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Tonight’s Research Points

e The reversal pattern from the 20-day low suggests the bounce could last a
few more days.

Short-term Outlook
The Bottom Line

The bounce that we saw so much evidence for last night did happen on Thursday. It now
appears that it should last beyond just the one day, and that we are likely to see even
higher prices on in the next few days. | have a good amount of long exposure. If the
market does continue to bounce | will likely start legging out during the next few days.
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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

June 7,2013 20-low reversal > 200 1-6 days Bullish 2.40%
June 6, 2013 20 low > 200 1-7 days Bullish

June 6, 2013 TICK Tomoscillator low extreme 1-3 days Bullish

June 6, 2013 McOsc % Rank Sum < 5 last 4 days 1-4 days Bullish

June 6, 2013 Unfill Gap Dn, Poor Close, Under 200 1-8 days Bullish

June 4, 2013 SPX dn 1.5% then up w/ poor breadth  |1-2 days Bullish 1.90%
June 3, 2013 Big drop on Friday 1-6 days Bullish 2.70%
Active - Long Term

June 4, 2013 Hindenburg Omen cluster 1-50 days Bearish -8.60%
May 23, 2013 3-hi. 3-low. 3-low close. Close > 200. |1-15 days Bullish 4.10%
May 9, 2013 Breadth Confirms Rally (Study of Tops) |int term Bullish

May 6, 2013 Nasdaq leading SPX int term Bullish

April 29, 2013 Sell in May unless Jan-April strong 1-6 months |Bullish 6.80%
April 29,2013 6 months higher in a row 1-10 months | Bullish 14.30%
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

Morning selling reversed hard and the market ended up with a nice bounce on Thursday.
The SPX gained 0.9%, the Nasdaq rose 0.7%, and the Russell 2000 rallied 1.2%.
Breadth was strongly positive as the NYSE Up Issues % was 77% and the Up Volume %
was 83%. Total NYSE volume declined a little from Wednesday’s level.

Unlike yesterday there was not a lot that appeared in the Quantifinder. The study below
was last seen in the 1/2/13 Letter. It looks at a possible reversal pattern off a 20-day low.
All stats are updated.

After closing at a 20-day low yesterday SPY makes a new 20-day intraday low today and then
closes up on the day and = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.
. All: All: Al _ Al Avg All: Max Al Avg Al Max Al _ .
X F:Ir.uh:_;:t Total |Winning| Losing Prufﬂ:tﬁ:le Winning Winning Lesing Losing |Win/Loss Prufi\l-llédur ﬁfll.t::;;g
Da'_"'s Trades | Trades | Trades Trade Trade Trade Trade Ratic
] 10 34 28 8 76.47| 229335 660062 161009 -3,84483 142 463 137489
9 35 24 11 68.57 253532 515489 -1,84420 -4253.20 1.37 3.00 1,158.50
8 36 24 12 §8.687 244433 521684 | -220844| 426888 1.11 22 253.41
7 ar 25 12 6757 242020 558514 168861 -3,531.11 142 2593 1,087 .51
] ] 37 27 10 7297 2193.82| 541167 -1388566| -3,952.19 1.16 3.14| 1,091.26
5 ar 27 9 7297 1,848.73 502950| -1487.09( -3,45035 124 373 982.08
4 T 25 12 67.57 16863.32| 321300 -1,033.45| -2,284.35 1.61 335 788.69
3 40 24 16 §0.00 1,398.47 445250 -1,00877| -3,58024 138 203 43517
2 42 27 15 5425 1,319.97 410550| -1,18523| -2,47152 1.11 2.00 42480
1 42 24 18 57.14 §956.05| 256230 79112 | -1,752.48 1.21 1.61 207.28
89% of instances closed above the entry price
at some point in the next week.
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Results here seem to suggest a solid upside edge. Below is a profit curve using a 6-day
exit strategy.

After closing at a 20-day low yesterday SPY makes a new 20-day infraday low today and then

closes up onthe day and = 200ma. Buy on close. Sell 6 days later. $100kitrade. 1993 - present.
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This curve appears strong and steady, providing greater confidence in the results.
Last night we saw quite a bit of evidence suggesting the market was primed to bounce. It

appears that bounce has begun. And this study suggests it has a ways yet to go.

| have updated the Aggregator chart below.
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Tonight’s bullish study helped keep the green Aggregator Line above zero once again.
Positive readings mean net expectations from the Active List are for upside over the next
few days. Meanwhile the black Differential Line is also still above 0. The positive
Differential Line reading means the SPX is strongly oversold versus recent expectations.
So expectations are positive and the SPX is oversold. This is considered a bullish
configuration. Bullish configurations are visible on the chart whenever both lines close
above 0. This caused the Aggregator system to remain long at the close.

Based on the current studies, expectations are slated to remain positive on Friday. Of
course this could change if strong bearish evidence emerges. The Differential Pivot will
be 1,642.90 on Friday. This is 1.25% above Thursday’s close. So SPX would need to
close up at least this much in order to move from oversold to overbought on Friday.

I like the long side, and evidence suggests the bounce should have a bit further to go. But
[ am already quite long. So I won’t be looking to add any more long exposure on Friday.
And depending on what studies emerge Friday afternoon, | may even consider taking off
some exposure. If that is the case, and the Quantifinder is showing bearish evidence, then
I might send out an intraday alert to subscribers letting them know my intentions as we
approach the close.
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Intermediate-term Outlook (2 weeks — 2 months)— updated 6/3 —bullish

The intermediate-term outlook was last updated in the 6/3 letter. Link below:

2013-06-03 QE Subscriber Letter.pdf

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

EXC —buy 1/3 @ $31.65 LIMIT(bought @ $31.65)
EXC —buy 1/3 @ $31.50 LIMIT (bought @ $31.50)
EXC — buy 1/3 @ $31.34 LIMIT (bought @ $31.34)
AVP-buy 1/3 @ $22.61 LIMIT (bought @ $22.61)
LMT —buy 1/3 @ $103.59 LIMIT (bought @ $103.59)

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI — 5(EXC-3, AVP, LMT)

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 tonight.
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Current Open Trade ldeas

Symbol Entry Date|Entry PriqCurrent Prig% Gain/Loss |Stop Notes

SPY (1/4) 5/23/2013| $165.45 $162.73 -1.64% Aggregator

SO (1/3) 5/29/2013| $44.67 $44.43 -0.54% sell on open

SO (1/3) 5/30/2013] $44.26 $44.43 0.38% sell on open

EXC(1/3) 5/30/2013] $31.65 $31.50 -0.47% sell on close>= $31.65
SO (1/3) 5/31/2013| $44.13 $44.43 0.68% Sold on close
EXC(1/3) 5/31/2013]  $31.50 $31.50 0.00% sell on close>= $31.65
EXC(1/3) 6/3/2013] $31.34 $31.50 0.51% sell on close>= $31.65
SPY (1/4) 6/3/2013] $163.65 $162.73 -0.56% Aggregator

AVP(1/3) 6/6/2013] $22.61 $22.90 1.28% Catapult

LMT(1/3) 6/6/2013| $103.59 $104.37 0.75% Catapult

SPY(1/4) 6/6/2013| $161.20 $162.73 0.95% Aggregator

1 lot of SO was exited at the close as per the intraday update | sent to gold subscribers.
The remaining 2 lots are to be sold at the open on Friday.
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