Mega-Cap Banks vs. Regional Banks (KRE)
Spread Study

130-DAY HIGH BREAKOUT MOMENTUM ANALYSIS

Analysis Date: July 14, 2026 Study Window: Oct 30, 2023 — July 14, 2026

Basket Universe: C, JPM, MS, GS, BAC, WFC vs. KRE Total Signal Triggers: 48 Clusters

I Executive Summary

On July 14, 2026, the custom financial spread basket—Ilong the mega-cap banks (Citigroup, JPMorgan Chase,
Morgan Stanley, Goldman Sachs, Bank of America, Wells Fargo) and short the SPDR S&P Regional Banking ETF
(KRE)—Dbroke out to a fresh 130-day technical high. This breakout follows strong sequential earnings reporting from
the core money-center institutions alongside relative weakness in regional bank credit dynamics.

This quantitative study evaluates the historical persistence of this specific spread breakout mechanism over a multi-
year lookback. By isolating independent breakout clusters where the basket prints a new 130-day relative high, we
measure the forward return velocity and win-rate path over the subsequent 30 trading sessions. The empirical data
strongly rejects the mean-reversion (exhaustion) hypothesis, showing instead high persistence and a powerful post-
breakout upward drift.

Key Strategic Finding: Over the next 30 trading sessions following a historical trigger, the spread shows a
strong directional bias with a 71.1% Win Rate and a median forward return profile of +2.27%. This indicates
that today's breakout acts as a reliable structural continuation signal rather than an overextended top.

Forward Returns Performance Profile

The table below shows the distribution of conditional forward cumulative returns across major session milestones
following a fresh 130-day breakout high:

Horizon Mean Return (%) Median Return (%) Win Rate (%)
T + 1 Session +0.21% +0.31% 57.8%
T + 3 Sessions +0.27% +0.14% 55.6%
T + 5 Sessions +0.70% +0.71% 64.4%
T + 10 Sessions +0.99% +1.23% 57.8%
T + 15 Sessions +1.33% +1.42% 66.7%
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Horizon Mean Return (%) Median Return (%) Win Rate (%)

T + 20 Sessions +1.37% +0.86% 55.6%
T + 25 Sessions +1.18% +1.29% 62.2%
T + 30 Sessions +1.58% +2.27% 71.1%
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| Visualizing Expected Return Tracks
The graph below illustrates the average performance trajectory over the 30-session horizon. It demonstrates a short

period of baseline stabilization (T+1 to T+3) followed by a definitive leg higher that peaks near the end of the
observation period.

Average Forward Returns Over Next 30 Sessions Following a 130-Day High Breakout
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I Spaghetti Distributions of All Triggers
Reviewing the individual tracks behind the study offers a granular view of conditional risk. While a small subset of

clusters from early 2025 resulted in sharp drawdowns, the vast majority of event occurrences are densely bound in
the positive quadrant, illustrating structural consistency.
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Spaghetti Chart: 30-Session Forward Returns Following 130-Day Highs
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I Methodology Note

The spread is defined explicitly from the daily continuous data provided in the tracking file. To ensure statistical
integrity, overlapping back-to-back alerts within the same continuation leg are grouped into independent clusters by

testing for a negative preceding signal state ($T-1 = ext{False}$). All metrics represent pure absolute alpha returns
of the spread value, assuming no scaling factors.
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