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Market Overview

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

Signals Overview

Aggregator CBI Reading
Flat 0

Tonight’s Research Points

¢ Very mild 2-day declines from 50-day highs have typically been followed by mild rises
over the next couple of days.

e There has been a big breadth turnaround over the last 6 weeks, and that appears to be a
positive sign for the intermediate-term.

e Price momentum, as measured by Bollinger %b reached a point where we often see
further gains.

e The SOMA declined strongly once again as QT continues.
December is a strong seasonal month, especially from the 19" on.

Short-term Outlook
The Bottom Line

The Aggregator is neutral. Evidence is mixed but tilting higher. SPX is overbought. I don’t see a
sizable short-term edge. Same as last night.
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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
December 5, 2022 1-Day up 1.5% then sideways 2 days 1-5 days Bearish
December 5, 2022 Small 2-day pullback from 50-day high |1-2 days Bullish
December 1, 2022 5 low to 50 high in 1 day 1-4 days Bearish
December 1, 2022 Up 3% on highest volume in 20 days 1-5 days Bullish
December 1, 2022 End month at high of month 1-5 days Bullish
Active - Long Term
December 2, 2022 SPX 50-day %b crosses over 100 1-50 days | Bullish 4.90% -4.35% -8.80%
December 1, 2022 SPX goes from < 15% above 50 to > 90%[1-6 months [Bullish
October 31, 2022 Best 6 Months 3rd Yr. Pres Cycle 1-6 months |[Bullish
March 14, 2022 Fed Hawkish / QE done int term Bearish

The Evidence

Friday started with a big gap down following the jobs report, but the market rose throughout the
day and the indices finished mixed. The SPX dipped 0.1%, the NASDAQ lost 0.2%, and the
Russell 2000 gained 0.6%. Breadth was positive with the NYSE Up Issues % coming in at 54%
and the Up Volume % at 60%. NYSE total volume declined for the 2" day in a row.

SPX closed at a 50-day high 2 days ago, and while it has closed lower the last 2 days, the combined
2-day selloff has it only 0.21% below Wednesday’s close. Often if an uptrending market tries to
pull back, and it just cannot, then the next move will often be higher. Tonight | looked at other
instances of SPX closing down 2 days in a row from a 50-day high, but still closing less than 0.25%
below that closing high. This study was last seen in the 2/18/21 letter. Updated results can be seen
below.

After closing a a H0-day high 2 days ago, SPX closes down the last 2 days but finishes less than 0.25%

below the 50-day high close. Buy on close. Sell X days later. $100k/rade. 1961 - present.
. Al Al All: . All: Max All: Max All Avg All: Avg All: , ,
X Fg:_‘;:_:t Total |Winning| Lesing Prﬁﬂr-t::;le Winning Losing Winning Losing Win/Loss Pruf,r:\l-jlﬁctur ﬁ#lf::j\.;g
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio

5| 12,230.35 5 32 21 60.38| 4,579.74 3,618.28 91177 -506.96 1.13 1.72 230.78
4| 12,1658 55 33] 2 60.00| 371250| -3370.08) 91111 82045 1.1 167 218.43
3| 12,0829 55 38| 16 70.91| 2,141.37| 3,89232| 67492| -891.48 76 185 219.24
2| 16,597.73 55 39 16 70.91 239976 -1,107.75 62218 -479.20 1.30 3.16 301.78
1 7,991.28 55 33 22 &0.00 1,502.82 -5950.05 452.95 -316.19 43 215 145.30

The stats suggest a propensity for a rise over the next 2 days. Below is a look at the 2-day profit
curve.
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After closing a a 50-day high 2 days ago, SPX closes down the last 2 days but finishes less than 0.25%
below the 50-day high close. Buy on close. Sell 2 days later. $100k/trade. 1961 - present.
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The strong, steady upslope serves as some confirmation of the upside edge. So while a deeper
pullback could happen, this study indicates that is not likely.

But there was also some bearish evidence. The study below was from way back in the 11/23/12
letter. It looked at times that a big 1-day gain was followed by two days of sideways movement.
Stats are updated.

