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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

March 21, 2017 Volume 10 Issue 53
Market Overview

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

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Long 100% Long XIV Flat

Tonight’s Research Points

e 3 down days going into a Turnaround Tuesday appears bullish.

Short-term Outlook
The Bottom Line

Expectations are positive and after 3 days down the SPX is now oversold. | believe there
is a bullish edge and will be looking to take advantage of it.
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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 21, 2017 Down 3 into Turnaround Tuesday 1-8 days Bullish 2.15% -1.30% -2.40%
Active - Long Term
March 9, 2017 1st 10-day low in 30+ days 1-10 days Bullish 3.10% -1.95% -4.40%
January 9, 2017 NASDAQ Leading int term Bullish
April 26,2016 Golden Cross int term Bullish
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22, 2013 New High Divergence (Study of Tops) int term Bearish
Dropped Tonight
March 20, 2017 SPX down. Up Issue % > 55% 1 day Bullish

The Evidence

Monday was mixed and mild again for the market. The SPX lost 0.2%, the NASDAQ rose
0.01%, and the Russell 2000 climbed 0.5%. Breadth was negaive as the NYSE Up Issues
% was 41% and the Up Volume % came in at 38%. NYSE volume declined from Friday’s
opex-induced level.

It is notable that Monday marked the 3 down day in arow. In the past, | have documented
both the tendency for the market to bounce 1) after 3 days lower, and 2) going into a
Tuesday. In the 1/31/17 letter | combined these concepts. Below are updated results.

SPX closes down for exactly the 3rd day in a row but = 200ma. Today is Monday.
Buy on close. Sell X days later. $100k/trade. 1988 - present.

X | A A A s | A e tae At M A |
Dail"s Profi lrades| Trades | Trades e Trade Trade Trade Trade Ratio Profifactor|  Trade
10| 61,835.86 53 41 17 7069 212587 520622 148081 477300 1.44 346 108874

9 5342719 53 22 14 75.86| 198758 502440 135802 -3,556.80 1.48 450

8| 6147315 58 44 14 75.86| 180462 530000 128072 -3270.80 1.41 443

7| 5171888 53 22 14 75.86| 157653 534505 126058 -3357.00 1.25 393

6| 4268758 53 40 18 63.97 ST3T5| 438500 112570 -3,44470 1.40 3N

5| 4308565 61 40 21| 65.57| 1,749.08) 460835 -1279.88) -4,140.30 137 250

4| 3883016 61 42| 19| 6B.85 147360 468050 -1213.73 -2,964.25 1.21 268

3| 2924903 61 36| 25| 59.02| 139053 394055 -832.41| -2,63440 167 2.41

2| 2445685 &1 38| 23 6230 111623 374445 7R0.85 -2,95280 143 236

1| 821800 61 33| 27 5410 69975 220580 51334 189252 138 166

Results here appear to be quite bullish. The 8-day time period especially stands out.

is an equity curve showing how that holding period has played out.
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SPX closes down for exactly the 3rd day in a row but = 200ma. Today is Monday.
Buy on close. Sell 8 days later. $100k/trade. 1988 - present.
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The curve is nearly as straight as the arrow. This serves as some confirmation of the upside
edge suggested by the numbers. | have included this study on the Active List.

| have updated the Aggregator chart below.
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£+ TradeStation Chart Analysis - SSPX.X Daily [CBOE] S8tP 500 Index Bl aa=s
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With tonight’s study to consider, 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 shot above 0. The positive Differential Line reading
means SPX is now 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 above zero. Therefore, the Aggregator signal
turned long at the close.

The current evidence would leave expectations positive on Tuesday afternoon. Of course
this could change if compelling new bearish evidence emerges. The Differential Pivot will
be 2384.46 on Tuesday. That is 0.5% above Monday’s close. So SPX would need to close
up at least 0.5% on Tuesday in order to move from oversold to overbought.

So the pullback coming into a possible “Turnaround Tuesday” appears to be offering a
potential long opportunity. At this point | believe it appears to be an opportunity worth
pursuing. | will look to start scaling long into an index position.

Intermediate-term Outlook (2 weeks — 2 months) — updated 3/20 — bullish

The intermediate-term outlook was last updated in the 3/20/17 Letter. It can be found in
the most recent weekly letter on the website.
http://quantifiableedges.com/current-weekly-letter/
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Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

TGT - 1/3 @ $55.14 (bought @ limit)
TGT - 1/3 @ $55.02 (bought @ limit)
BRK.B —1/3 @ $172.82 (bought @ limit)
New

BRK.B - 1/3 @ $172.07 (buy @ limit)

Broad Market Large Cap CBI — 4(TGT-2, BRK.B-2)

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.

BRK.B — buy 1/3 Catapult position @ $172.07 LIMIT. This is from the Catapult
section above. It is the 2" of 3 possible lots for BRK.B.

SPY —buy % index position @ $236.77 LIMIT. This is based on the short-term
outlook above. I will look to scale into an index position with SPY.

Current Open Trade Ideas

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

TGT(1/3) 3/8/2017 $55.14 $54.37 -1.40% Catapult
TGT(1/3) 3/9/2017 $55.00 $54.37 -1.15% Catapult
BRK.B(1/3)] 3/21/2017] $172.30 $172.07 -0.13% Catapult
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