675.74 -4.75 0.44 1.48 3.53 3.11
$SPBDU10T 4/28{2022 620 -9.74 na na na na
WAL LILE e L EEE. S0
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Friday did not help these either. Long bonds are now down 19.06%, and intermediate-term bonds
down 10.38%, both easily the worst years in the database. So for investors it has been an extremely
difficult start to the year. There has been almost nowhere to hide. Crypto is also struggling, with
Bitcoin down over 20% so far this year. And if you are in cash, that is getting eaten up by 8%
inflation. Things will get better at some point. But if you are looking for seasonality to help, | have
more bad news...

Over the last several years I have looked at the “Worst 6 Months” and filtered it by whether the
market has suffered a pullback at any point leading up to the end of April. To define “pullback™ I
started with a clean slate every year on January 1. The close of Jan 1 was the high for the year as
of that date. Each time a new high was made | would measure the pullbacks from the highest close
to-date. Ibroke “Sell in May” down by years the SPX had a 5% pullback before May versus years
it did not. Three-quarters of the time we have seen a 5% pullback. The updated results table below
shows times where there had NOT been a pullback at some point before May (unlike this year).

SPX has not pulled back more than 5% on a close to close basis at any point
from Jan - April. 6-month performance of May - Oct shown below.

Symbol Trade Date Price  Ex. date Ex. Price % chg MAE MFE
SSPX Long 4/28/1961 65.31 10/31/1961 68.62 5.07% -1.38% 5.07%
$SPX Long 4/30/1963 69.8 10/31/1963 7401  6.03% -3.24%  7.71%
SSPX Long 4/30/1964 79.46 10/30/1964 84.86 6.80% -1.65% 7.85%
$SPX Long 4/30/1965  89.11 10/29/1965 92,42  3.71% -9.40%  4.58%
SSPX Long 4/28/1967 94.01 10/31/1967 93.3 -0.76% -7.25% 4.57%
55PX Long 4/30/1971 103.95 10/29/1971 94.23 -9.35% -10.72% 0.97%
SSPX Long 4/28/1972 107.67 10/31/1972 111.58 3.63% -3.57% 5.37%
$SPX Long 4{30/1976 101.64 10/29/1976 102.9  1.24%  -3.61%  6.97%
SSPX Long 4/30/1985 179.83 10/31/1985 183.82 5.56% -0.82% 9.03%
S5PX Long 4/28/1989 309.64 10/31/1989 340.36 9.92% -1.80%  16.41%
SSPX Long 4/28/1995 514.71 10/31/1995 581.5 12.98% -0.74%  14.76%
S5PX Long 4/28/2006 1310.61 10/31/2006 1377.94 5.14% -6.97% 6.02%
SSPX Long 4/30/2012 1397.91 10/31/2012 1412.16 1.02% -9.38% 5.48%
S5PX Long 4/30/2013 1597.57 10/31/2013 1756.54 9.95% -2.33% 11.12%
SSPX Long 4/30/2015 2085.51 10/30/2015 2079.36  -0.29% -10.43% 2.36%
S5PX Long 4/28/2017 2384.2 10/31/2017 2575.26 8.01% -1.32% 8.34%
SSPX Long 4/30/2019 2945.83 10/31/2019 3037.56 3.11% -7.37% 3.54%
S5PX Long 4/30/2021 4181.17 10/29/2021 4605.38  10.15% -2.97%  10.15%
Avg 4.55% -4.72% 7.24%

Results here are actually quite positive, with 15 winning years and only 3 losers. And only twice
did the Max Adverse Excursion (drawdown) exceed 10%, and that was just barely in both cases.
Overall, the results suggest that when there has been a strong market headed into May that the
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May-October period has been pretty good. But this year we have seen a huge pullback. Here are
results for years in which there was a 5% pullback at some point in Jan-April.

It is the last day in April. SPX has pulled
back = 5% at some point this year. Buy on
close. Sell on close the last day in October

$100k/trade. 1961 - present

All trades 43 (100,00 3g)
Avg. ProfitfLoss 3G 0.15%
Winners 26 (60,47 3%)
Avg, Profit %% 6.53%
Losers 17 (39.53 %)
Avg, Loss %% -9.62%
Max. trade %% drawdown -40.45
Profit Factor 1.04

15 of 43 years have seen a
drawdown of at least 10% and T of
them finished with a loss = 10%.

