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Tonight’s Research Points  
   

 

• The turn of the month setup appears strong favorable for Monday. 

• The big drop Tuesday and then consolidation the last 3 has is something that has typically 

been followed by a move higher. 

• The SPX October Seasonality Calendar appears favorable – especially in the 2nd half of the 

month. 

• 4 weeks lower when above the 40-week moving average has almost always been followed 

by a move higher over the next several weeks. 

• October tends to have big swings. 

• The SOMA saw a big drop last week and likely will again this week.  

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish. I like the long side. 
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The Evidence 

Friday saw mixed results. The SPX closed down 0.3%, the NASDAQ gained 0.1%, and the Russell 

2000 declined 0.5%. Breadth was weak with the NYSE Up Issues % coming in at 45% and the Up 

Volume % at 43%. NYSE total volume rose some from Thursday’s level. 

 

There were several studies that triggered on Friday that considered the fact that Monday is the 1st 

day of a new month. Turn of the month is often a bullish day. Over the years we have found that 

it tends to be more bullish under certain circumstances. These include 1) being in an uptrend, 2) 

closing low in the day’s range, 3) closing at the low end of its 2-week range, and 4) if the last day 

of the month is also the end of a week. The study below encompassed all of these. It was last 

featured in the 3/1/21 letter and has been updated. 

 

 
 

The stats and curve are very impressive. I have added this study to the active list tonight. 

 

After a decent sized drop on Tuesday, the market has bounced, but it has remained within the range 

of that one day.  This triggered a study we saw recently in the 8/23/23 letter. It looked at other 

times a “big” drop like Tuesday was followed by smaller movements. I have updated the study 

below. 
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Closing 3 times between the high and low of the bar that put us at a 20-day low means 1) the selloff 

day was probably pretty large, and 2) the market has been moving moderately higher or sideways 

since.  Results here seem to favor the bull case.  I also examined the profit curves.  The 5-day can 

be found below. 

 

 

 

The curve has been choppy.  But the continued move from lower left to upper right has been 

impressive. I decided to include this study on the Active List tonight. 

 



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

 

I also posted the October Seasonality Calendars over the weekend. Below is a look at the Calendar 

for SPX. 

 

 

 

The numbers in the 2nd half of the month are quite bullish. Recall, the Calendars only look back 

about 10 years to generate their data, so this looks a bit more bullish than you might expect if you 

took a long-term look at October seasonality.  I take a longer-term look at October, and the 

tendency for big swings to occur, in the intermediate-term outlook section. 

 

I have updated the Aggregator chart below.   

 

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 is again above zero. Positive 

readings mean net expectations are for upside over the next few days. Meanwhile the black 

Differential Line also held 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 slated to remain positive on Monday. 

This is unlikely to change. Meanwhile, the Differential Pivot will be 4320.14 on Monday. That is 

0.75% above Friday’s close. Therefore, SPX will need to close up at least 0.75% on Monday in 

order to flip from oversold to overbought vs recent expectations.  

 

So the Aggregator formation is again bullish. And there is ample room to the upside before SPX 

will turn overbought. I already have some long index exposure. I won’t look to add any more to it 

at this point. The morning won’t likely provide a great entry opportunity, since we will likely see 

the market gap higher after the government avoided a shutdown this weekend. If Monday does 

struggle, then I may consider adjusting my position on Tuesday. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 10/2– bullish 

Combo #1 Combo #2 Combo #3 Combo #4

Long SPY Long SPY Flat Long SPY  
Above is the status of the different Combination Signals from the Quantifiable Edges Market 

Timing Course – Updated and Expanded for 2023!  Signals are long-term in nature.  All 4 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.  

The Combo Systems did not change this week.  

 

It was a mixed week for the market. The SPX declined 0.7%, the NASDAQ gained 0.1%, and the 

Russell 2000 rose 0.5% this past week. Bonds continued lower. The US Aggregate Bond ETF 

(AGG) posted a loss of 1.1%. TLT, the 20-year Treasury Bond ETF, fell 3.0% and broke its lows 

from October 2022. Long-term uptrends for the SPX and NASDAQ remain in place.  

 

This past week was the 4th week in a row that the SPX declined. In the 9/28/20 letter I looked at 

other times the SPX closed down for the 4th week in a row, but still remained above its 40-week 

moving average. Updated results of that study can be found below. 

 

 
 

 

These results are suggestive of an upside edge over the next several weeks. Below I have listed all 

15 non-overlapping instances using a 10-week exit strategy. 
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The 2011 instance did not work out at all. Most everything else looks encouraging. I have added 

this study to the intermediate-term active list. 

