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Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Flat 50% Long XIV Flat Flat

Tonight’s Research Points

e VIX up/SPX up for the 2" day in a row is potentially short-term bearish.
e 5 higher highs without closing at a 50-day high during a long-term uptrend has
typically been followed b more gains.

Short-term Outlook

The Bottom Line

No real change from last night. Evidence still points to higher prices but SPX is quite
overbought. This setup does not offer the kind of risk/reward I prefer. So | am sidelined

awaiting the next trading opportunity.
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Summary of Recent Active Studies (see Letters from listed dates for details)

Study Date Description Time span |Bias Avg Max Move
Active

April 26, 2013 5 higher highs < 50-high. 1-10 days Bullish 2.00%
April 26, 2013 VIXup SPXup 2 days in row/ 1-2 days Bearish

April 24, 2013 SPXup 2%in 3 days. 3/100ffHV<0.25 |1-6 days Bullish 2.00%
Active - Long Term

April 26, 2013 5 higher highs < 50-high. 1-15 days Bullish 2.80%
April 24, 2013 SPXup 2%in 3 days. 3/100ffHV<0.25 |1-19 days Bullish 4.50%
January 14, 2013 Breadth Divergence (from Tops Study) |int term Bearish

September 17, 2012 QE3 int term Bullish

February 1, 2012 Golden Cross int term Bullish

If the avg max move is achieved the study will appear in bold italic blue and no longer be
active.

The Evidence

The rally continued on Thursday. The SPX posted a gain of 0.4% while the Nasdag rose
0.6% and the Russell 2000 gained 0.7%. Breadth was squarely positive as the NYSE Up
Issues % was 64% and the Up Volume % came in at 67%. Total NYSE volume rose for
the 3" day in a row.

In last night’s Letter | looked at instances where both SPX and VIX rose on the same day.
When that has happened mid-week while SPX is above its 200ma, then it has not been
very predictive. Interestingly, it happened again today. And we have a study last seen in
the 12/7/11 Letter that suggests back-to-back occurrences, even above the 200ma, have
carried a downside edge. Below | have update that study.

SPX and VIX both close higher 2 days in a row. SPX = 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 1998 - present.
. All: All: All: . All: Avg Al Max Al Avg All: Max All: . .
X ﬁ;llr.uh:_:t Total |Winning| Losing Prﬁﬂr-t:tile Winning Winning Losing Losing |Win/Loss Pruf?lllédUl %}I};;'-;g
Days Trades | Trades | Trades Trade Trade Trade Trade Ratio
5| -4032.50 23 13 &| 6522 G83.27| 343408 -218831| 422170 0.41 077 175.33
4| -7,349.19 23 12 11 5217 ¥30.30 1,907.36 | -1,464.80 -4240.43 0.50 0.54 -319.53
3 -BTT213 23 11 12 4783 639.32 143312 115038 -4423.40 0.56 0.51 -204 .44
2| -T,718.58 23 ] 15 34.78 470.21| 107848 -785.22 | -2,752.74 0.61 0.33 -335.50
1| -3,823.59 27 11 16 40.74 27232 537.24 428200 141174 054 0.44 -141.61

The numbers here provide the bears some hope over the next 1-2 days. | also examined
the 2-day profit curve and have included that below.
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SPX and VIX both close higher 2 days in a row. SPX = 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 1998 - present.
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That is a fairly steady downslope, especially for a study that filters out instances below
the 200ma. | find this study worth consideration and have included it on the Active List.

When the market begins to get overbought it will often suggest a pullback is likely.
When overbought gets powered through then odds will sometimes shift from a pullback
to a continuation of that move. The study below is one of those that suggests SPX is
overbought, it is likely to continue moving higher. It was last seen in the 12/7/11
subscriber letter. All stats are updated.
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SPX closes up for exactly the 5th day in a row. Close = 200ma but < 50-day high.
Buy on close. Sell X days later. $100k/trade. 1960 - present.

