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Market Overview

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

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

Tonight’s Research Points

o Nothing new emerged tonight, but the QE Buying Power short signal from last
night has quickly met its target.

Short-term Outlook

The Bottom Line

Evidence is back to bullish and the SPX is still oversold. This suggests a mild bullish edge.
But without new and compelling bullish evidence emerging | am not inclined to get long
again just yet.
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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 6, 2016 1st SPX close < 10main 15 days 1-3 days Bullish 1.70% -0.50% -1.30%
Active - Long Term
March 28, 2016 1st close < 10ma in 25 days 1-19 days Bullish 4.10% -0.90% -2.25%
March 28, 2016 2 unfilled gaps dn. 5 low. Close > 200ma|1-10 days Bullish 2.50% -1.70% -3.40%
March 24,2016 1st 5-low in 10 days, but > 10ma 1-10 days Bullish
March 2, 2016 FTD & 20-day high int term Bullish
February 18,2016 Up Issue % > 70% 3x 1-85 days Bullish 10.70% -5.10% -12.10%
February 1, 2016 2 90% up days in 1 week 1-9 months |Bullish 23.10% -6.60% -15.10%
November 2, 2015 Best 6 months Nov-Apr Bullish
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22,2013 New High Divergence (Study of Tops) int term Bearish
Dropped Tonight
April7,2016 QE Buying Power Short Signal 1-6 days Bearish

The Evidence

Thursday was a rough day for the bulls. The market gapped down and then sold off further.
The SPX declined 1.2%, and the NASDAQ and the Russell 2000 each lost 1.5%. Breadth
was also negative as the NYSE Up Issues % was 23% and the Up Volume % came in at
19%. NYSE volume rose some from Wednesday’s level.

Nothing terribly compelling emerged from an evidence standpoint. One study | created
looked at times when SPX gained > 1% one day and then the next day it lost all those gains
and more. (I also used a long-term trend filter.) Results are below.

After closing up = 1% yesterday SPX closes below the close of 2 days ago today. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1991 - present.
. All: All: All: . All: Avg All: Max All: Avg Al Max All: . .
X ﬁ;t;::t Total |Winning | Losing Prﬁgﬁ:rlle Winning Winning Lesing Lesing Win/Loss Prnf:ts‘l-ll:.actnr ﬁ.kll.ll'_;:‘;;g
Days Trades| Trades |Trades Trade Trade Trade Trade Ratio
5| -8,013.69 28 14 15 48.28 361452 -2464.35 -5368.04 0.24 078 -276.33
4| 454310 prat] 14 15 48.28 381915 -1,96033 -4917.36 0.91 0.85 -156.83
3 -11,37823 25 14 15 48.28 389691 1970893 -3,452386 0.66 0.62 -392.39
2| -14868.54 30 14 16 46.67 2,296.32 | -1,734.07| -4,320.06 0.54 0.47 -488.95
1) -272355 30 15 15 50.00 1,591.98 -B347.38 | -2,151.42 0.79 0.79 -90.58

We see here that the average declines in the following days outsized the average rallies by
quite a bit. But odds of a rally vs a decline were basically 50/50 over the next 5 days. |
did not find these results compelling enough to include this study on the Active List.

I will note that the QE Buying Power short signal that triggered last night has already

expired, since SPX closed in the lower half of its 10-day range. So that has been taken off
the Active List.
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I have updated the Aggregator chart below.

# TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl ===
SSPH.K - Daity CBOE L=2,041.81 -2475 -1.20% B=2,038.81 A=2047.50 0=20583.01 Hi=2,063.01 Lo=2,033.80 C=2,041.81 V=2 275423
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With nothing new to add tonight the green Aggregator Line climbed a little above zero.
Positive readings mean net expectations from the Active List are for upside over the next
few days. Meanwhile the black Differential Line remained above 0. The positive
Differential Line reading means SPX is oversold versus recent expectations. So
expectations are positive and SPX is oversold. This is considered a bullish configuration.
Bullish configurations are visible on the chart whenever both lines close on opposite sides
of 0. Therefore, the Aggregator signal turned long at the close.

With the last short-term study set to expire on Friday, expectations would remain positive
thanks to the intermediate-term evidence. But this could change if new evidence emerges.
The Differential Pivot will be 2047.07 on Friday. That is 0.25% above Thursday’s close.
So for SPX to turn from oversold to overbought versus expectations it will need to close
up 0.25% on Friday.

Evidence is meekly bullish. And with no new bullish evidence tonight, and the study above
suggesting downside risk, the case for the bulls seems a bit weak. Additionally, with the
Differential Pivot so close by, there is not a lot of room to the upside before the market
would turn overbought. This limits potential opportunity. So while there may be a small
upside edge, it is not compelling enough that | am interested in pursuing a long position
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just yet. Instead I will see how Friday plays out and what new evidence emerges. Then |
will decide over the weekend my plan of attack for Monday.

Intermediate-term Outlook (2 weeks — 2 months) — updated 4/4 — bullish

The intermediate-term outlook was last updated in the 4/4 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

Broad Market Large Cap CBI -0

Additional New Trade Ideas

A full listing of system triggers can be found at the numbered systems page each night. 1
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 Pric§Current Price [% Gain/Loss |Stop [Notes
SPY(1/4) 4/6/2016 | $204.19 $205.00 0.40% stopped out intraday
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