 

Breaking the year down by week is something I have done numerous times over the years, and it 

has provided some interesting insights. The table below shows stats back to 1985. I chose 1985 as 

the start date because SPX options trading began in 1984, so 1985 is the 1st full year where there 

was an options expiration schedule. Action on and around options expiration, which occurs on the 

3rd Friday of each month, seems to generate some seasonal tendencies. So this study encompasses 

the full range of time that SPX options have been in existence. 
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You’ll note that the highlighted weeks are the October weeks. It’s amazing that all 5 potential 

weeks in October are included in either the Best 10 or the Worst 11 weeks of the year. Weeks are 

ranked based on Avg Trade (last column). 

 

Weeks following the 1st and 3rd Friday in October have been among the worst on average. I’ll also 

note that the 2 of the 3 largest “max losing trades” occurred following the 1st and 3rd Friday in 

October. They were a 12% and an 18% drop. 

 

Weeks following the 2nd, 4th, and 5th Fridays in October made up 3 of the best 10 weeks of the year 

on average. And they show some of the biggest winners as well, with 7.2%, 7.3% and 10.5% max 

gains. 

 

As I said, October can be volatile. There could easily be some strong moves up and down 

throughout the month, and traders may want to keep this in mind for position sizing, or if they are 

making volatility trades. 

 

The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be 

found below. 
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As we expected, there was another drop in the SOMA this past week. At $17.5 billion it was fairly 

large. For the current week, I expect to see another sizable decline. Below is an updated 

SOMA/SPX chart looking back to 2008. 
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The Fed is in the midst of what is now the largest ever reduction in the size of the SOMA. The 

pace of the decline is high and the Fed has given no indication that it is planning to dial back 

Quantitative Tightening (QT) anytime soon. SPX is about breakeven since QT began in early 2022. 

Looking back to 2003, the market has posted net mild losses during times that the SOMA was 

shrinking. The gains have all come during periods that the SOMA was growing. The shrinking 

SOMA remains a headwind for the market. 

 

With regards to rates, odds of additional hike at the November meeting increased modestly this 

week. Odds of an increase currently stand at about 31%. This can be seen in the screenshot below 

of the CME Fedwatch Tool:  
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The Fed remains “data dependent”. And there is plenty of time between now and November, so 

these odds will likely change quite a bit over the next several weeks. Bottom line, between hiking 

rates and QT, the Fed remains a bearish market force.  

 

While evidence remains mixed, I am feeling a bit more optimistic about the intermediate-term. 

The 4-weeks lower study shown earlier suggests the selling is reaching a point where it is normally 

exhausted. The SPX and NASDAQ remain above their long-term moving averages, so the longer-

term trends still appear up. Combined with the fact that we are in a favorable part of the Presidential 

Cycle, this has 3 of the 4 Combo Models from the Market Timing Course leaning long SPY. Still, 

there is quite a bit the bulls have to contend with. The Fed remains hawkish and that is the largest 

headwind the market is facing. We are also still in the May-October period that is susceptible to 

selling when we have already seen weakness sometime in Jan – April. But perhaps that selling is 

near over, and the October Seasonality Calendar looks strong in the 2nd half of the month. So I am 

going to change the intermediate-term outlook from neutral to bullish. I remain willing to take 

short-term trades in either direction but will be more aggressive with longs and more conservative 

with short trades. 
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Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

Open Catapult Triggers 

BA – 1/3 @ $199.95 (bought at limit) 

BA – 1/3 @ $197.71 (bought at limit) 

UNP - 1/3 @ $202.40 (bought at limit) 

New 

LLY – 1/3 @ $537.13 (buy @ limit) 

 

Broad Market Large Cap CBI – 4(BA-2, UNP, LLY) 

 

 

Additional New Trade Ideas 

A full listing of system triggers can be found at the numbered systems page each night.  I 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 @ $537.13 LIMIT. From the Catapult section above, this is 

the 1st of up to 3 possible lots of LLY. 

 

 

Current Open Trade Ideas 

Symbol Entry Date Entry Price Current Price % Gain/Loss Notes

SPY(1/4) 9/21/2023 $431.39 $427.48 -0.91% Aggregator

BA(1/3) 9/22/2023 $199.95 $191.68 -4.14% Catapult

CSCO(1/3) 9/22/2023 $53.34 $54.16 1.54% sold on open

SPY(1/4) 9/25/2023 $429.17 $427.48 -0.39% Aggregator

BA(1/3) 9/25/2023 $196.84 $191.68 -2.62% Catapult

UPS(1/3) 9/25/2023 $152.93 $156.50 2.33% sold on open

NKE(1/3) 9/26/2023 $90.00 $95.62 6.24% sell on open

NKE(1/3) 9/27/2023 $90.17 $95.62 6.04% sell on open

NKE(1/3) 9/28/2023 $89.10 $95.62 7.32% sell on open

UNP(1/3) 9/28/2023 $202.40 $203.63 0.61% Catapult

 
 

 

 

 
 
 

http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
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