After rising over 1.5% in one day SPX does not close up or down more than 0.25% on either of
the next 2 days. Close = 200ma. Buy on close. Sell X days later. $100k/rade. 1960 - present.
_ All: Al All: _ All: Max Al Max Al Avg Al Avg All: _ _
X ’ﬂgtur::t Total Winning Losing Pr?ﬂrlt:gle Winning Losing Winning Lo=ing Win/Lozs Prnf?l—lla.actnr ﬁ.‘ll_k;\;;g
Days Trades| Trades [Trades Trade Trade Trade Trade Ratio
5|-30,010.45 38 14 24 36.84| 3 -5,684.80 1,364 62| -2,046 47 067 0.39 -789.75
4| -15,880.95 39 15 23 36.45 24 -5,171.04 1,125.19| -1,470.82 077 0.50 -433.10
3| 1333891 39 18] 21 46.15| 2, 423472 95805 145837 0.8 0.56| -342.02
2| -521025 39 20 19 51.28| 2, -3,132.00 21085 -1127.54 0.72 0.78 -133.80
1| 499308 39 2| 17 56.41) 1, 3967.20| 48606 -92273 0.53 0.68| -128.03

Results appear to be squarely negative. Below is an equity curve using a 5-day exit strategy.
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After rising over 1.5% in ane day SPX does not close up or down more than 0.25% on either of

the next 2 days. Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1960 - present.
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The long, persistent move lower is impressive. This study seems to be worth some consideration.
| have also added this one to 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 this weekend’s evidence considered, the green Aggregator Line remained above zero.
Positive readings mean 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 easily change if compelling new bearish evidence emerges. Meanwhile, the Differential
Pivot will be inverted at 4096.78 on Monday. That is 0.6% above Friday’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 over 0.6% on Monday in order to remain overbought vs recent
expectations. Anything other than that and it will be considered “oversold” as of Monday’s close.

So the Aggregator is neutral. There are several opposing studies and the Differential Pivot is

inverted. The means lots of conflict and no clear edge with favorable reward/risk. I am flat on my
index positions and will look to remain that way for now.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 12/5 — slightly bullish
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”.

This past week saw gains for the major indices. The SPX rallied 1.1%, the NASDAQ climbed
2.1%, and the Russell 2000 rose 1.3%. Bonds managed gains for the 4™ week in a row. The US
Aggregate Bond ETF (AGG) climbed 1.5%, and TLT, the 20-year Treasury Bond ETF jumped
4.3%. The S&P 500 moved up through its 200-day moving average on Wednesday. The NASDAQ
and Russell are getting close. There were a few studies this week that emerged with intermediate-
term implications.

The one below was from Thursday night’s letter:

I will also note that the strong breadth we have seen of late has caused the percent of S&P 500
stocks trading above their 50ma to spike above 90%.This actually occurred on Wednesday. The
% of SPX stocks above the 50ma was under 15% as recently at October 14™. Below is a study from
mid-August that looks at similar breadth turnarounds.
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The % of SPX constituents moves from <= 15% to == 90% within 50 days.
Forward SPX returns shown. 1957 - present. (21 days = approx 1 month).

