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Market Overview

Quantifiable Edges {-day Risk/Reward Outlook , Quantifiable Edges 3-day Risk /Reward Outlook ,
Bearish Bullish - Bearish Bullsh

Signals Overview

Aggregator CBI Reading
Short 1

Tonight’s Research Points

e The low volume on such a big rally day could be a problem for the next few days.
e Multiple strong up days to a 10-day high under the 200ma are often followed by a

pullback.

Short-term Outlook

The Bottom Line
The Aggregator is short. The market is now overbought and evidence is pointing lower. | believe

there is a short-term downside edge.
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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 5, 2022 Up 1% 2 days. 10-high < 200ma 1-4 days Bearish -3.20% 1.20% 2.20%
October 5, 2022 3% rally on low volume 1-3 days Bearish -4.80% 1.40% 2.60%
October 4, 2022 1% drop to 50-low. Next day ttl reverse [1-5 days Bullish 3.70% -2.50% -5.70%
October 4, 2022 1% up from 100-low. Low volume 1-3 days Bearish -3.10% 1.80% 3.60%
Active - Long Term
September 27, 2022 CBI reaches 10+. SPX 50-low < 200 1-17 days Bullish 7.30% -4.10% -8.20%
May 2, 2022 Worst 6 Months with Jan-April selling |[1-6 months [Bearish
March 14, 2022 Fed Hawkish / QE done int term Bearish

The Evidence

Tuesday was another big rally day. In fact, the last two days combined for the best 2-day start
(+5.73%) to any month for SPX since its inception in 1957. For Tuesday, the SPX rose 3.1%. the
NASDAQ climbed 3.3%, and the Russell 2000 jumped 3.9%. Breadth was strongly positive with
the NYSE Up Issues % coming in at 86% and the Up Volume % at 96%. NYSE total volume

declined for the 2" day in a row.

Most of the evidence | am seeing suggests that the move has quickly become overdone to the
upside and a pullback is likely. Volume was underwhelming for a day that the market made such
a large move. This triggered a study | last featured in the 4/15/20 letter. It looked at big moves up
on disappointing volume. | have updated it below.

SPXrises = 3% on NYSE volume that is less than the 10-day avg and lower than yesterday.
Buy SPX on close. Sell X days later. $100k/trade. 1990 - present.
. All: All: All: . All: Max All: Max All: Avg All: Avg All: _ _
X 'C;!:_'Ur:;t Total |Winning| Lesing Prﬁﬂr.t:;l& Winning Losing Winning Losing Win/Loss Pruf’,r:\l-'"ﬁctur 'CEII.I}:;E
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
5| -52,645.52 16 6 10 3750 361216 -14461.05| 1,658.4% -7 25564 0.23 014 -3,515.34
4|-44 45575 17 3 12 2841 573440 1097163 269288 -4526352 0.56 0.23 -2815.28
3| 4526139 18 5 1 2778 345888 -1189038) 157757 -4083.40 39 015| -2514.52
2| -45631.75 19 7 12 3684 140526 -9455.49 73275 431342 017 00| -2,454.30
1] -13,781.51 18 ] 13 31.58| 207744 -3365.80 g70.26| -1,508.70 .64 0.30 T25.87

Numbers here appear quite bearish. Below is a look at the 3-day profit curve.
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SPX rises = 3% on volume that is less than the 10-day avg and lower than yesterday.
Buy SPX on close. Sell 3 days later. $100k/trade. 1990 - present.
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The last 2 instances have edged higher, but the downslope still appears to be in place. | have added
this study to the active list tonight.

This next study looks at strong multi-day moves below the 200ma. It requires 2 days of 1% gains
and a 10-day high. It was last seen in the 4/13/20 letter. All stats are updated.

SPY closes up = 1% for the 2nd day in a row. It closes at a 10-day high but < 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.

X All: Net All: Al All: Al % All: Max All: Max Al Avg All: Avg All:

L . N . S . - All: All: A

Days | POM |y WS S80S o | 0 Loshs | Won | Lomed | VRS potracer Trage
5|-39,166.16 37 15 22 40.54| 3,399.42| -7,053.11| 161222| -2879.52 0.56 0.38| -1,058.54
| 4|-53,923.00 38 10 28 2632| 247556 -7879.83| 133247 -2401.T1 0.55 0.20| -1,419.03
3|-40,085.18 33 12 76 3158 286479 -550264| 123577 -2,112.09 0.53 0.27| -1,054.87
2| -35,845.41 38 14 24 3684 250560| -5350.20| 1,05293| -2107.77 0.50 0.29 -943.30
1|-26,710.74 40 14 26 3500 2,052.00| -3,857.80 B666.52| -1,386.23 0.43 0.28 -BB7.77

