Page 1

QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

August 7, 2014 Volume 7 Issue 148

Market Overview

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

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing
Long 100% Long XIV Long

Tonight’s Research Points

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

Short-term Outlook

The Bottom Line
Evidence still points up. The market is still oversold. The bounce has been slow to

materialize, but long still appears to be the better bet. | have a fairly sizable long position
since | am looking to take advantage of the anticipated bounce.
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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 - Short Term

August 6, 2014 20 low. Up day. 20 low. Close > 200ma |1 day Bullish

August 4, 2014 CBI >=10.SPX > 200ma. 1-4 days Bullish

August 1, 2014 VIX25%above 10ma 1-4 days Bullish

August 1, 2014 QE Buying Power System long signal 1-6 days Bullish

August 1, 2014 System 110524 for SPY 1-7 days Bullish

July 31, 2014 SPX double reverse. Close > 200 < 10mg1-5 days Bullish

Active - Long Term

August 4, 2014 CBI >=11. 1-20 days Bullish 4.00%
June 2, 2014 NASDAQ leading SPX int term Bullish

April 28, 2014 Sell in May 6 months Bearish

December 23, 2013 QE Tapering int term Neutral

July 22,2013 New High Divergence (Study of Tops) |int term Bearish

February 1, 2012 Golden Cross int term Bullish

The Evidence

Very little progress was made on Tuesday. The SPX gained 0.03 ponts, the NASDAQ
rose 0.05% and the Russell 2000 inched up 0.004%. Breadth was moderately positive as
the NYSE Up Issues % came in at 60% and the Up Volume % was 50%. Total NYSE
volume sank a little from Tuesday’s level.

The near breakeven close today did not inspire much in the Quantifinder. But the study
below is worth an update and close look. It was last seen in the 8/29/13 Letter. It looks
at reversals off a 20-day low. All stats are updated.

After closing at a 20-day low yesterday, SPY make a new 20-day intraday low today and then closes
up onthe day and = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.
5 All: All: All: . All Avg All: Max All: Avg Al Max All: _ 5
X ﬁ;lr.ur\:_:t Total |Winning | Lozing Prﬁgr.t:ile Winning Winning Los=ing Loging [Win/Loss Pro f?l—'"é i ﬁ.\ll_ll._ij\;g
Da‘_-"S Trades Trades Trades Trade Trade Trade Trade Ratio
10| 5445404 38 29 9 76.32| 2359239 660062 -165837| -384483 1.44 465| 1,433.00
9 =177455) 39 28 i1 7179 2, 501543 184420 -425220|  1.40 355 1,327.88
8 4330051 40 23 1z| To.00| 2 530640 220844 426886 1.3 264| 1,084.75
7| 459 557.83 41 25 12 7073 2 5,585.14| -183381 -3531.11 1.43 345 120873
6| 47,103.13] 41 3| 10| 7561 2 541167| -188566| -395219| 113 350 1,148.86
5 42133.58 41 30 10 7371, 502950 -1385538| -3,450.35 1.35 404 102785
4 3100821 41 27| 14| 6585 16 3213.00 -1,01211| -2284.36| 165 319  756.30
3| 19,208.28 24 27 17 6136 1,3 448250 108441 -3 58024 1.30 2.08 436.55
2| 2071528 48 20 17| 63.04| 1, 410550 -1,117.94| -247182 123 200 45032
1) 1532541 45 28 17 §3.04 2,562 30 -74315 ) 178248 1.30 22 333.16
90% of instances closed above the entry price
at some point in the next week.

Results here seem to suggest a solid upside edge. Below is a profit curve using a 6-day
exit strategy.
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After closing at a 20-day low yesterday, SPY make a new 20-day intraday low today and then closes
up on the day and > 200ma. Buy on close. Sell 6 days later. $100k/rade. 1993 - present.
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This curve appears strong and steady, providing greater confidence in the results.

But one concern | had this evening when examining this study is that SPY closed up a
mere $0.06, barely qualifying as an “up day”. | decided to further filter the results to
examine instances that only closed up a small amount. | chose 0.25% as my limit. Those
results are below.

After closing at a 20-day low yesterday, SPY make a new 20-day intraday low today and then closes
up = 0.25% on the day and = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.

¥ All Net All: _AIIE AI!: : AI!:A.vg AI!: M.ax All: ﬁ.‘vg Al r._'lax _AII: Al All Avg
Total (Winning Losing Winning Winning Lo=ing Losing |Win/Loss
Da‘;"S I Trades | Trades Trades FOETE Trade Trade Trade Trade Ratio ProfitFactor|  Trade
10| 2540163 9 9 0| 10000, 2382240 540891 0.00 0.00| 100.00 100.00| 282240
9| 26,581.31 9 8 1 88.89 3409.77| 591543 -596.87 -596.87 4.89 39.14| 295348
8| 23,136.48 9 8 1 8889 316618| 530640| -219292| -219292 1.44 1155 257072
7| 20,706.08 9 ] 1 88.80| 285486 5300.37| -2132.84| -2,132.84 1.34 1071 230068
6| 15459.92 9 ] 1 8889 2234554 455486| -3,30440| -3,304.40 0.71 568 1TI7.77
5| 12,553.86 9 7 1 TI78) 211205 3901.41) -2230.47 | -223047 0.95 6.63| 139487
4| 11,400.82 ] 7 2 77.78 3213.00| -1,260.82| -2,012.68 1.58 5.52| 126677
3 1112898 10 7 3 70.00 4.452.50 -551.11 -938.75 33 773 1,128
2| T,080.81 10 7 3 70.00 4,105.50 -949.47 | -1,824.93 1.50 3.49 709.08
1 365277 10 1 4 80.00 2,152.71 -501.58| -1,023.00 1.68 252 365.28
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A bit low on instances, but the results with the extra filter are nearly flawless. So at the
very least it appears that the mild rise is not cause to doubt setup. Below I have listed all
the instances with their 10-day holding results.

