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

Long 100% Long XIV Flat Flat

Tonight’s Research Points

e Strong drops from 50-day highs have consistently been followed by bounces.
e 5 days higher to a 50-day high rarely sees the move up end abruptly.

Short-term Outlook
The Bottom Line
The Aggregator is already suggesting an upside edge, but | would like to see a bit more of

a pullback before getting excited.
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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

July 17,2013 50-high yest. Biggest drop 10 today 1-4 days Bullish

July 17,2013 5 up, 50-high, then down 1-2 days Bullish

July 15,2013 10 closes > s5ma. Close 10-high 1-2 days Bearish

July 12,2013 SPY breakaway gap 1-5 days Bullish 1.65%
July 11, 2013 5 up > 200 but < 50-high 1-10 days Bullish

Active - Long Term

July 11, 2013 5 up > 200 but < 50-high 1-15 days Bullish

July 10,2013 RSI(2) crosses over 99. SPX > 200ma  |1-15 days Bullish 2.40%
June 28,2013 70% Advancing Issues 3 Days In Row |1-85 days Bullish 10.60%
June 28,2013 SPY up 3 days on lower volume 1-19 days Bearish -4.00%
June 4, 2013 Hindenburg Omen cluster 1-50 days Bearish -8.60%
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

The market finally took a little breather and pulled back on Tuesday. The SPX and
Russell 2000 each lost 0.4%, while the Nasdaq fell 0.3%. Breadth was negative as the
NYSE Up Issues % was 35% and the Up Volume % was 37%. Total NYSE volume rose
some from Monday, but was still light.

One possible market positive is that prior to Tuesday's drop the market was locked in a
persistent rally. I've shown a few different ways in the past that persistent rallies are
unlikely to end abruptly. Instead they will either continue higher after a brief pullback, or
action will become choppy prior to a sizable move lower. The study below exemplifies
this and was last seen in the 8/14/12 subscriber letter.
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After closing at a 50-day high yesterday and higher for at least 5 days in a row SPX closes down but
above the 200ma. Buy on close. Sell X days later. $100k/trade. 1995 - present.
X cLE Tﬁtl:él Winning L;:,I:ﬁg s mnﬁ;gg ﬁ:ﬁﬁ‘i:; T;g:gg Tul::i‘n? Wirﬂﬁs& - o
Days Frofit Trades | Trades Trades T Trade Trade Trade Trade Ratio FrofitFactor)  Trade
10| 50,450.39| 50| 41 9| 8200 150236 513135| -1,23851| 367280 1.2 553| 1,000.01
9| 50,407.85 53 43 10 81.13| 150326 502320 142322 4151.40 1.06 454
8| 4357201 54 37| 17| 6852 487308 115677 487410 148 322
7| 35173.45 55 38 19 §5.45 9 387478 1136815 381248 1.39 283
6| 3553587 57 38| 19 6667 1, 430720 -1,02226 -3637.71| 1.41 283
5 25864442 57 35 22 §1.40 1,242.3 4 252,50 -810.80 0 -2488.75 1.53 244
4| 2703671 57 35| 22| 6140 1725295 384300 -764.39| -3,00333 164 281
3| 15,793.55 57 35 21 63.16 5924.08 247285 -832.03 ) -1,592.34 1.1 1.50
2| 1538614 57 39| 18| 6842 73364 243750 -B43.10| -261495 093 2.0
1 9,295.85 57 36 20 §3.16 553.99 1,751.19 -532.39 1, 74410 1.04 1.87

We see here a decent edge that becomes stronger and more consistent as you look out
over the next several days. The 9-10 day time frame shows exceptional stats. The 2-day
timeframe suggests a quick little boost is also likely. Let’s take a look below at both the
10-day and 2-day exit profit curves. First, the 10 day.

After closing at a 50-day high yesterday and higher for at least 5 days in a row SPX closes down but

above the 200ma. Buy on close. Sell 10 days later. $100k/trade. 1995 - present.
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The strong upslope appears to confirm the bullish edge. Next let’s look at the 2-day
curve.