Of the 43 years where a 5% pullback has occurred, 15 of them saw the market drop more than 10%
from its April closing price during the next 6 months. And 7 of them were more than 10% lower
at the close of October. There were slightly more winning years than losing ones, but the losers
were quite a bit bigger. This suggests the market could be susceptible to some poor seasonal
influence over the May — October timeframe. Below is the full list of instances. | have highlighted
run-up (green) or drawdowns (red) exceeding 10% in the MFE and MAE columns.
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Symbol
45PX
S5PX
4spX
S5PX
45X
S5PX
45pX
S5PX
45pX
SSPX
45pX
45PX
S5PX
4spX
S5PX
45X
S5PX
45pX
S5PX
45pX
SSPX
45pX
45PX
45pX
4spX
S5PX
45X
S5PX
45pX
S5PX
45pX
SSPX
45pX
SSPX
45pX
4spX
S5PX
4spX
S5PX
45pX
S5PX
45pX
SSPX

SPX has pulled back = 5% at some point during January - April.
6 Month performance of May - October shown below.

Trade Date Price Ex. date Ex. Price % chg MAE
Long 4/30/1962 65.24 10/31/1962 56.52 -13.37% -21.29%
Long 4/29/1966 91.06 10/31/1966 80.2 -11.93% -20.62%

Long 4/30/1968 97.46 10/31/1968  103.41  6.11% -1.71%
Long 4/30/1969 103.69 10/31/1969 57.12 -6.34% -15.09%
Long 4/30/1970 81.52 10/30/1970 83.25001  2.12% -15.84%
Long 4/30/1973 106.97 10/31/1973 108.29 1.23% -6.76%
Long 4/30/1974 90.31 10/31/1974 73.9 -18.17% -32.50%
Long 4/30/1975 87.3 10/31/1975 89.04 1.99% -6.56%
Long 4/29/1977 98.44 10/31/1977 92.34  -6.20%  -8.37%
Long 4/28/1978 96.83 10/31/1973 93.15  -3.80% -5.35%
Long 4/30/1979 10176 10/31/1979  101.82  0.06% -4.20%
Long 4/30/1980  106.29 10/31/1980  127.47 19.93%  -2.62%
Long 4/30/1981 132.81 10/30/1981 121.8% -8.22% -17.03%
Long 4/30/1982  116.44 10/29/1982  133.72 14.84% -12.23%
Long 4/29/1983 164.43 10/31/1983 163.55  -0.54% -3.61%
Long 4/30/1984  160.05 10/31/1984  166.09  3.77%  -7.99%
Long 4/30/1986 235.52 10/31/1986 243.98 3.59% -3.16%
Long 4/30/1987  288.36 10/30/1987  251.79 -12.68% -24.93%
Long 4/29/1988 261.33 10/31/1988 278.97 6.75% -4.78%
Long 4/30/1930 330.8 10/31/1990 304 -8.10% -10.97%
Long 4/30/1991 375.35 10/31/1991 392.46 4.56% -2.54%
Long 4/30/1992  414.95 10/30/1992  418.68  0.90% -4.37%
Long 4/30/1993  440.19 10/29/1993  467.83  6.28%  -0.76%
Long 4/29/1934  450.91 10/31/1994  472.35  4.75%  -2.46%
Long 4/30/1996  654.17 10/31/1996  705.27  7.81%  -7.38%
Long 4/30/1997 801.34 10/31/1997 914.62 14.14% -1.26%
Long 4/30/1998 1111.77 10/30/1998 1098.67 -1.18% -16.95%
Long 4/30/1999 1335.18 10/29/1999 1362.93 2.08% -7.60%
Long 4/28/2000 1452.43 10/31/2000 14294 -1.59% -10.10%
Long 4/30/2001 1249.49 10/31/2001 1053.78 -15.18% -24.39%
Long 4/30/2002 1076.92 10/31/2002 885.7599 -17.75% -28.63%
Long 4/30/2003 916.92 10/31/2003 1050.71 14.59% -1.54%
Long 4/30/2004  1107.3 10/29/2004  1130.2  2.07% -4.21%
Long 4/29/2005 1156.85 10/31/2005 1207.01 4.34% -1.53%
Long 4/30/2007 1482.37 10/31/2007 1549.38  4.52%  -7.54%
Long 4/30/2008 1385.59 10/31/2008  968.75 -30.08% -39.39%
Long 4/30/2009 §72.81 10/30/2009 1036.19 18.72% -0.77%
Long 4/30/2010 1186.69 10/29/2010 1183.26 -0.29% -14.81%
Long 4/29/2011 1363.61 10/31/2011 1253.3  -B.09% -21.18%
Long 4/30/2014 1883.95 10/31/2014 2018.05  7.12%  -3.36%
Long 4/29/2016 2065.3 10/31/2016 2126.15 2.95% -3.56%
Long 4/30/2018 2648.05 10/31/2018 2711.74  2.41%  -2.02%
Long 4/30/2020 2912.43 10/30/2020 3269.96 12.28% -5.01%