The numbers here all suggest a downside edge. The equity curve is below.
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SPY closes up = 1% for the 2nd day in a row. It closes at a 10-day high but < 200ma.
Buy on close. Sell 4 days later. $100k/trade. 1993 - present.
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The strong, fairly steady downslope serves as some confirmation of the bearish edge. I will note that
the last 2 days showed returns well above 1%. Both days rose more than 2.5%. But making the criteria
stricter reduced the number of instances quite a bit. At the 2% threshold there were only 3 other
instances. Reducing to 1.5% there were 14 instances, and the results were quite similar to the original
1% filter used. So I decided to simply use the 1% filter with the larger sample size.

| mentioned that this was the best start to a month SPX has had since it became the S&P 500 in 1957.
Below are all instances of the 3%+ gain over the 1% two days of a month.
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SPX closes up > 3% in the 1st two trading days of the month. Instances listed from highest to lowest % 2- day change.
Forward SPX performance shown. 1957 (modern SPX inception) - present.

Ticker ~ Date/Time ~ % Chg -! NextDay% Chg ~ 2-Day%Chg ~ 3-Day%Chg ~ 4-Day%Chg - 5-Day%Chg ~ 6-Day%Chg ~ 7-Day%Chg ~ 8-Day %Chg| ~ 9-Day%Chg ~ 10-Day%Chg ~ 21-Day %Chg ~
$5PX 10/4/2022 0 5.73| 0 0 0 0 0 0 0 0 0 0 0
$sPX 8/2/1934  4.87 276 2.92 299 238 473 a7 a71 4.07 3.04 3.66 55
$sPX 1/5/1988. 467 0.1 0.94 -5.89 -4.31 511 -4.96 493 -2.54 -2.61 3.6 248
$sPX 4/2/2009 458 0.97 0.13 -2.26 111 266 2.92 0.5 212 371 422 8.73
$sPX 3/4/2002 426 -0.67 0.77 0.32 0.91 125 102 0.02 -0.07 1.07 1.01 246
$sPX 1/5/1987 414 0.23 125 2.02 2.59 3.22 3.08 4.14 5.27 5.59 6.3 9.44
$sPX 6/2/2000  3.89 -0.65 131 0.4 -1.06 137 212 -0.53 -0.45 0.09 -0.87 -0.54
$sPX s/a/2009  3.94 -0.38 135 0.02 2.42 0.22 0.12 -2.57 -1.56 -2.69 0.27 2.7
$sPX 9/2/2010  3.89 132 0.16 0.8 1.29 178 2.92 284 3.21 3.17 3.26 431
$sPX 4/2/2003  3.86 -0.51 -0.23 -0.11 0.3 -1.69 -1.06 143 0.49 112 -0.11 5.58
$sPX 11/a/2008  3.82 -5.27 -10.03 743 8.6 -10.62 -15.26 -9.39 1317 -15.41 -14.58 -15.96
$sPX 8/2/199  3.52 -0.34 -0.02 0.25 0.02 -0.06 05 -0.35 -0.07 -0.03 0.41 117
$sPX 12/2/2010 347 0.26 0.13 0.8 0.55 0.94 154 155 164 112 175 412
$sPX 9/2/1998  3.44 -0.83 167 3.33 1.59 -1.04 188 3.96 477 5.55 287 122
$sPX 4/2/2008  3.39 0.13 0.21 0.37 -0.15 -0.85 -0.51 -2.54 -2.87 242 -0.21 3.06
$sPX 6/4/1974  3.28 0.19 2.02 267 3.28 237 213 244 1.29 -0.11 -0.77 -6.53
$sPX 1/3/2008 327 225 158 0.15 2.09 2.09 194 254 1.06 0.66 -0.75 -6.65
$sPX 7/3/192 3.8 0.57 -0.57 011 1.26 2.2 2.73 237 2.37 051 -0.51 264
$sPX 9/3/1997 3.6 0.33 0.13 0.36 0.62 -0.85 164 -0.42 -0.87 192 163 3.51
$sPX 1/3/1975 314 0.51 0.44 -0.85 0.65 269 2.26 137 2.02 19 0.35 10.06
$sPX 9/3/1980  3.06 -0.56 -0.98 223 -1.63 -1.04 -0.36 -0.46 -0.36 049 218 1.56
$sPX 11/3/2020 3.0 2.2 4.19 4.16 5.38 5.23 6.04 4.93 6.41 7.65 7.13 8.83
$sPX 11/5/1980  3.03 184 164 141 -0.05 248 3.93 443 4.39 6.37 5.89 2.06
$spX 2/2/2021  3.02 0.1 119 158 2.33 222 218 235 2.34 278 274 151

