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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

March 22, 2018 Volume 11 Issue 56

Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 5

Tonight’s Research Points

o Weak closes at 5-day lows often lead to a bounce.
e Closing at a 10-day low above the 200ma on a Fed Day has almost always meant
gains for both SPX and NDX in the following days.

Short-term Outlook
The Bottom Line
Evidence continues to build, and the market is oversold. There appears to be an upside

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
March 22,2018 Fed Day. 10-low > 200ma 1-7 days Bullish 2.00% -1.10% -1.85%
March 22,2018 5-low, bottom 10% > 200 1-5 days Bullish
March 20, 2018 Gap 5-low, sell more > 200 1-5 days Bullish 1.80% -1.30% -2.70%
March 19,2018 Bullish opex week fails to materialize 1-5 days Bullish
Active - Long Term
February 15,2018 FTD with moderate breadth & volume [int term Bearish
January 16,2018 NASDAQ Leading int term Bullish
January 8, 2018 1st 4 days of year close higher 1-250 days [Bullish 15.90% -5.70% -11.10%
January 8, 2018 SOMA reduction intensifies to $20billiorint term Bearish
April 26, 2016 Golden Cross int term Bullish
July 22, 2013 New High Divergence (Study of Tops)  |int term Bearish

The Evidence

Wednesday saw the market put in mixed results after the Fed. The SPX lost 0.2%, the
NASDAQ fell 0.3%, and the Russell 2000 GAINED 0.6%. Breadth was positive as the
NYSE Up Issues % was 57% and the Up Volume % came in at 59%. NYSE volume
declined for the 3 day in a row.

The selling saw SPX close at its lowest level in over 2 weeks. Over the last several years
when SPX has closed near the bottom of its daily range and at a short-term low, it has
typically been followed by a bounce in the next few days. This can be seen in the study
below, which is updated from the 6/28/17 letter.

SPX closes in the bottom 10% of the daily range and at a 5-day low. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 2006 - present.

Al Al All: ; N : ;N ;
X AlL Net Profit | Total [Winning| Losing |- * m:nﬁ;g ﬁ:n:i:z TILQ:;? TL;iLE; Wirﬁﬂus& ik o
Da‘_.l'S Irades| Trades Trades FOLELE Trade Trade Trade Trade Ratio FIOLEZEID s
5 60,707.36| 102 67 35| 6569 1,757.47| 05,555.16| -1,629.81| -5132.88 1.08 2.08 595.17
4 5164527 108 89 a7 §509| 153388 52890.00| -1,55753| 552088 1.02 1.80 48722
3 4302050 113 73 40 54.60 1,241.32 4895.50| -1,18888 | -343754 1.04 1.80 380.71
2 3368950 123 70 53 5691 111676 442450 83931 -2726487 1.33 176 273.50
1 30,807.80| 134 85 49| 6343 77691 223060 -T18597| -407484 1.08 1.87 225.91

90% of instances closed above the entry price
at some point in the next week.

The stats here appear to suggest a pretty solid upside tendency over the last 12+ years.
Below is a look at the profit curve assuming a 5-day holding period.
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SPX closes in the bottom 10% of the daily range and at a 5-day low. Close = 200ma.
Buy on close. Sell 5 days later. $100k/trade. 2006 - present.
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Despite the sizable failure in early February, this curve looks impressive. The strong,
steady upslope serves as some confirmation of the bullish edge. | have included this study
on the Active List tonight.

What is especially interesting about the 10-day low close today is that it came on a Fed
Day. We know Fed Day’s are typically bullish. So to have SPX finish at a 10-day low on
a Fed Day is quite unusual. | devised the study below, which looks at prior instances when
the market was in a long-term uptrend.
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Today is a Fed Day. SPX closes at a 10-day low, but above the 200ma.
Buy on close. Sell X days later. $100k/trade. 1982 - present.
All: All: All: : : : : :

X Al Met Profit | Total |Winning| Losing REE ﬁ:n’:;i hA'Jl:n:lllx Tllzl.::gg ’T_lll:lsrli‘na; Wirfr\ﬂnss o bLEE

