Page 1
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ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

April 24, 2015 Volume 8 Issue 78

Market Overview

(uantifiable Edges 1-day Risk/Reward Outlook | (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh  Bearish Bullh

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long XIV Short

Tonight’s Research Points

e Thursday we saw a failed breakout. That does not appear to suggest a strong
edge.

Short-term Outlook
The Bottom Line

Evidence is bullish, but the market is still a little overbought, leaving me neutral once
again.
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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

April 20, 2015 1% drop on 2:1 negative breadth 1-9 days Bullish 3.00% -2.50% -5.40%

Active - Long Term

January 26, 2015 NASDAQleading 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

Dropped Tonight

April 20, 2015 ist 5 lowin 10 days 1-4 days Bullish 1.50% -1.25% -2.60%

The Evidence

The Thursday hot streak continued and the market put in some gains. The SPX closed up
0.2%, the NASDAQ rose 0.4%, and the Russell 2000 rallied 0.5%. Breadth was positive
as the NYSE Up Issues % came in at 67% and the Up Volume % was 63%. Total NYSE
volume rose a little from Wednesday’s level.

Interesting about Thursday is that SPX put in a decent effort to breakout, but ultimately
failed. This can be seen in that SPX made a new intraday high, but could not manage to
close at a new closing high. 1 looked back at other instances where this happened after
SPX had based for a few weeks prior to the failed new high. Below are results going
back to 1995.

After going at least 10 days without make a 50-day infraday high or 50-day closing high,
SPX makes a 50-day intfraday high today but not a 50-day closing high.
Buy on close. Sell X days later. $100kftrade. 1995 - present.

All: Avg All: Max Al Avg Al Max All:

X Al Net All: All: All:

L . : S - ) ) - All: Al A
Days | Pum ol WORSloS ronane e | i | Loons | Lo MRS pnpac Tsce
5| -8,565.05 16 5 11 31.25| 1,890.38| 4290.80) -1,729.04 | -3,654.40 1.09 0.50 -597.82
4| -5980.46 16 4 12| 2500 1,759.90 427584 141834 -£306.02 1.24 0.41 52378
3 -TR218 16 3 10 37.50| 1,0396 245820 -1,404.98| -2,969.70 0.74 0.44 -488.75
2| -3992.80 16 3 10 37.50 066 22 ,995.80 -979.01 | -2,22528 .99 0.59 -249.55
1| -5476.82 16 5 11 31.25 681.20| 1,506.56 -B0757 | -4,241.94 0.24 0.38 -342.30

Numbers here look fairly bearish. But the number of instances is a bit low. So although
SPY did not post a new intraday high, I ran the numbers for that to see if the pattern rang
true there as well.
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After going at least 10 days without make a 50-day intraday high or 50-day closing high,
SPY makes a 50-day intraday high today but not a 50-day closing high.
Buy on close. Sell X days later. $100k/trade. 1995 - present

X | AuNet | ng Losng AE% | Winng | Wiming | Losng | Losng |eoss, AL | ALAY

Da‘fS Profit Trades | Trades Trades e Trade Trade Trade Trade Ratio Profitfactor)  Trade
5| 808591 15 5 § 60.00| 157315 450M.860| -1,012.07| -2,048.20 1.55 233 535.06
4| 408943 15 ] 6 60.00| 1,323.91 3,889.6 -1,304.30 ) -2,242.95 1.02 1.52 272.63
3| 5,286.53 15 5 6 60.00| 114297 254500 -833.36 ) -1,114.73 1.37 2.06 352.44
2| 5,055.88 1 11 4 73.33 812.03 aragz 85910 -1,348.62 0.24 2.30 337.06
1 -561.12 15 7 ] 45.67 341.89 589.68 -381.75 -949.52 0.50 078 4407

Numbers here were much different and did not confirm what the SPX study was
suggesting. So I threw this study out and decided not to include it on the Active List.

This leaves the Active List relatively low on studies at the moment with very little

triggering over the last few days. This means that expectations will become more
dependent on new studies that emerge in the upcoming days.

| have updated the Aggregator chart below.
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The green Aggregator Line tonight again stayed above 0. Positive readings mean net
expectations from the Active List are for upside over the next few days. Meanwhile, the
black Differential Line remained below 0. The negative Differential Line reading means
the SPX is overbought versus recent expectations. So expectations are positive but the
SPX is 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 stayed flat at the close.

Based on the current active studies, expectations are set to remain positive on Friday. Of
course that could change if new bearish evidence emerges. The Differential Pivot will be
2104.51 on Friday. That is 0.4% below Thursday’s close. So to move to “oversold”
versus recent expectations SPX would need to close down at least 0.4% on Friday.

My bias has not really changed since last night. Evidence is mildly bullish but the market
is a bit overbought. So there does not appear to be a clear and compelling edge.
Therefore, 1 will continue to avoid taking on new index exposure until a better
opportunity arises.

Intermediate-term Outlook (2 weeks — 2 months) — updated 4/20— somewhat bullish
The intermediate-term outlook was last updated in the 4/20 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

None

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI -0
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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.

Current Open Trade Ideas
Symbol Entry Date |Entry PricdCurrent Price% Gain/Loss|Stop Notes

XI\V(1/2) 3/9/2015]  $32.25 $41.53 28.78%| $32.69 [Aggressive VIX
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