Average 0.15% -10.16%

MFE
2.59%
0.88%
8.54%
2.94%
7.64%
5.47%
3.82%

10.63%
4.20%
11.59%
10.22%
27.84%
2.15%
20.58%
5.00%
6.00%
7.95%
17.18%
8.66%
11.78%
5.93%
2.49%
7.02%
5.92%
9.16%
22.68%
7.09%
6.36%
5.35%
5.32%
2.76%
14.93%
3.53%
7.69%
6.32%
3.94%
20.15%
1.79%
0.51%
7.18%
6.22%
11.06%
23.20%
8.57%
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Further, 1 will also note that entering the “Worst 6 Months” means that all 4 indicators from the
QE Market Timing Course are now unfavorable. This is the 1% time this has happened since |
released the course back in 2014. Let’s take a look at all past instances where this setup occurred
back to 1971.

All 4 Market Timing Course Indicators are Unfavorable.
All instances shown since 1971.

Symbol Trade Date Price Ex. date Ex. Price % chg MAE MFE

550X Long 4/30/1974  90.31 9/27/1974 64.94 -28.09% -28.97%  3.82%
S5PX Long 10/11/1974  71.14 10/18/1974 72.28  1.60% -3.29%  4.62%
550X Long 7/2/1981 128.64 10/16/1981  119.19  -7.35% -14.34%  5.08%
SSPX Long 6/11/1982 111.24 8/6/1982 103.71 -6.77% -6.77%  1.03%
S5PX Long 8/13/1982 103.85 9/24/1982  123.32 18.75% -1.40% 21.74%
SSPX Long 4301990  330.8 5/25/1990 354.58 7.19% -0.92%  8.98%
S5PX Long 9/7/1990  323.4 10/31/1990 304 -6.00%  -B8.93%  0.97%
SSPX Long 429/1994 450.91 8/12/1994 461.94  2.45% -2.46%  2.73%
S5PX Long 10/2/1998 1002.6 10/30/1998 1098.67  9.58% -7.91%  9.58%
SSPX Long 430/2001 1249.49 5/4/2001 1266.61 1.37% -0.77%  1.88%
S5PX Long 6/15/2001 1214.36 6&/29/2001 1224.38  0.83% -0.93%  2.13%
SSPX Long 7/6/2001 1190.59 7/13/2001 1215.68  2.11% -1.86%  2.41%
S5PX Long 7/20/2001 1210.85 8/3/2001 1214.35  0.29% -3.74%  1.27%
SSPX Long 8/10/2001 1190.16 10/12/2001 1091.65 -8.28% -20.62%  0.73%
S5PX Long 4/30/2002 1076.92 5/17/2002 1106.59  2.76% -2.60%  2.76%
SSPX Long 5/24/2002 1083.82 7/19/2002  847.75 -21.78% -21.78%  1.22%
S5PX Long 7/26/2002 852.84 10/11/2002  835.32 -2.05% -9.87% 13.15%
SSPX Long 7/19/2006 1259.81 9/1/2006 1311.01  4.06% -1.83%  4.06%
S5PX Long 5/8/2009 929.23 5/29/2009 919.14 -1.09% -5.41%  0.10%
SSPX Long 7/2/2010 1022.58 7/23/2010 1102.66  7.83% -0.65%  7.83%
S5PX Long 7/30/2010 1101.6 9/17/2010 1125.59  2.18% -5.62%  2.51%

Not horrible, but there are a few very sizable drops in there. Below is a look at a profit curve
showing a hypothetical portfolio that only invested when this setup was active.
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All 4 Market Timing Course Indicators are Unfavorable.
$1,000,000 starting porfolio compounded.