Dal_"ls Trades Trades Trades T Trade Trade Trade Trade Ratio ProfilFactar)  Trade
10 2621648 17 12 5| T0.59| Z48zg54| 494088 -715.05) -2,023.00 3.47 833 1,54215
] 27,554.08 17 15 2 8824 208804 478252 -184324 -Z21856.80 1.08 8.09| 162083
8 23,645.71 17 15 2| B8824| 186881 503116 -2,20074| -3406.08 0.85 6.37| 1,380.82
7 23,664.82| 17 15 2| B8824| 172009 3,741.36| -1,088.26| -1,641.60 1.61 12.08| 1,382.05
6 20,483.92| 17 14 3| 8235| 1,555.07| 3,976.98 -43588 -8904.28 357 16.66| 1,203.76
5 16,055.73| 17 13 4| T6AT| 1471.07| 324870 787.04 | -1,263.38 1.92 6.23 944,45
4 10,384 89 17 1 & 6471 128510 338793 -588.57 1,064.00 215 3.54 610.85
3 3,479.81 17 11 5 64Tl 685.31| 1,578.26 676.43| -1,809.38 1.01 1.86 204.69
2 86735 17 10 7| 5882 38012 1,056.00 -418.13 -706.68 0.93 1.33 56.80
1 366.01 17 11 5 84Tl 51671 1,119.44| -8852%| -1049.22 0.58 1.07 2153

The numbers are quite impressive, and point to a move higher over the next several days.
The suggestion is that the Fed Day decline is often an overreaction, and that the market is
likely to bounce. Below is a look at the profit curve, assuming a 7-day holding period.

Today is a Fed Day. SPX closes at a 10-day low, but abave the 200ma.
Buy on close. Sell 7 days later. $100k/trade. 1982 - present.
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That is a strong, steady move from lower left to upper right. This serves as some
confirmation of the bullish edge.

The NDX has been hit even harder than SPX over the last few days, and it also closed
Wednesday at a 10-day low. I ran the same study on NDX to see how it performed under
such circumstances.

Today is a Fed Day. NDX closes at a 10-day low, but above the 200ma.
Buy on close. Sell X days later. $100k/frade. 1986 - present.
X . All: .AII:. AI!: All % AI!: A_vg AI!: M_a.x All: ﬁ_wg All: I'|_'Ia.x .AII: Al All Avg
All: Net Profit | Total Winning| Losing Winning Winning Losing Losing Win/Loss

DaYS Irades Trades | Trades B Trade Trade Trade Trade Ratio Profitfactor)  Trade
10 23,915.894 16 12 4 T5.00 288133 6745.08| -2685.01 -518172 1.07 322 148475
5 25338.08| 18 13 3| 8125 270893 B8973.72| -3,20287| -582048 0.82 3.57| 158383
8 27,534.08 16 11 5 6875 308810 924336 -128521| -228620 2.40 527 172088
¥ 3775878 16 15 1| 9375 2609.21| 7,859.04| -1,379.44| -1,379.44 1.89 28.37| 2,359.92
] 2281115 16 13 3| 8125 222516 4,384.38| -2,03884| -3,746.16 1.09 473 142570
5 22,081.15 16 11 5 6875 238590 482328 -354.74| -184032 2.80 817 | 1,380.07
4 12,631.37 16 13 3| 8125 122380 251807| -1,08313| -1,756.16 1.12 485 789.45
3 8,363.46 16 10 6 6250 134802 24824 -852.78| -1,716.98 1.58 263 522.72
2 13,945.90 16 13 3 8125 134931 2,814 -1,187.03| -1,512.72 1.13 488 a871.87
1 878.28| 16 10 6 62.50 670.08| 2205 -953.58| -2,482.60 0.70 117 61.21

Numbers here are even stronger than SPX. Below I have listed all instances with their 7-
day returns.
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Today is a Fed Day. NDX closes at a 10-day low, but above the 200ma.
Buy on close. Sell 7 days later. $100k/trade. 1986 - present.

Date/Time Signal Price % Profit Run-up

Drawdown
5/19/1987 Buy $181.46 4.03% $4,611.87
5/29/1087 Sell $188.77 (£947.72)
7/7/1987 Buy $187.76 4.41% $4,569.88
7/16/1087 Sell $196.04 ($633.08)
3/23/1993 Buy $348.14 1.78% $4,316.48
4/1/1993 Sell $354.33 ($777.77)
2/4/1994 Buy $397.48 2.72% $2,934.19
2/15/1994 Sell $408.28 ($1,292.65)
9/26/1995 Buy $580.77 -1.38% $3,188.88
10/5/1995 Sell $572.75 ($4,155.52)
8/20/1996 Buy $662.87 1.24% $3,342.00
8/29/1996 Sell $671.10 ($660.00)
2/5/1997 Buy $887.39 1.41% $2,787.68
2/14/1997 Sell $899.91 ($3,511.20)
9/30/1997 Buy $1,097.16 4.65% $5,162.43
10/9/1997 Sell $1,148.21 ($709.80)
6/25/2003 Buy $1,188.33 7.87% $7,894.32
7/7/2003 Sell $1,281.89 ($690.48)
12/9/2003 Buy $1,383.66 3.44% $4,247.28
12/18/2003 sell $1,431.31 ($776.88)
1/28/2004 Buy $1,491.57 0.49% $1,073.34
2/6/2004 sell $1,498.95 ($2,047.52)
9,/20/2005 Buy $1,578.20 0.74% $815.85
9/29/2005 Sell $1,589.93 ($1,662.57)
3/15/2011 Buy $2,259.62 2.32% $2,461.36
3/24/2011 Sell $2,312.09 ($3,110.80)
10/24/2012 Buy $2,655.55 0.96% $1,715.32
11/6/2012 Sell $2,681.05 ($692.64)
1/29/2014 Buy $3,467.82 2.71% $2,668.96
2/7/2014 Sell $3,561.91 ($1,370.32)
11/2/2016 Buy $4,726.91 0.53% $2,706.48
11/11/2016 Sell $4,751.95 ($1,665.72)

