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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

March 31, 2015 Volume 8 Issue 61

Market Overview

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

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing
Flat 50% Long XIV Flat

Tonight’s Research Points

e The combination of a 2-day rally, low volume, and a close below a short-term
high seems to suggest more upside is likely over the next few days.
e Like the old grey mare, the first of the month just ain’t what she used to be.

Short-term Outlook
The Bottom Line
Evidence remains somewhat bullish, but the market is now short-term overbought. This

has the Aggregator neutral and me looking to take some profits.
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Summary of Recent Active Studies (see Letters from listed dates for details)

Avg Avg Avg DrawDn
Study Date Description Time span |Bias Run-up [DrawDn |-1Std Dev
Active - Short Term
March 31, 2015 SPX up 2+ dayslowvol10. Close>200 |1-3 days Bullish 1.20% -0.90% -1.70%
March 26, 2015 1% drop on weak breadth 1-9 days Bullish 3.00% -2.50% -5.40%
March 19, 2015 High volume up day > 200ma. No opex |1-10 days Bullish 2.50% -1.50% -3.10%
Active - Long Term
January 26, 2015 NASDAQ leading SPX int term Bullish
November 3, 2014 Best 6 Months 6 months Bullish
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22, 2013 New High Divergence (Study of Tops) |int term Bearish
February 1, 2012 Golden Cross int term Bullish

The Evidence

Monday was a good day for bulls. The SPX and NASDAQ each gained 1.2%, and the
Russell 2000 rose 1.4%. Breadth was strongly positive as the NYSE Up Issues % came
in at 72% and the Up Volume % was 84%. But even with the strong move up, NYSE
volume hit the lowest level in quite a while.

There was one compelling study that appeared in the Quantifinder tonight. It was from
the 11/5/13 letter and it examined the fact that volume came in very light while SPX
posted a multi-day rise that has failed to close at a new short-term high. An updated stats
table is below.

Today is the lightest NYSE volume in 10 days. SPX closes up for at least the 2nd day, but not at a
10-day high. Close = 200ma. Buy SPX on close. Sell X days later. $100k/trade. 2000 - present.
. All: All: All: All: Avg All: Max All: Avg All: Max All: . .
X ﬁ;:_’;:_:t Total |Winning | Losing Prﬁﬂrt:ﬁle Winning Winning Lo=ing Loging |Win/lLoss Prnf’:\l-'”:'actnr 'B.‘II.II'_;\;;Q
D‘ﬂ‘_n"S Trades | Trades |Trades Trade Trade Trade Trade Ratio
10| 2737142 35 a7 8| 7714 202414 472048 341004 551456 05D 200 73204
9| 30,854.33 35 23 12 8511 2333.21 83578 | -1,90079| -5585.58 1.23 235 881.55
g| 2620058 35 25| 10| 7143 182055 6,090.44| 218131 556038 0.88 220| 74859
7| 18,623.79 35 24 11 88.57| 1,761.78 G734 -2150.78 4 337.84 0.82 1.79 53211
6| 1674205 35 23 12 6571 1,575.09 4102.38| -1623.75 3,187.50 0.97 1.86 478.34
5| 1154186 38 22| 14| 6111 154383 361445| -150455| 413488 097 152 32338
4| 1666723 36 23 13 6389 1418860 324958 122773 -2827.44 1.18 204 452 53
a| 1800774 37 26| 11| 7v0z27| 116508 300026 111678 341820 1.04 247| 48670
2| 15629411 37 27| 10| 7297 94B24| 238051| -99734| -234678| 095 257 42241
1 4 453 58 40 21 19 52 50 737 47 1,953.82 578.59 161186 1.27 1.41 112.34
37 of 40 instances (93%) closed above the entry price
at some point in the next week.

These results may appear a little surprising. The weak volume and the fact that the
market has already risen in the short-term may seem like it would suggest a downside
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edge. But the numbers are solidly bullish. The size of the gains over the 3-day period is
impressive. Below is a profit curve using a 3-day exit strategy.

