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Tonight’s Research Points

e The gap and go action on Monday suggests a possible pullback Thursday.
e Monday’s low volume suggests a possible pullback in the next few days.
e The failure of SOX to rally while NDX moved strongly higher suggests the market could

struggle over the next several days.

e Seasonality looks favorable for the bulls over the next few days.

Short-term Outlook
The Bottom Line

The Aggregator is bullish. But evidence is split and the market is not nearly as oversold as it was

the last few days. So I’m a little more neutral than | am bearish.
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The Evidence

Monday saw a decent rally for stocks. The SPX gained 1.20%, the NASDAQ rose 1.16%, and the
Russell 2000 climbed 0.63%. Breadth was strong with the NYSE Up Issues % coming in at 69%
and the Up Volume % at 69%. NYSE total volume declined for the 2" day in a row.

An interesting aspect of Monday’s action was the discrepancy between the NDX and the SOX. While
the NDX rose 1.1% on Wednesday, the SOX declined 1.3%. This is somewhat unusual action. It
brought about a study last seen in the 8/21/20 Letter, which | have updated below.

NDX rises greater than 1% while SOX closes down on the day.
Buy NDX on close. Sell X days later. $100k/trade. 2000 - present.
All: All: All: Max | All: Max | All: Av All: Av All:
X BUELT: | GE TEEL Winning | Losing BIESE Winning Losing Winningg Losing Win/Loss GIE BUELSE
DayS buctt jaces Trades | Trades RECHIADIE Trade Trade Trade Trade Ratio RECHUSCIO rade
10 -85,883.53 53 22 3 4151 18,826.33 -13,954.56 4114.04 -5690.08 0.72 0.51 -1,620.44
9 -75,385.47 53 20 33 37.74 2215489 -15780.45 456488 -5,051.00 0.90 0.55 -1,422.37
8 -76,187.42 54 18 36 33.33 30,307.45 -13,288.50 507853 -4,655.58 1.09 0.55 -1,410.88
7 -99,72213 56 15 41 26.79 31,628.02 -17,436.00 5755.32 -4,537.85 1.27 0.46 -1,780.75
6 -129,311.52 56 13 43 23.21| 23,421.19 -21,090.48| 6,049.40 -4,836.13 1.25 0.38 -2,309.13
5 -91,000.77 57 18 39 31.68 1274943 -12,790.08 402244 -4189.86 0.96 0.44 -1,5696.50
4 -51,847.48 58 24 34 4138 1132233 -12,796.24 3,046.85 -3,675.64 0.83 0.59 -893.92
3 -31,394.48 59 25 34 4237 1561569 -15779.50 344744 -3,458.25 1.00 0.73 -532.11
2 -1,166.35 61 30 31 4918 16,624.43 -9,160.50 2,783.34 -2,731.18 1.02 0.99 -19.12
1 22313 63 30 33 47.62 9,397.52 -6,256.64 223652 -2,026.43 1.10 1.00 3.54

Six days later 77% of the instances were losers and the average occurrence was a 2.3% loss. That
seems to be a fairly substantial edge. | also updated how the SPX performed while this was all

going on.
NDX rises greater than 1% while SOX closes down on the day.
Buy SPX on close. Sell X days later. $100k/trade. 2000 - present.
i i All: All: i All: Max All: Max | All: Avg All: Avg All: i )

X AFI,I' I:‘_':t A.:_I' ';ot.al Winning Losing PAIfI'.t::;I Winning Losing Winning Losing | Win/Loss P f":"I:I " A_:_I..:Ivg

Days roft rades | frades Trades ' 'O 20 Trade Trade Trade Trade Ratio rofitractor rade
10 -1 5;352.76 53 24 29 4528 977470 -3;473.02 2,600.70 -2;?1 6.20 0.96 0.79 -308.54
9 -19,041.29 53 24 29 4528 927830 -8,963.07 2,723.87 -2910.84 0.94 0.77 -3569.27
8 -30,736.04 54 26 28 4815 916545 -7,57441 220952 -3,149.41 0.70 0.65 -569.19
7 -47,775.41 56 25 31 4464 1010157 -11,391.59 1,992.84 -3,148.27 0.63 0.51 -853.13
6 -51,385.78 56 19 37 3383 8,753.07 -9,589.14 246014 -2,652.12 0.93 0.48 -917.60
5 -47,325.71 57 22 35 3860 6877.04 -7,519.22 1,777.29 -2,469.32 0.72 0.45 -830.28
4 -24,262.70 58 28 30 48.28 506810 -11,917.40 1,594.33 -2,296.80 0.69 0.65 -418.32
3 -10,827.21 59 28 31 4746  6,877.26 -9,480.90 1,605.52 -1,799.41 0.89 0.81 -183.51
2 -192.82 61 27 34 4426 584298 -641190 157842 -1,259.12 1.25 1.00 -3.16
1 7,720.78 63 32 31 50.79  5396.04 -2,692.80 1,176.16 -965.04 1.22 1.26 122.55

