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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
Flat 50% Long XIV Short

Tonight’s Research Points

e While SPY closed down, its series of higher highs and higher lows continued,
suggesting a rally in the coming days.

Short-term Outlook
The Bottom Line
Evidence continues to point higher, but the market remains overbought. There does not

appear to be a strong edge.
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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
July 13,2016 3 unfilled up gaps 1 day Bearish
July 13, 2016 VIXup. SPXup 2x 1 day Bearish
July 12,2016 2 unfilled up gaps & 50-day high 1-2 days Bullish
July 12,2016 VIX up. SPX 50-high on a Monday 1-2 days Bearish
July 11,2016 SPX 50-low to 50-high in 2 weeks 1-6 days Bullish
July 11,2016 SPY unfilled gap up breakout 1-5 days Bullish
Active - Long Term
July 11,2016 NASDAQ leading int term Bullish
July 11,2016 SPX 50-low to 50-high in 2 weeks 1-17 days Bullish
July 11, 2016 SPX 50-high breakout 90% up volume [1-35 days Bullish
July 1, 2016 Up Issue % > 70% 3x 1-85 days Bullish 10.70% -4.90% -11.70%
April 26,2016 Golden Cross int term Bullish
February 1, 2016 2 90% up days in 1 week 1-9 months |Bullish 23.10% -6.60% -15.10%
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22, 2013 New High Divergence (Study of Tops) int term Bearish
Dropped Tonight
July 11,2016 SPX 50-high breakout 90% up volume |1-2 days Bullish
June 30, 2016 VIX10%10ma from 10%below 1-8 days Bullish 1.90% -1.10% -2.20%

The Evidence

Wednesday was a mixed and mild day for the market. The SPX finished up 0.01%, the
NASDAQ declined 0.3% and Russell 2000 fell 0.4%. Breadth was negative as the NYSE
Up Issues % was 45% and the Up Volume % came in at 46%. NYSE volume declined
some from Tuesday’s level.

While SPX scratched out a 0.29 point gain on Wednesday, SPY finished lower. But SPY
did manage to register a higher high and a higher low. The study below was last seen in
the 7/16/15 letter and examines other times a pullback of this sort followed a series of
higher highs, lows, and closes. I’ve updated the results.

SPY makes at least 3 higher highs, lows, & closes. It then closes down on the day but still makes a

higher high & higher low. Close = 200ma. Buy on close. Sell X days later. $100k/trade. '93 - present.
. All: All: All: . Al Avg Al Max Al Avg All: Max All: . .
X ﬁglr.uh:_:t Total |Winning  Losing Pr};‘:!r.t::lle Winning Winning Losing Losing |Win/Loss Pruer‘tS‘F"édnr ﬁ}”};‘;g
Days Trades| Trades Trades Trade Trade Trade Trade Ratio

5| 2054722 30 19 11| 6333 157762 350284 85706 -280028  1.84 318 8843
| 4| 2456634 30 22 8| 7333 143747 206206 8B225| 219122] 163 448 31888
3 30 21 9 7000 106740 276241 72808 254033 147 342 52875
2 30 24 5| 8000 73211 207328 110087 180457 066 317 40059
1 30 2 5| 7000/ 53553 139583) 31142 413782 172 401 281 44

There appears to be a strong propensity for the move up to reassume. Below is a profit
curve assuming a 4-day holding period.
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SPY makes at least 3 higher highs, lows, & closes. It then closes down on the day but still makes a
higher high & higher low. Close = 200ma. Buy on close. Sell 4 days later. $100k/rade. '93 - present.
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The upslope is impressive. | am a little put off by the fact that SPX closed up while SPY
closed down. | would have preferred if they both closed in the same direction. Still, this
study worthy of consideration and | have included it on the Active List.

| have updated the Aggregator chart below.
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#4 TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl =a=
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With tonight’s study included the green Aggregator Line held 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 below 0. The negative Differential Line
reading means SPX is overbought versus recent expectations. So expectations are positive
but 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 list, expectations are poised to remain positive on Thursday.
This could change if compelling new bearish evidence emerges. The Differential Pivot
will be 2142.81 on Thursday. That is 0.45% below Tuesday’s close. So for SPX to move
from overbought to oversold it will need to close down at least 0.45% on Wednesday.

More of the same tonight. Not seeing compelling bearish evidence and the market remains
overbought. It will pull back a bit at some point here. As extended as it is short-term, this
simply does not appear to be a scenario with strong reward/risk. 1 will continue to wait for
a more favorable opportunity to arise before putting new capital to work.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 7/11 — bullish

The intermediate-term outlook was last updated in the 7/11/16 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 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.

Current Open Trade Ideas

Symbol Entry Date |Entry PricqCurrent Price |% Gain/Loss |[Stop |Notes

XIV(1/2) 6/14/2016 $24.70 $29.38 18.95% Aggressive VIX

Expectations are positive and 1-2 month futures contango is very big at over 13%. | like
my X1V position and will look to ride it a while longer.
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