After closing at a 50-day high yesterday and higher for at least 5 days in a row SPX closes down but

above the 200ma. Buy on close. Sell 2 days later. $100k/trade. 1995 - present.
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Results are choppier here but the curves look somewhat similar. And even with more
whipsaws this one appears worthy of consideration.

This next study looks at what happen when a relatively sharp down day occurs after a 50-
day high. It was last seen in the 5/17/13 Letter. All stats are updated.
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After closing at a 50-day high yesterday SPX suffers the worst 1-day decline in the last
10 days. Close = 200ma. Buy on close. Sell 4 days later. $100k/rade. 2004 - present.

X | Aunet |l voning|Losing |, "E% | Woning | Wining | Losng | Losing Wiloss|, AL AUAVS
Da'_.rs Profit Trades | Trades | Trades Prnfrtﬂble Trade Trade Trade Trade Ratio ProfitFactor  Trade
5| 2651019 47 33 14 70.21 1,36238| 314937 131774 -345400 1.03 Z.44 584.05
4| 30,303.82 = a7 14| 7255| 1,096.57| 272538 -F33.51| -3,895.76 1.49 3.95 594.19
3| 2044555 52 37 15 7115 284325 215240 -T29.41 -1,808.21 1.18 287 393.19
2| 12,213.86 33 3 22 58.49 g06.12| 2,437.50 -580.72| -1,777.55 1.39 1.96 230.45
1 5,047.07 53 3 22 58.49 53423 124580 -523.37 | -1,354.59 1.02 1.44 9523

49 of 53 instances (92%) closed above the entry price
at some point in the next 5 days.

Over the last 9 % years the stats are impressive. And the 3-4 day consistency is strong.
Below is a profit curve that assumes a 4-day holding period.

Aifter closing at a 50-day high yesterday SPX suffers the worst 1-day decline in the last
10 days. Close = 200ma. Buy on close. Sell 4 days later. $100k/rade. 2004 - present.
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The steady upslope seems to confirm the bullish inclination. I've included this study on
the active list.

| 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 studies ensured the green Aggregator Line 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 rose to a point where it closed just
barely above 0. The positve Differential Line reading means the SPX is oversold versus
recent expectations. So expectations are positive and SPX is slightly 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 turn long at the
close.

Based on the current active studies, expectations are set to remain bullish on Wednesday.
The Differential Pivot will be 1,683.41 on Wednesday. That is 0.4% above Tuesday’s
close. So the market would need to close up at least this much in order to move from
oversold to overbought.

So the Aggregator is suggesting an upside edge. But really what are we looking at here?
We have some decent, though not overwhelming, bullish short-term evidence. And we
have a market that is considered oversold, but only versus recent statistical expectations.
Other measurements would say we are still squarely overbought on a short-term basis.
For instance, SPY, QQQ and IWM all closed in the top 11% of their 10-day range. So it
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would seem there is still some room for this pullback to go before the market becomes
truly “oversold”. Now | am not seeing compelling evidence suggesting that a
continuation of the pullback is likely, but as | have discussed since the beginning of the
month, if there is going to be one in July, this would seem to be a very opportune time.
The reason | say this is that liquidity flows (specifically the 5-day volume numbers) are
hitting their lowest levels of 2013 in the next couple of days. Below is a copy of the July
projected QE Buying Power Index from QE Buying Power page on the website.

QE Buying Power Index
Projected Values for July.
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As you can see, Thursday is the low day. After that the index begins to creep higher.
That doesn’t mean Thursday is a projected “bottom”. What it does mean is that liquidity
flows leading up to Thursday will be so weak that in the days soon before and after the
market will be without the strong liquidity support it is used to. And perhaps bears might
be able to take advantage of this.

So while I considered starting to scale into a long position based on the Aggregator, I’m
going to give it at least 1 more day. I’ll give the bears a chance here, and likely scoop up
some shares if they do manage to push prices lower. But for Wednesday, it is another
quiet summer day for me.
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Intermediate-term Outlook (2 weeks — 2 months)— updated 7/15 — somewhat bullish
The intermediate-term oulook was last updated in the 7/15 letter. Link below:
2013-07-15 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

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..

Current Open Trade Ideas
None.
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