Portfolio Equity = 726566.9 1.05M
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Not good. The downs were big and the ups were not.

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  April 27, 2022

Posted April 28, 2022 at 4:30 P\

IEDIEN reils  TNOTESANDTEONDS  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) 4,946,310461.8
US Treasury Floating Rate Motes (FRMs) 20,152,660.9
US Treasury Inflation-Protected Securities (TIPS)* 380,861,729.6
Federal Agency Securities** 2,347,000.0
Agency Mortgage-Backed Securities*** 2,706,069,208.5
Agency Commercial Mortgage-Backed Securities*** 8,943,066.3
Total SOMA Holdings 8,399728,127.2
Change From Prior Week -15,675,082.2
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This week the SOMA declined about $16 billion. This is the 1% time since September of 2019 that
the SOMA declined two weeks in a row. The Fed may not have officially started Quantitative
Tightening (QT) yet, but the last couple of weeks seem to be giving us a small peak at life with
global concerns and a Fed that is not providing liquidity. Below is an updated SOMA/SPX chart
from 2008 — present.

SOMA & SPX Levels
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The largest expansion in the history of the SOMA is over. So the blue line has flattened and will
likely begin to head lower in a noticeable way fairly soon. There should be an announcement with
regards to QT on Wednesday. Some people anticipate it will officially begin in June, many believe
May. Based on the numbers the last couple of weeks, it appears it might already have begun to a
degree. 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.
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Overall, market action remains volatile. Other than being short-term oversold and primed for a
bounce, there is very little supporting the bull case over the intermediate-term. The trend is clearly
down with stocks and bonds off to the worst 4-month start to a year of all time. The Fed is hawkish,
the NASDAQ is lagging, seasonality looks lousy, and there is a ton of uncertainty with regards to
geopolitics and the global economy. I’m now inclined to lean bearish. From a trading perspective,
I am still willing to take short-term trades in either direction, but I’ll be more cautious with my
long entries and quicker with my long exits than if we were in a bullish environment.

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

NFLX —1/3 @ $188.54 (bought @ limit)
CHTR - 1/3 @ $461.49 (bought @ limit)
New

CHTR —1/3 @ $428.49 (buy @ limit)
AMGN - 1/3 @ $233.19 (buy @ limit)

Broad Market Large Cap CBI —4 (NFLX, CHTR-2, AMGN)

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.

CHTR — Buy 1/3 Catapult position @ $428.49 LIMIT. From the Catapult section above this
would be the 2" of up to 3 lots for CHTR.

AMGN - Buy 1/3 Catapult position @ $233.19 LIMIT. From the Catapult section above this
would be the 1% of up to 3 lots for AMGN.

SPY — Buy Y% index position @ $407.75 LIMIT ON CLOSE. Based on the short-term section
above, | will look to take on another lot of SPY if it closes down a bit more than 1% on Monday.
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Current Open Trade Ideas

Symbol Entry Date Entry Price| Current Price] % Gain/Loss|Notes
LLY(2/3) 4/22/2022 $289.30 $295.79 2.24% |sold on open
LLY(1/3) 4/25/2022 $278.73 $295.79 6.12% |sold on open
SPY(1/4) 4/25/2022 $423.67 $412.00 -2.75%| Aggregator
SPY(1/4) 4/27/2022 $416.10 $412.00 -0.99%]| Aggregator
NFLX(1/3) | 4/28/2022 $188.54 $190.36 0.97%|Catapult
CHTR(1/3) | 4/29/2022 $449.89 $428.49 -4.76%|Catapult
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