The pullbacks haven’t been quite as reliable or as strong as the NDX but there still appears to be a
decent downside edge. Below is an equity curve that assumes a 6-day holding period.
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NDX rises greater than 1% while SOX closes down on the day.
Buy SPX on close. Sell 6 days later. $100k/trade. 2000 - present.
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That is a fairly steady downslope. This study appears worthy of consideration.

The next study considered SPY price action on Monday, including the unfilled up-gap and the fact
that SPY is still below its 200ma. It was last seen in the 11/23/22 letter, and is updated.
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SPY gaps up between 0.5% and 1.0%. The gap never fills and it closes higher then the open.

Close < 200ma. Buy on close. Sell next day's close. $100k/trade. 1993 - present.
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Stats are moderately negative, but the curve makes the study more compelling. | have included
this study on the active list tonight.

Another potential issue with the rally on Monday is that it occurred on low volume. Inthe 11/27/18
letter | looked at strong moves up from 100-day lows, and the impact that volume had on the
follow-through potential. 1 looked at times the move came on strong volume (highest is 5 days)
versus times it did not. | have updated the results of those studies below. Let’s first look at times
(UNlike now) where the rally came on the highest volume in 5 days.

Yesterday SPX closed at a 100-day low. Today it closed up > 1%.NYSE volume was the
highest of the last 5 days. Buy SPX on close. Sell X days later. $100k/trade. 1970 - present.
) ) All: All: i All: Max All: Max | All: Avg All: Avg All: ) )
X Alll;or:_:t A.:_Ir'a-gzti:l Winning Losing Prchtl'lltanﬁle Winning Losing Winning Losing Win/Loss Proﬁ‘:‘ILIa.actor A_:_Ir.a!:’\;g
DayS Trades Trades Trade Trade Trade Trade Ratio
5 45236.55 31 22 9 7097 10,340.00 -4,585.62 313462 -2,636.12 1.19 291 1,459.24
4 44114.05 31 20 11 64.52 11930.04 -3,869.74 3,249.08 -1,897.06 1.71 311 1,423.03
3 46,102.80 32 20 12 62.50 10,868.60 -3,910.96 306526 -1,266.86 242 4.03 1,440.71
2 22686.10 34 19 15 5588 711264 -651090 242270 -1,556.35 1.56 1.97 667.24
1 18,154.53 34 21 13 61.76 9,089.88 -4,686.30 2,039.37 -1,897.87 1.07 1.74 533.96
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Results here appear to suggest an upside edge. Below is an equity curve to see how the edge has
played out over time.

Yesterday SPX closed at a 100-day low. Today it closed up > 1%.NYSE volume was the

highest of the last 5 days. Buy SPX on close. Sell 3 days later. $100k/trade. 1970 - present.
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The strong upward slope confirms the edge suggested by the numbers. But volume was not close
to a 5-day high on Monday. So here is what it looked like without the 5-day high in volume.

Yesterday SPX closed at a 100-day low. Today it closed up > 1%.NYSE volume was NOT the
highest of the last 5 days. Buy SPX on close. Sell X days later. $100k/trade. 1970 - present.

i ) All: All: i All: Max All: Max All: Avg All: Avg All: i )
X GUELTs: AR ER Winning | Losing GE 2 Winning Losing Winning Losing | Win/Loss GAE BUELTE
Profit Trades Profitable ProfitFactor Trade
Days Trades | Trades Trade Trade Trade Trade Ratio
5 -6312.40 45 22 23 4889 8,821.54 -14461.06 3,101.29 -3,240.90 0.96 0.92 -140.28
4 -34,641.08 a7 25 22 5319 7,172.80 -16,867.40 225255 -4,134.31 0.54 0.62 -737.04
3 -38,322.18 50 23 26 46.00 4,511.78 -11,265.12 1,851.51 -3,111.80 0.59 0.53 -766.44
2 -34319.21 51 25 26 49.02 7,309.60 -13,654.06 1,975.06 -3,219.07 0.61 0.59 -672.93
1 -27,245.39 51 21 30 4118  3,184.32 -11,696.04 1,197.79 -1,746.63 0.69 0.48 -534.22

The results primarily all flipped from positive to negative. A quick look at the equity curve below
also shows that also appears to have flipped.
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Yesterday SPX closed at a 100-day low. Today it closed up > 1%.NYSE volume was NOT the
highest of the last 5 days. Buy SPX on close. Sell 3 days later. $100k/trade. 1970 - present.
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This suggests a possible downside edge for the next 3 days and I have included it on Active List.