After closing at a 20-day low yesterday, SPY make a new 20-day intraday low
today and then closes up < 0.25% on the day and = 200ma.
Buy on close. Sell 10 days later. $100k/trade. 1993 - present.
Date/Time Signal Price % Profit Run-up
Drawdown
12/13/96 Buy $73.31 2.52% $3,846.48
12/30/96 Sell $75.16 ($1,950.52)
08/02/99 Buy $133.06 0.52% $683.41
08/16/99 Sell $133.75 (%4,551.086)
01/05/00 Buy $140.00 3.39% $5,419.26
01/20/00 Sell $144.75 ($535.50)
03/24/04 Buy $109.55 4.64% $5,316.96
04/07/04 Sell $114.63 £0.00
03/23/05 Buy $117.00 1.91% $1,930.04
04/07/05 Sell $110.24 ($640.50)
06/27/05 Buy $119.15 2.61% $2,919.72
07/12/05 Sell $122.26 ($746.71)
02/05/10 Buy $106.66 4.22% $4,610.04
02/22/10 Sell £111.16 (£796.45)
06/13/11 Buy $127.70 0.19% $1,652.13
06/27/11 Sell $127.94 (%1,182.23)
10/09/13 Buy $165.60 5.42% $6,228.99
10/23/13 Sell $174.57 $0.00

| have updated the Aggregator chart below.
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Tonight’s study helped the green Aggregator Line hold firm above 0. Positive readings
mean net expectations from the Active List are for upside over the next few days.
Meanwhile the black Differential Line is still positive, but not to the same degree. The
positive Differential Line reading means the SPX is still 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. Therefore the Aggregator signal remained long at the close.

Based on the current active studies, expectations are set to remain positive on Thursday.
This is highly unlikely to change. The Differential Pivot will be 1953.80 on Thursday.
That is 1.75% above Wednesday’s close. So for SPX to move from oversold to
overbought versus expectations on Wednesday would take a very strong move higher. A
multi-day rally or consolidation is probably a more likely way to work off the oversold
condition.

The first bounce attempt was a flop. We now have another attempt underway. And
though it appears meek at this point, the odds still appear to suggest a short-term rally is
the more likely course of action. | am not looking to add more exposure at this point.
Other than 1 Catapult that hit it target I am still waiting for the market to play out as the
studies have suggested.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 8/4 — slightly bullish

The intermediate-term outlook was last updated in the 8/4/14 Letter. It can be found in
the most recent weekly letter on the website.
http://quantifiableedges.com/current-weekly-letter/

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

MDLZ — 1/3 @ $36.97 (bought @ $36.62)

UTX - 1/3 @ $106.38 (bought @ $105.79)
MDLZ - 1/3 @ $36.02 (bought @ limit)

UTX - 1/3 @ $105.15 (bought @ limit)

F—1/3 @ $17.02 (bought @ limit)

WMB — 1/3 @ $55.55 (bought @ limit) — 1% lot
UTX — 1/3 @ $104.75 (bought @ limit) — 3" lot
F—1/3 @ $16.81- (not filled — cancel order for now)
MCD - 1/3 @ $93.43 (buy @ limit)

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI - 9/5(MDLZ-2,UTX-3,F-2,WMB,MCD)

Additional New Trade ldeas

A full listing of system triggers can be found at the numbered systems 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 Price|Current Price |% Gain/Loss |Stop Notes
SPY(1/4) 7/29/2014|  $196.95 $192.07 -2.48% Aggregator
SPY(1/4) 7/31/2014|  $193.09 $192.07 -0.53% Aggregator
MDLZ(1/3)| 7/31/2014 $36.62 $35.65 -2.65% Catapult
UTX(1/3) 7/31/2014| $105.79 $103.79 -1.89% Catapult
MDLZ(1/3) 8/1/2014 $36.02 $35.65 -1.03% Catapult
UTX(1/3) 8/1/2014| $104.92 $103.79 -1.08% Catapult
F(1/3) 8/1/2014 $17.02 $16.98 -0.24% Catapult
KO(1/3) 8/4/2014 $39.29 $39.92 1.60% Sell on open
WMB(1/3) 8/4/2014 $55.45 $55.18 -0.49% Catapult
UTX(1/3) 8/4/2014] $104.75 $103.79 -0.92% Catapult
SPY(1/4) 8/4/2014|  $192.25 $192.07 -0.09% Aggregator
MCD(1/3) 8/6/2014 $93.39 $93.47 0.09% Catapult

KO reached its Catapult exit target and will be sold at the open..
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