Average © 0.0a” 0.04" -0.06" 0.4 049" 0.61" 0.60" 0.89" 102" 099" 157

Median ~ 013" 0.16” 013" 0.65" 125" 138" 1377 129" 1127 101" 2.64

% Wins ” 61% " 65%" 65% 65%" 61% " 70%" 61% " 61%" 74%" 65% 65%

Returns over the next several days do not appear very compelling. | have not included this study
on the active list tonight.

| 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 mix of studies factored in, the green Aggregator line dipped below zero. Negative
readings mean expectations are for downside over the next over the next few days. Meanwhile
the black Differential Line also fell below zero. The negative Differential Line reading means that
SPX is overbought versus recent expectations. So expectations are negative and SPX is
overbought. This is considered a bearish configuration. Bearish configurations are visible on the
chart whenever both lines close below zero. Therefore, the Aggregator formation turned short at
the close.

Based on the current list of active studies, expectations are set to remain negative on Wednesday.
This could change if compelling new bullish evidence emerges. Meanwhile, the Differential Pivot
will be 3594.15 on Wednesday. That is a whopping 5.2% below Tuesday’s close. | don’t see that
happening in 1 day. It will almost certainly take a multi-day decline or consolidation to work off
the overbought condition.

So the Aggregator is now short. Evidence is pointing lower and there is plenty of room to the
downside before SPX would become oversold. So | do think there is a downside edge. I’ll be
exiting the last of the long SPY position at the open on Wednesday. But | won’t jump into a short
trade just yet. That might be a mistake, but | tend to be more cautious when the market is making
its 15t move off a long-term low. There has certainly been some frantic short-covering the last few
days, and there is a chance that could continue a little longer before the short-term bearish
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influences take over. So | will give it another day or so and see if we get even more stretched

before attempting a short.

Intermediate-term Outlook (2 weeks — 2 months) — updated 10/3 — neutral

Catapult and Capitulative Breadth Statistics

Catapult & CBI Presentation Link

Open Catapult Triggers

CMCSA — 1/3 @ $30.26 (bought @ limit)

Broad Market Large Cap CBI — 1(CMCSA)

Additional New Trade Ideas

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] %o Gain/Loss|Notes
CHTR(1/3)| 9/22/2022 $352.03 $328.54 -6.67%|sell on open
SPY(1/4) 9/23/2022 $367.95 $377.97 2.72% [sold on close
CHTR(1/3)| 9/23/2022 $330.98 $328.54 -0.74%|sell on open
T(1/3) 9/23/2022 $16.10 $15.99 -0.68% [sold on open
SPY(1/4) 9/26/2022 $364.31 $377.97 3.75%|sell on open
CHTR(1/3)| 9/26/2022 $321.44 $328.54 2.21%]sell on open
T(1/3) 9/26/2022 $15.91 $15.99 0.50% |sold on open
T(1/3) 9/27/2022 $15.67 $15.99 2.04% [sold on open
INTC(1/3) | 9/27/2022 $26.97 $27.70 2.71%]sell on open
ADBE(1/3)| 9/27/2022 $276.96 $290.95 5.05% |sold on open
INTC(1/3) | 9/28/2022 $26.89 $27.70 3.01%]sell on open
CMCSA(1/4 10/3/2022 $29.84 $30.99 3.85% | Catapult
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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
to persons that involve either the effecting of transaction in securities, or the rendering of personalized investment advice for compensation, will
not be made without registration or exemption. Advisory clients of ECA utilizing the approaches developed by Mr. Hanna will receive the QE
newsletter at no charge. ECA is not otherwise affiliated with QE, and neither endorses nor warrants the content of this site, the QE newsletter(s),
any embedded advertisement, nor any linked resource herein.

This report has been prepared by Quantifiable Edges, LLC and is provided for information purposes only. Under no circumstances is it to be used
or considered as an offer to sell, or a solicitation of any offer to buy securities. While information contained herein is believed to be accurate at the
time of publication, we make no representation as to the accuracy or completeness of any data, studies, or opinions expressed and it should not be
relied upon as such. Robert Hanna, Quantifiable Edges, LLC or clients of Quantifiable Edges, LLC may have positions or other interests in
securities (including derivatives) directly or indirectly which are the subject of this report. This report is provided solely for the information of
Quantifiable Edges, LLC clients and prospects who are expected to make their own investment decisions without reliance upon this report. Neither
Quantifiable Edges, LLC nor any officer or employee of Quantifiable Edges, LLC accepts any liability whatsoever for any direct or consequential
loss arising from any use of this report or its contents. This report may not be reproduced, distributed or published by any recipient for any purpose
without the prior express consent of Quantifiable Edges, LLC.
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