Ticker Date % Chg Close 5-Day % Chg 10-Day %Chg 21-Day % Chg 42-Day % Chg 63-Day % Chg 126-Day % Chg 252-Day % Chg
$SPX  11/23/1%62 1.2 61.54 1.17 2.47 1.77 6.84 6.37 13.78 13.11
SS5PX s/af1370 0.9 82.83 -0.92 -1.11 4.85 1.88 :] 19.98 21.56
$SPX  12/29/1971 0.26 102.21 0.83 1.35 1.26 3.89 4.85 5.05 14.4
$SPX  1/27/1975  3.27 75.37 3.25 3.97 6.63 11.25 14.41 17.67 32.25
SSPX  5/23/1980 1.48 110.62 0.13 2.79 4.09 10.1 13.92 25.75 20.02
SSPX  8/26/1982 0.82 118.55 1.47 2.04 4.28 13.44 12.93 26.19 36.02
SSPX  11/22/1985 0.05 201.52 -0.53 1.35 2.79 2.44 11.05 21.45 22
SSPX 1/7/1988 084 261.07 -5.82 -6.87 -3.87 3.2 1.95 4.1 1.25
SSPX 1/18/1983 1.05 286.53 0.91 3.69 2.89 1.18 7.2 17.17 17.75
SSPX 6/9/1937 057 862.91 3.59 1.82 5.17 10.23 791 14.01 29.61
SSPX 11/5/1998 1.34  1133.68 -1.37 1.67 4.77 12 9.71 18.23 20.87
SSPX 5/5/2003 -0.38 926.55 2 -0.62 6.44 6.38 6.07 13.4 20.83
SSPX  4/17/2008 0.5 869.6 -0.39 0.91 4.61 4.73 8.14 26.1 37.711
SSPX  10/24/2011 123  1254.19 -0.07 0.55 -5.27 -0.02 5.73 10.88 12.67
SSPX  3/16/2016 0.56  2027.22 0.47 1.6 2.64 1.95 2.18 4.86 17.47
SSPX  2/15/201%  1.09 2775.6 0.74 0.62 2.05 4.5 3.02 4.07 21.43
SSPX  5/26/2020 1.23 299177 2.98 7.2 1.96 7.48 14.69 18.91 39.99
S5Px  8f12/2022 1.73  4280.15 =10l -5.2 -8.12 -16.43 -7.56 nfa n/a
Average 0.40 1.01 2.16 4,72 7.25 15.39 22.64
Median 0.61 1.48 2.84 4.62 7.56 17.17 20.87
Win % 61% 78% 83% 89% 94% 100% 100%

This last instance has been by far the worst of the bunch. Perhaps it is getting itself back on track
with the recent rally. A 2" such breadth turnaround has not happened before in such a short
amount of time. Overall, this seems to be strong evidence for the intermediate-term. | have added
the study to the intermediate-term active list.

On Wednesday night we saw this study suggest and intermediate-term edge:

One interesting study that triggered in the Quantifinder looked at the SPX closing price in relation
to its 50-day Bollinger Bands. In it | used 2 standard deviations in the Bollinger Band calculation.
I used %Db to measure where we fell. For those unaware, %b simply measures the distance between
the 2 bands. So a reading of 0 means price is right at the lower band. A reading of 100 is right at
the upper band. A reading of 50 would be right at the moving average being used — in this case
the 50ma. So a move 2 standard deviations above the 50ma would be a %b reading of 100. | last
featured this study in the 8/15/22 letter. Due to the late hour, | did not update this study tonight.
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SPX 50-day %b crosses over 100.
Buy on close. Sell X days later. $100k/trade. 1960 - present.
X Al Net All: _AII:. AI!: Al % AI!: I'-'I_a.x All: Max AI!: Af.rg All: ﬁf«vg . All: Al Al Avg
Total [Winning|Losing Winning Losing Winning Losing Win/Loss

DaYS RO Trades| Trades |Trades PR Trade Trade Trade Trade Ratio FULSREE) e
50| 195572 69 145 80 55 6207 | 13840818 -20,704.80 4 80337 430415 112 1.83 1348738
45152 ,833.59 151 28 83 53.28| 15,818.57 | -32,382.30 5,004.05| -4 553.88 1.10 1.53 10214
40| 160,553 19 157 896 &1 61.15| 17 624 67 | -27 520.40 4 40823 425388 1.03 1.61 1,025.21
35|155,532.75 166 1M 85 80.84| 1573213 | -13,817.00 3,853.70| -3,750.83 1.05 1.54 935.94
30 101,481 34 173 104 69 60.12| 11,520.74 | -10,485.00 3,23885| -3411.01 095 1.43 53660
25| 828,3594.34 1231 104 T 57.46| 1025994 -373218 252982 -3,088.592 0.55 1.25 37787
20| 6014155 154 111 a3 5722 550130 -10,20538| 261113 -2,767.40 0.54 1.26 310.01
15 52525594 214 124 S0 57.94 T,843.458 -9783.44 231074 -2600.08 0.29 1.22 24545
10| 4157453 233 145 53 60.92 8,23916| -9,133.53 167406 -2158.76 ova 1.21 176.36
5 13,270.70 251 182 125 5567 5,030.81| -5,524.55 113319 -1,320.21 0.26 1.08 45.50

Results generally appear moderately bullish. They seem to suggest that the kind of strong
momentum that would have SPX closing above its 50-day Bollinger Band favors more upside over
a possible reversal. The “% Profitable” is not terribly high, but I produced a profit curve below
to see how the edge has played out over time.