X AuNet | b vning| Losing| 5% | Wining | Wining | Losng | Losig Winloss|, AT | ALAYS
Days Proft  rages Trades Trades "0 Trage Trade Trade Trade Ratig | ofiFactor  Trade

15|108, .86 76 52 24 6342 230422 823800 152928 487910 1.83 3.97

14 9511938 78 51 25| 6711 284070| 827260| -1,56061| -473850) 170 3.45

13| 58, 52 76 56 20 7388 240444 540150 -1592472| -3,773.44 125 3.50

12| 86 .13 T8 56 22 71.79| 222679 582550| -1,739.74( -3661.77 1.28 3.26

11| 7288577 79 53| 26| 67.08) 207838 611000 143341 488700 145 296

10| 7445218 79 56 23 70.89| 1,857.70 5675 B 1.45 3.52

9| 7002269 79 52 2F 6582 192517 5, 5 73 3.33

8| 6265372 80 56| 24| 70.00] 159647 S 3 1.43 333

7| 5558096 80 52| 28| 6500 185777 5 1,52 282

6 4711021 a0 57 23 7125 137121 3 1.02 252

5| 40,221.36 a0 56 24 70.00 1,227 81 T 1.03 241

4| 2005260 B0 54| 25| 6750 103122 4 1.01 209

3| 24384254 a0 52 28 §5.00 1,002.81 1.03 1.91

2| 1152484 a0 50 30 6250 Tr3Tr 0.87 1.45

1| 710482 80 49 31| 6125 50832 0.89 1.40

These results appear to suggest a pretty consistent upside edge over the next 1-3 weeks.
Below is an equity curve using the highlighted 10-day hold that shows how this edge has
played out over time.

SPX closes up for exactly the 5th day in a row. Close = 200ma but < 50-day high.
Buy on close. Sell 10 days later. $100k/trade. 1960 - present.
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This appears to be quite a consistent curve and makes the study even more compelling. 1
have also added it to the intermediate-term list since the bullish impact appears to persist
for up to 3 weeks.

| should also note here that another Quantifinder study appeared suggesting five higher
highs and a close below a 20-day high is bearish. Upon closer examination, that only
appears to be the case during long-term downtrends. That study was not relevant for
tonight.

| have updated the Aggregator chart below.

4 TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl ole=s

SSPX X - Daily CBOE B=1584.88 A=1587.16 Hi=1582.64 Lo=1578.93 V=2726 889
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QE Aggregator 1D (3,ADE.Barinterval "QEAZT™ "MY CLASS" True) -0.37 0.04

The green Aggregator Line fell a bit tonight, but still remained above zero. Positive
readings mean net expectations from the Active List are for upside over the next few
days. Meanwhile the black Differential Line is still far below 0. The negative
Differential Line reading means the SPX is overbought versus recent expectations. So
expectations are bullish but the SPX is strongly overbought. This is considered a neutral
configuration. Neutral configurations are visible on the chart whenever both lines close
on opposite sides of 0. This caused the Aggregator system to remain flat at the close.
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html

Based on the current studies, expectations are slated to remain positive on Friday. Of
course this could change if compelling bearish evidence emerges. The Differential Pivot
will be slightly inverted at 1,587.27 on Friday. This is just 0.11 points above Thursday's
close. An inverted pivot means that the differential line will cross zero if SPX closes flat.
In this case, SPX will turn oversold with any down close on Friday, and will be
considered overbought with just about any up close.

Short-term evidence is pointing higher over the next few days. But for Friday,
expectations are actually slightly negative. This is reflected in the 1-day Risk/Reward
outlook at the top of the letter. 1 am still not tempted to try a short here — even for a 1-
day trade.

The last couple of days have been boring from a trading standpoint, but 1’d rather be
bored than take undue risks. So | will remain patient and await the next strong
opportunity.

Intermediate-term Outlook (2 weeks — 2 months)— updated 4/22 — somewhat bullish
The intermediate-term outlook was last updated in the 4/22 letter. Link below:

2013-04-22 QE Subscriber Letter.pdf

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

None

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI -0
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http://www.quantifiableedges.com/videos/QE20100621.html

Additional New Trade Ideas

A full listing of system triggers can be found at the system triggers 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.

Current Open Trade Ideas
None
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