In Sunday’s letter I shared a positive seasonal study. | have copied that below.

Tuesday through the following Monday have shown very positive seasonality. This can be seen

below.
Today is the day after the 4th Friday in October.
Buy SPX on close. Sell X days later. $100k/trade. 1984 - present.
X i ) All: All: ) All: Max All: Max | All: Avg All: Avg All: i .

AFI,I' b:_:t A.:_I' ';otal Winning  Losing PAIII'.t::;I Winning Losing Winning Losing Win/Loss P f}:'I:I " A.:_I":;Vg

DayS roti rades | frades | Trades |' 'oaci€ Trade Trade Trade Trade Ratio rofit-actor race
| 5 68,662.80 39 30 9 7692 13,733.46 -2631.17| 278270 -1,64647 1.69 5.63 1,760.58
4 52500.89 39 28 11 71.79 1402011 -3,799.29 2,496.82 -1,582.73 1.58 4.02 1,346.18
3 43,077.24 39 28 11 7179 1230489 -3,802.25 200574 -1,189.41 1.69 4.29 1,104.54
2 21113.78 39 28 11 71.79 9496.89 -3,768.26) 1,325.93 -1,455.65 0.91 232 541.38
1 22732.05 39 24 15 61.54 10,716.03 -2,766.58 1,408.54 -738.20 1.91 3.05 582.87
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The stats here are very strong across the board and suggestive of an upside edge. Below is a look
at the 5-day profit curve.

Today is the day after the 4th Friday in October.
Buy SPX on close. Sell 5 days later. $100k/trade. 1984 - present.
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The curve has headed upwards for a long time. This short-term look at seasonality suggests the market
could have some wind at its back after Monday.

I 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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Even with most of tonight’s evidence leaning bearish, the green Aggregator Line held above zero.
Positive readings mean net expectations are for upside for the next few days. Meanwhile the black
Differential Line remained 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 active studies, expectations are set to remain positive on Tuesday. This could
change if more compelling bearish evidence emerges. Meanwhile, the Differential Pivot will be
4176.77 on Tuesday. That is 0.2% above Monday’s close. Therefore, SPX will need to close up
over 0.2% on Tuesday in order to flip from overbought to oversold vs recent expectations.

So the Aggregator is again bullish. But evidence is quite mixed, and Monday’s rally eliminated a

good chunk of the oversold reading. | have some long exposure already. | will look to maintain
my current index position for another day, and then re-evaluate my next move tomorrow night.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 10/30- neutral

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

TXN - 1/3 @ $146.32 (bought @ limit)

HD — 1/3 @ $280.93 (bought @ limit)

TMO - 1/3 @ $433.18 (bought @ limit)

HD — 1/3 @ $278.00 (bought @ limit)

BLK —1/3 @ $598.08 (buy @ limit) — not filled - cancel for now
HD — 1/3 @ $276.46 (buy @ limit) - not filled - cancel for now

Broad Market Large Cap CBI — 6(TXN, HD-3, TMO, BLK)

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

Symbol Entry Date Entry Price| Current Price|] % Gain/Loss|Notes
SPY(1/4) 10/20/2023 $421.19 $415.59 -1.33%|Aggregator
TXN(1/3) | 10/24/2023 $146.32 $140.50 -3.98%|Catapult
LOW(1/3) | 10/25/2023 $185.55 $187.72 1.17%]|sell on open
LOW(1/3) | 10/26/2023 $186.09 $187.72 0.88%]|sell on open
HD(1/3) 10/26/2023 $280.27 $281.48 0.43%|Catapult
TMO(1/3) | 10/26/2023 $431.13 $434.11 0.69%|Catapult
SPY(1/4) 10/27/2023 $410.68 $415.59 1.20%| Aggregator
LOW(1/3) | 10/27/2023 $184.73 $187.72 1.62%]sell on open
HD(1/3) 10/27/2023 $278.00 $281.48 1.25%|Catapult
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http://quantifiableedges.com/subscribers/video/p/id/18
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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, Texas, Massachusetts, and Louisiana, Eastsound Capital Advisors, LLC (ECA) d.b.a. Capital Advisors 360.

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 from QE 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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