SPX 50-day %b crosses over 100.
Buy on close. Sell 50 days later. $100kitrade. 1960 - present.
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That’s a pretty steady upslope for a study without a very high “% Profitable”. Overall, I like this
study enough to add it to the intermediate-term active list.
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| also thought it would be a good idea to check out the QE December Seasonality Calendar for
SPX.

Quantifiable Edges Seasonality Calendar
SSPX S&P 500 Index

Date Win% Profit Factor Avg % Che
12/1/2022 56.39 1.420 0.100
12/2f2022 05.49 1.234 0.073
12/5/2022 52.00 1.140 0.046
12/6/2022 49.77 1.028 0.007
12/7/2022 £5.15 1.172 0.043
12/8/2022 52.71 0.919 -0.028
12/9/2022 £3.65 1.176 0.046

12/12/2022 51.90 0.926 -0.031
12132022 £1.91 1.116 0.035
12f14/2022 £1.01 1.028 0.009
12/15/2022 52.77 0.987 -0.004
12/16/2022 31.27 0.987 -0.003
12/19/2022 L6.87 1.421 0.079
12f20/2022 56.68 1.895% 0.182
12/ /2022 Li1.73 1.629 0.120
12f22/2022 57.94 1.782 0.160
12232022 L7.40 1.569 0.090
12/27/2022 50.56 1.112 0.035
12/28/2022 54.40 1.387 0.093
12/2a/2022 55.56 1.420 0.100
12/30f2022 L5.02 1.207 0.030
Baseline 54.29 1.147 0.049

December is typically viewed as a strong month for the market. You’ll hear a lot of talk about the
“Santa Claus” rally. In the next few weeks | will cover in detail the late December tendencies. Just
looking at the Seasonality Calendar, you can see that the numbers starting on the 19" are quite
strong through the end of the year. These next couple of weeks are pretty mixed though.

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

«previous - November 30, 2022 &

Fosted December I, 2022 av 4:30 PA

IEIIENl veuls  TNOTESANDTBONDS  FRNS TIPS AGENCYDEBTS MBS CMBS

TOTAL
SECURITY TYPE (SThousands)
US Treasury Bills (T-Bills) 296,059,385.2
US Treasury Notes and Bonds (Notes/Bonds) 47143871241
US Treasury Floating Rate Notes (FRNs) 27,166,210.0
S Treasury Inflation-Protected Securities (TIPS)* 377,416,407 4
Federal Agency Securities** 2,347,000.0
Agency Mortgage-Backed Securities®** 2,650,236,675.0
Agency Commercial Mortgage-Backed Securities*** 8,519,300.2
Total SOMA Holdings 8,076,132,101.9
Change From Prior Week -32,906,375.8

This week the SOMA declined by a very large $32 billion. Below is an updated SOMA/SPX chart
looking back to 2008.

SOMA & SPX Levels
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The Fed is now in the midst of what could end up as the largest ever reduction in the size of the
SOMA. The pace of the decline is high and is expected to remain high for a while. Overall, the
Fed is no friend to the market, and they won’t be for as long as they remain hawkish.

So we had a few things occur this past week that would seem to favor the bullish case. The
Bollinger %b study suggests positive momentum that could carry the rally further. The breadth
turnaround study looks to be substantially bullish. And the fact that SPX is finally back above its
200ma shows that price action has improved. Seasonality also remains positive. Concerns remain,
though. The NASDAQ has yet to retake leadership from the SPX, and that has often been
problematic. Additionally, and most concerning in my view, is the Fed. Both the QT program and
rising interest rates are putting stress on the market and the economy. So | will lean slightly bullish
for now with breadth, momentum, and seasonality all favorable. I could easily jump back to neutral
or even bearish if we see price action faltering. The slightly bullish bias means I will be a bit more
selective with short trades than with long ones.

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
None

Broad Market Large Cap CBI -0

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
None
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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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