Today is the lightest NYSE volume in 10 days. SPX closes up for at least the 2nd day, but not at a
10-day high. Close = 200ma. Buy SPX on close. Sell 3 days later. $100k/trade. 2000 - present.
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The strong upslope serves as confirmation of the bullish edge. After a quick dip the
curve seems to be getting back on track as well. | have decided to include this study on
the active list tonight.

It is also notable that Tuesday is the last day of March. And in Tuesday’s Quantifinder
we are sure to see a number of bullish studies related to the 1* trading day of the month.
I’ll examine whatever ones arise, but I thought I would note that on a broad basis, the
first day of the month has weakened substantially in recent years. In the subscriber letter
last month | showed a couple of charts that demonstrated just how drastic the change in
the “1* of the Month versus All Other Days” has been. | updated that study tonight. The
charts below show SPX points gained (or lost) for 2 time periods. The first one looks at
2000-2010. The 2" one shows 2011 — present.
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Quite the contrast. The first of the month just ain’t what it used to be. I’ll be sure to
carefully examine any 1* of the month studies that trigger on Tuesday to see if the edge
suggested has waned significantly.

| have updated the Aggregator chart below.
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With tonight’s study factored in the green Aggregator Line remained above 0. Positive
readings mean net expectations from the Active List are for upside over the next few
days. Meanwhile, the black Differential Line dropped down below 0. The negative
Differential Line reading means the SPX is overbought versus recent expectations. So
expectations are positive but the SPX is now overbought. This is considered a neutral
configuration. Neutral configurations are visible on the chart whenever both lines close
on opposite sides of 0. Therefore the Aggregator signal changed from long to flat at the
close.
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Based on the current active studies, expectations are set to remain positive on Tuesday.
Of course that could change if new bearish evidence emerges. The Differential Pivot will
be 2063.21 on Tuesday. That is 1.1% below Monday’s close. So for SPX to change back
to oversold versus expectations it will need to close down at least 1.1% on Tuesday. That
would be a big reversal of Monday’s move, and fairly unlikely. A more likely scenario
for working off the overbought conditions would be a multi-day pullback or
consolidation.

So the bounce that the studies were looking for has arrived. There appears to be a decent
chance that there still may be more to go in this bounce, but with the market already
short-term overbought this appears to be a good place to take some profits. That is what |
intend to do on Tuesday. | am looking to exit my SPY position if | can get a decent fill.
Additionally, one of the Catapults hit its target and | will be exiting that at the open.
Details in the Trade Ideas section down below.

Intermediate-term Outlook (2 weeks — 2 months) — updated 3/30- somewhat bullish
The intermediate-term outlook was last updated in the 2/23 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

UPS —1/3 @ $96.64 (bought)

UPS - 1/3 @ $96.59 (not filled-cancel order)

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI -2 (UPS-2)
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Additional New Trade Ideas

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 — note | have also cancelled the orders from last night that did not fill.

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss |Stop Notes

XIV(1/2) 3/9/2015 $32.25 $35.53 10.17%| $32.69 |Aggressive VIX
SPY(1/4) 3/25/2015]  $205.76 $208.25 1.21% sell @ $208.00 limit
BMY(1/3) 3/26/2015 $64.56 $65.76 1.86% sell on open
UPS(1/3) 3/27/2015 $96.64 $97.27 0.65% bought @ limit

Unless SPY gaps down | will look to exit it at the open. In the case of a gap down | have
set a limit price of $208.00, which won 't require it to fill its gap, but it will need to come
within $0.25 of doing that.

With contango still very steep | continue to like the XIV position. | have placed a stop
below the recent swing low which should help to lock in a small profit if this volatile
security takes a dive. | hope to continue to ride this position as long as contango remains
steep and expectations remain bullish. Should the short-term SPX outlook turn bearish,
then 1 would likely exit this position — at least temporarily.
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