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Market Overview

(quantifiable Edges 1-day Risk/Reward Outlook (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bulish  Bearish Bulish

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

Long 100% Long XIV Flat Flat

Tonight’s Research Points

e Weak breadth on up days used to be a bad omen, but not recently.

Short-term Outlook

The Bottom Line

There is not a substantial short-term edge at the moment that | see. The Aggregator is
leaning long, but is not entirely convincing. I’ll be looking to take profits if the market
closes up at all on Wednesday. | am not looking to take on more exposure at this point.
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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

none

Active - Long Term

August 12,2013 Hindenburg Omen cluster 1-50 days Bearish -8.60%
July 22, 2013 New High Divergence (Study of Tops) |int term Bearish

June 28, 2013 70% Advancing Issues 3 Days In Row |1-85 days Bullish 10.60%
May 6, 2013 Nasdaq leading SPX int term Bullish

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

Dropped Tonight

August 13,2013 Continuation Tuesday 1 day Bearish

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

The Evidence

Apple shot up nearly 6% on Tuesday and carried the major averages along with it. The
SPX gained 0.3%, and the Nasdaq rose 0.4%, but the Russell 2000, which does not
include Apple, fell 0.2%. Breadth was especially weak for an up day as the NYSE Up
Issues % was 39% and the Up Volume % was 43%. Total NYSE volume rose some from
Monday’s level.

Tuesday’s weak breadth could imply negative ramifications moving forward. In the
5/14/13 Subscriber Letter | looked at other instances where the SPX closed higher while
the Up Issues % came in under 40%. Results above the 200ma showed a bit a downside
edge. But that edge has been looking weaker as of late. | have updated the stats below.

SPX closes up while NYSE Up Issues % < 40%. Close = 200ma.
Buy on close. Sell X days later. $100k/rade 1999 - present.
. All: All: All: . All: Avg All: Max Al Avg All: Max All: . .
X ’cg:_';:_:t Total |Winning | Losing Pr?:!r.t:;le Winning Winning Losing Losing [Win/Loss Pruf?l—'".adur 'cfll.lé:;";g
Days Trades |Trades Trades Trade Trade Trade Trade Ratio
5| -195859 21 11 10 5238 1,282.52 3,850 49| -160663| -3,353.20 0.20 028 8327
4| -5838.07 il 9 12 4286 12083 3230.74| 145941 408330 0.283 062 -316.10
3|-10,530.39 21 T 14 3333 99106 225151 124770 -3,19192 0.79 0.40 -501.45
2| 320438 21 10 11 4752 781.62 1,528.05| -1464.84  -3344.10 0.53 0.49 -3594.59
11 -2,371.20 21 ] 12 42 36 1,064.14 2458 83 -899570| -2,30295 1.07 0.30 -112.91

The numbers here appear to suggest a solid downside edge. But now let’s take a peek at
the equity curve.
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SPX closes up while NYSE Up Issues % < 40%. Close = 200ma.

Buy on close. Sell 3 days later. $100k/trade. 1999 - present.
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The downslope is now in question. If there were more overall instances, the recent ones
would not make the curve look so bad. But evidence certainly seems to be waning. So after
some thought, | elected to put this study on probation. | have not included it on the Active
List for tonight. Part of what convinced me was that another breadth related study with more
instances showed an even more dramatic rise recently, causing me to dump that one from the

Quantifinder entirely.

Unfortunately, this leaves us in the unusual position of a blank short-term Active List. So |

am now simply looking at the intermediate-term list (and Differential reading) for guidance.

| have updated the Aggregator chart below.
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With the intermediate-term studies in charge the green Aggregator Line inched back up
above 0. Positive readings mean net expectations from the Active List are for upside
over the next few days. Meanwhile the black Differential Line held firmly above 0. The
positive Differential Line reading means the SPX is 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 signal to turn long at the close.

With the short-term list bare, expectations over the next few days will be largely
dependent on what new studies emerge. If none emerge then expectations will remain
positive thanks to the intermediate-term studies. The Differential Pivot will be 1,701.16
on Wednesday. That is 0.4% above Tuesday’s close. So the SPX will need to close
higher by at least this much in order to move from oversold to overbought.

So the Aggregator is back to suggesting a short-term bullish edge. But really, it could not
be a much weaker signal than this. | view it as more neutral than bullish. | am still
holding the SPY position from a few days ago, but will look to exit that if SPY closes up
again tomorrow — even if it does not reach the Differential Pivot. The action is too
choppy at the moment to go for a big win, so I’ll aim to book a small one if that’s all that
is available.
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Intermediate-term Outlook (2 weeks — 2 months)— updated 8/12 — somewhat bullish
The intermediate-term outlook was last updated in the 8/12 letter. Link below:

2013-08-12 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 ldeas

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

Symbol

Entry Date

Entry Price

Current Price

% Gain/Loss

Stop

Notes

SPY (1/4)

8/7/2013

$169.19

$169.61

0.25%

sell @ $169.62 ON CLOSE
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