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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

April 20, 2017 Volume 10 Issue 74

Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Long 100% Long XIV Flat

Tonight’s Research Points

¢ Intermediate-term lows in HV without highs in price are often followed by a price
decline.

Short-term Outlook
The Bottom Line
The Aggregator is now neutral, and | am too.
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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, 2017 HV 3x 20-day lows. No SPX 20-high 1-5 days Bearish -2.20% 1.15% 2.05%
April 19, 2017 20-low. 1-day bounce, then inside down[1-3 days Bullish 2.75% -1.60% -3.60%
April 18, 2017 Unfill up close < 10 > 200ma 1-4 days Bullish
April17, 2017 System 110524 1-7 days Bullish
April 13, 2017 Gap to 5-day low. More selling. 1-6 days Bullish
April 12,2017 VIX100-high. SPXno 100-low. 1-7 days Bullish 2.90% -2.25% -4.85%
Active - Long Term
April 19, 2017 20-low. 1-day bounce, then inside down|[1-10 days Bullish 4.80% -2.50% -6.30%
March 29, 2017 20-low to 4-day high 1-20 days Bullish 3.40% -2.70% -5.40%
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

The Evidence

Wednesday started off well, but the market finished mixed. The SPX fell 0.2%, the
NASDAQ rose 0.2%, and the Russell 2000 gained 0.4%. Breadth was negative as the
NYSE Up Issues % was 46% and the Up Volume % came in at 36%. NYSE volume rose
some from Tuesday’s level.

Despite choppy action lately, SPX posted a 20-day low in historical volatility (HV) on
Wednesday. HV often makes lows when the market is making new highs and participants are
getting complacent. It is unusual to have historical volatility so low without SPX highs. The
study below was last seen just recently in the 4/10/17 letter and it looks at repeated instances
of 20-day lows in HV without price highs. It triggered again on Wednesday and | have updated
the results.

20-day historical volatility makes a 20-day low for at least the 3rd time in the last 10 days.
SPX has 0 20-day highs in the last 10 days. Hist Vol is < its 100ma.
Buy SPX on close. Sell X days later. $100k/trade. 1999 - present.
X | A AL e | sl At A A e | e
Da}"S Frofi Irades| Trades | Trades P Trade Trade Trade Trade Ratio FIOILREET| TEiE
10 -32, 784 80 27 13 14 4315 180958 409031 -383637 -9243458 0.4z 039 -121424
9 -28803.21 27 12 15 44 44 509.57 398743 -3,181.54| -5 24430 A7 0.38 -1,085.60
& -42861.08 29 1 18 37.93 4100.25) -3,13881| -7 573.44 0.40 0.24 -1471.07
7 =30 11423 3 13 18 4194 442543 -25058.40| -5959.52 0.48 0.33 -5971.43
6| -22 733.09 32 14 18 4375 4M5.05 -2140.05| -5872.64 0.53 0.41 -710.41
5|-3172775| 33| 12| 21| 3638 7. 235152 -2,04069| 494340 0.45 0.26| -951.45
4|-z0235.44| 36| 14| 22| 3888 73.39| 3291.12| -1857.40| -5769.55 0.79 0.50| -562.10
3 -21,027 18 39 15 24 38 46 380.76 2634582 -1,739.11 4 453 63 79 0.50 -539.16
2|-16,679.03 43 pal 27 4375 92569 2957 13| -1,337.72 3,551.76 0569 0.54 -347 43
1 5,923 .92 63 25 39 42 65 892318 2386110 -854.13 3,006.10 1.07 0.79 -101.90
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The stats all suggest a downside edge. Below is a profit curve using a 5-day exit strategy.

20-day historical volatility makes a 20-day low for at least the 3rd time in the last 10 days.
SPX has 0 20-day highs in the last 10 days. Hist Vol is < its 100ma.

Buy SPX on close. Sell 5 days later. $100k/trade. 1999 - present.
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Recent instances have seen the curve flatten out a bit. I’ll be keeping a close eye to see if the

downside edge continues to flail or whether it reasserts itself. For tonight I have included it on
the Short-Term Active List.

| have updated the Aggregator chart below.
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# TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index B o=
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With tonight’s study to consider the green Aggregator Line remained above zero. Positive
readings mean net expectations from the Active List are for upside over the next few days.
Meanwhile the black Differential Line dipped 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 changed from long to flat at the close.

The current list of studies is set to leave expectations positive on Thursday. Of course, this
could change if compelling new bearish evidence emerges. The Differential Pivot will be
highly inverted at 2357.00 on Thursday. That is 0.8% above Wednesday’s close. An
inverted pivot means that the Differential Line will cross through zero if SPX closes flat.
In this case, SPX will need to close up at least 0.8% in order to remain overbought versus
recent expectations. Anything shy of that will see SPX turn oversold as of Thursday’s
close.

| exited my long index position at the open on Wednesday, so | am now flat. With the
neutral Aggregator | am not inclined to get back in just yet. With the large inverted pivot
there is a decent chance that the Aggregator formation will turn back to bullish. But | am
not going to jump the gun and look to buy anytime tomorrow, especially with tonight’s
study being bearish. For now, | will wait and be ready for when the next favorable
reward/risk opportunity arises.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 4/17 — bullish

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. |
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 Price|Current Price |% Gain/Loss |Stop Notes

SPY(1/4) 4/13/2017| $233.64 $234.52 0.38% sold on open
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