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Market Overview

Summary of Recent Active Studies (see http://QuantifiableEdges.blogspot.com for
details)

Study Date Description Time span Bias

April 29, 2008 Narrow Range New High < 200 1-20 days Bearish
April 28, 2008 3 Up 10 High Under 200 1-3 Days Bearish
April 22, 2008 Low Vol in Short-Term Uptrend 1-10 Days Bearish
April 20, 2008 Double-Strong Breath 1-30 Days Bullish
April 20, 2008 Sharp Rise-Weak Volume 1-10 Days Bullish
April 15, 2008 WR7 Down NR7 1-15 Days Bullish
April 14, 2008 Sharp Selloff in Consolidation 20 days Bearish
April 10, 2008 Relatively High Put/Call 20 days Bullish
April 4, 2008 Trend Over Volatility (TOV) 20 days Bullish
April 1, 2008 3 Surge Days 2-6 weeks Bullish
February 1, 2008 FTD's Short-Term Implications long-term Bearish
March 24, 2008 Nasdaq Leadership Bullish 1-10 weeks Bullish
March 17, 2008 Consumer Sentiment Stretch 1-12 months  |Bullish

Short-term Outlook (1-5 days) —neutral — updated 4/29/08

The market traded in a narrow range today on light volume. The S&P did manage to
poke above the widely watched 1400 level but closed poorly. In tonight’s blog I showed
a study about how SPY has reacted under such conditions over the last 15 years. There
have only been 5 instances where the SPY has posted a 20-day high on the lowest volume
in 20 days on a narrow range bar below the 200-day moving average. The results
following were quite poor with all 5 losers 12-days out.

The index volume was not as extremely low as the SPY’s was. Therefore | decided to
run a test on the S&P 500 Index that just looked at narrow range days that posted new 20-
day highs below the 200-day moving average. Results below:
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S&P 500 posts new 20-day high on narrow range (NR4) below 200-day moving average.
Buy on close. Sell "X" days later. $100,000 per trade.
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0.876626

A decent sample size and poor statistics here indicate some possible intermediate-term
difficulty. The intermediate-term outlook may need adjusting sooner than | thought.

Last night I mentioned a pre-Fed meeting study | was doing, but had some data issues. |
worked them out today. Looking back to 1985 if you bought near the open on the day
BEFORE a scheduled Fed announcement and held to 2:10 the day OF the announcement,
you would have made money 67% of the time. That’s 120 winners out of 179 trades.
The average winner gained 0.9% and the average loser lost 0.8%. 1’ve plotted an equity
curve below so you can see how this approach has worked over time.

Equity($)

Equity Curve Detailed - $5PH.X 5 min(02/01/83 10:05 - 0:4/281/08 15:15)
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As you can see a good portion of the gains came between 1997 and 2001. There was
some fairly flat periods before and after that. Since mid-2006 it has once again provided
an upside edge.

The last few nights have produced some bearish studies. If not for the upcoming Fed
meeting 1’d be looking hard for some short trades. In our universe of stocks and ETF’s |
didn’t find anything especially compelling tonight. 1 don’t want to take on new
borderline advantageous positions before Wednesday. Therefore there are no new
“official” trade ideas tonight. | did post several possible setups or emerging setups in the
“radar” section.

Intermediate-term Outlook (2 weeks — 2 months) — slightly bullish — updated 4/28/2008
Other than volume indications and some very short-term studies, |1 have yet to see
anything of substance suggesting an end to the recent rally. We currently still have price
(3 Surge Days), volatility (Trend over volatility), sentiment (Relatively High Put/Call,
and Consumer Sentiment Stretch), and breadth studies which are suggesting a bullish
bias.

Unfortunately, the short-term isn’t providing a huge edge either way and after this week,
several of our currently listed studies are going to begin losing relevance. While 1 will
continue each day to look at indicators with a historical perspective, | won’t necessarily
demand continued bullish evidence to remain slightly bullish. Instead, | will require
evidence suggesting bearish consequences before changing my stance.

Catapult and Capitulative Breadth Statistics

(Catapult Presentation Part 1) (Catapult Presentation Part 2)
Open Catapult Trades

none

Open Big 50 Trades
None

Open Catapult for ETF’s Trades
None

Broad Market Large Cap CBI -0
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Sector CBI Breakdown (% of stocks with active catapult triggers within each sector.)

Index ETF CBI % Index ETF CBI %
DJ US Broker Dealers 1Al 0.00 DJ US Energy IYE 0.00
DJ US Insurance Index IAK 0.00 DJ US Financial IYF 0.00
DJ US Regional Banks IAT 0.00 DJ US Financial Services IYG 0.00
DJ US Utilities IDU 0.00 DJ US Healthcare IYH 0.00
DJ US Qil&Gas Expl & Prod IEOQ 0.00 DJ US Industrial Sector 1Y) 0.00
DJ US Qil Equip & Svcs IEZ 0.00 DJ US Consumer Goods IYK 0.00
DJ US Pharmaceuticals IHE 0.00 DJ US Basic Materials IYM 1.35
DJ US Healthcare Providers IHF 0.00 DJ US Real Estate IYR 0.00
DJ US Medical Devices IHI 0.00 DJ US Transportation IYT 0.00
DJ US Aerospace & Defense ITA 0.00 DJ US Technology Sector YW 0.50
DJ US Home Construction ITB 0.00 DJ US Telecommunications IYZ 0.00
DJ US Consumer Svcs IYC 0.44 Nasdaqg 100 QQQQ 0.00
No signs of capitulative selling at the present time.

Additional New Trade Ideas

none

Additional Trades Active Table

Symbol Entry Date|Entry PricdCurrent Pr|% Gain/Lo|Stop Notes

SLB 4/8/2008 $90.58 | $102.36 -13.0%] $104.00 |cover on close < 10ma

XOM 4/28/2008 $92.46 $92.45 0.0% $91.49 [bought @ $92.46

X 4/25/2008] $148.57 | $153.00 3.0% sold on close

X made its target with a late surge. Those that may not have exited te trade may do so
tomorrow. A nice quick gain for this one.

SLB - The close stop and rising 10ma mean the squeeze is on here. Should be out of this
nightmare soon.

XOM - bought @ $92.46. Stop set under Friday’s swing low.

Stocks and ETF’s on my Radar

ILF — has pulled back sharply from all-time highs. Could be buyable soon.

TLT — Has traded below its 10-day moving average for 10 days in a row. Nearly touched
200-day moving average today before finishing strongly. A bounce may be near.

WMB - Hasn’t traded below 10-day moving average for 21 days. New high with
reversal bar today. Potential short.

FSLR — Volatile high-flyer has coiled with 2 consecutive inside days.
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Notable S&P 500 stocks outside my “tradable” radar
Oversold

None

Overbought

None
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