Every instance saw a run-up of at least 0.8% from the entry point. And the lone loser after
7 days ran up over 3% before rolling over. The low close we saw on Wednesday simply
appears to be setting the market up for a bounce.

| 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 evidence considered, 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 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 above 0. Therefore, the Aggregator
signal stayed long at the close.

Based on the current list of active studies, expectations are slated to remain bullish on
Thursday. Of course this could change if strong new bearish evidence emerges. The
Differential Pivot will be 2734.17 on Thursday. That is 0.8% above Wednesday’s close.
So SPX will need to close up at least 0.8% on Thursday to turn from oversold to overbought
versus expectations.

While Wednesday disappointed the bulls, it did generate additional evidence suggesting a
bounce is likely coming soon. SPX is still oversold and there is ample room to profit before
it would flip to overbought. 1 have some long exposure already. 1 will look to take on
some more index exposure on Thursday if | can get filled at a decent price. With the NDX
being more oversold than SPX, and the Fed Day study showing strong numbers for NDX,
I will look to take my next lot of index exposure in QQQ rather than SPY. Lastly, I will
note that a couple of more Catapults triggered on Wednesday..
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Intermediate-term Outlook (2 weeks — 2 months) — updated 3/19- neutral

The intermediate-term outlook was last updated in the 3/19/18 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

OpenCatapult Triggers

KHC —1/3 @ $63.95 (bought @ limit)
KHC —1/3 @ $63.18 (bought @ limit)
CMCSA - 1/3 @ $34.57 (bought @ limit)
New

KHC - 1/3 @ $61.99 (buy @ limit)
CMCSA - 1/3 @ $34.49 (buy @ limit)

Broad Market Large Cap CBI — 5(KHC-3, CMCSA-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.

QQQ — buy ¥ index position @ $166.92 LIMIT. Based on the short-term outlook above,
| will look to take on some more index exposure — this time with QQQ if I can get filled
at Wednesday’s closing level or better.

KHC — buy 1/3 Catapult position @ $61.99 LIMIT. Based on the Catapult trigger
above. This would be the 3" and final lot of KHC.

CMCSA —buy 1/3 Catapult position @ $34.49 LIMIT. Based on the Catapult trigger
above. This would be the 2" of up to 3 possible lots of CMCSA.
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Current Open Trade Ideas

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

SPY(1/4) 3/15/2018| $275.30 $271.53 -1.37% *dividend adjusted current
KHC(1/3) 3/20/2018 $63.95 $61.99 -3.06% Catapult
KHC(1/3) 3/21/2018 $62.53 $61.99 -0.86% Catapult
CMCSA(1/3 3/21/2018 $34.55 $34.49 -0.17% Catapult

A complete list of Quantifiable Edges trade idea results since the inception of the letter in
2008 can be found here.

This report has been prepared by Quantifiable Edges, LLC and is provided for information purposes only. Under no circumstances is it
to be used or considered as an offer to sell, or a solicitation of any offer to buy securities. While information contained herein is believed
to be accurate at the time of publication, we make no representation as to the accuracy or completeness of any data, studies, or opinions
expressed and it should not be relied upon as such. Robert Hanna, Quantifiable Edges, LLC or clients of Quantifiable Edges, LLC may
have positions or other interests in securities (including derivatives) directly or indirectly which are the subject of this report. This report
is provided solely for the information of Quantifiable Edges, LLC clients and prospects who are expected to make their own investment
decisions without reliance upon this report. Neither Quantifiable Edges, LLC nor any officer or employee of Quantifiable Edges, LLC
accepts any liability whatsoever for any direct or consequential loss arising from any use of this report or its contents. This report may
not be reproduced, distributed or published by any recipient for any purpose without the prior express consent of Quantifiable Edges,
LLC.
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