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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

April 4, 2018 Volume 11 Issue 64

Market Overview

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

Signals Overview

Aggregator CBI Reading

Flat 0

Tonight’s Research Points

1% up, 1% down, and another 1% up is often followed by more upside the next day.
Strong moves up through the 200ma have often led to pullbacks in recent years.

e The reversal pattern from the 20-day low suggests the bounce could last a few
more days.

Short-term Outlook
The Bottom Line
Evidence is now mixed, but the bulls still seem to have a mild edge over the next few days.
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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
April4, 2018 1% Up through 200ma 1 day Bearish
April 4, 2018 1% up. 1% down. 1% up. 1 day Bullish
April 4, 2018 Gap up from 20-low. Fill then close up [1-5 days Bullish 3.10% -1.70% -2.10%
March 26,2018 SPX dn 1.5%+ 2nd time in a week > 200 [1-7 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 $20billioifint term Bearish
April 26, 2016 Golden Cross int term Bullish
July 22, 2013 New High Divergence (Study of Tops) int term Bearish
Dropped Tonight
March 23,2018 System 110524 1-7 days Bullish
March 27,2018 Top 25% rng close after 3x bottom 25% [1-5 days Bullish

The Evidence

Tuesday saw the market bounce with a solid afternoon rally. The SPX rose 1.3%, the
NASDAQ gained 1.0%, and the Russell 2000 closed up 1.3%. Breadth was positive as the
NYSE Up Issues % was 71% and the Up Volume % came in at 82%. NYSE volume
declined some from Monday’s level.

Evidence tonight same in a little bit mixed. The study below was from the Quantifinder. It
examined ping-pong activity like we have seen the last few days. It was last seen in the 1/27/16
subscriber letter. | have updated it below.

SPY closes up = 1%, then down = 1%, then up = 1%.
Buy on close. Sell next day's close. $100k/rade. 2000 - present.
radeStation Performance Summary Expand ¥

All Trades

Total Net Profit $32,352.45  Profit Factor (5.34
Gross Profit $39,808.67 Gross Loss (37,456.22)
Total Number of Trades 24  Percent Profitable 79. l?uf;:
Winning Trades 19 Losing Trades 5
Even Trades 0

Avg. Trade Met Profit $1,348.02) Ratio Avg. Win:Avg. Loss 1.40
Avg. Winning Trade $2,095.19 Avg. Losing Trade (51,491.24)
Largest Winning Trade %$4,377.20 Largest Losing Trade ($2,348.90)

Itis only a 1-day edge but the numbers look compelling. The profit curve is below.
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SPY closes up = 1%, then down = 1%, thenup = 1%.
Buy on close. Sell next day's close. $100k/trade. 2000 - present.
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While it has flattened out a little bit lately, that still appears to be a decent looking curve.
| have included this study on the Active List.

There was also another study that emerged with bullish implications that is worth review.
It required a sizable gap up, gap fill, and then move back up. It was last seen in the 2/12/18
letter. | have updated the results below.

Aifter closing at a 20-day low yesterday, SPY gaps up over 0.5% this morning, fills
the gap, and then close = 0.5% above yesterday's close. Close = 200ma.
Buy on close. Sell X days later. $100kitrade. 1993 - present.

X . All: .AII:_ AI!: Al 5% AI!: A.vg AI!: r.'I_ax All: ﬁ_wg All: I.I'Iax _AII: Al All Avg
All: Met Profit | Total |Winning| Losing Winning Winning Losing Losing Win/Loss

Days rrades| Trades Trades R Trade Trade Trade Trade Ratie Profifactor|  Trade
| 5 2147513 9 9 0| 10000 238613 5029.50 0.00 0.00 100.00 100.00 2,386.13
4 15,059.88 9 2 1 88.80 208553 440445 -14843%3 146438 1.41 11.28 1,673.32
3 9,832.82 9 7 2 7778 173840 308038 -1,16787 -1504497 1.49 521 1,082.54
2 6,687 82 9 7 2 77.78| 145827 285842| -1,755.04| -1,993.10 0.83 291 74420
1 1,659.16 9 5 < 55.55 34479 1486288 -541.20 -1695.38 1.32 165 184.35

Instances are quite low, but the initial results could not be any more bullish. Below is the
full list of trades with a 5-day holding period.
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After closing at a 20-day low yesterday, SPY gaps up over 0.5% this moring, fills
the gap, and then close = 0.5% above yesterday's close. Close = 200ma.
Buy on close. Sell 5 days later. $100k/trade. 1993 - present.

Date/Time Signal Price % Profit Run-up

Drawdown
8/18/1997 Buy $01.63 0.64% $2,023.88
8/25/1997 Sell $92.22 ($1,167.37)
12/22/1997 Buy $95.31 1.91% $2,035.06
12/30/1997 Sell $07.13 (%2,160.94)
8/5/1998 Buy $108.47 0.20% $1,052.52
8/12/1998 Sell $108.69 ($2,735.37)
8/11/1999 Buy $130.22 2.64% $3,474.51
8/18/1999 Sell $133.66 ($153.40)
7/21/2000 Buy $143.94 2.91% $3,123.00
8/7/2000 Sell $148.13 ($909.14)
5/19/2006 Buy $127.10 1.01% $1,006.08
5/26/2006 Sell $128.38 ($1,839.24)
11/2/2009 Buy $104.32 5.03% $5,086.98
11/9/2009 Sell $100.57 (£747.24)
4/14/2014 Buy $182.94 2.71% $2,081.16
4/22/2014 Sell $187.89 ($780.78)
2/9/2018 Buy $261.50 4.44% $5,279.24
2/16/2018 sell $273.11 $0.00

All 9 instances saw run-ups of at least 1%, and they all closed positive. This study appears
to be worth some consideration. | will also note that this study was found in the 4/15/14
letter without the 200ma filter. Since we are right near the 200ma, and instances are low
above, | thought it worth be worth looking at that version as well.

After closing at a 20-day low yesterday, SPY gaps up over 0.5% this maorning, fills the gap, and then
close = 0.5% above yesterday's close. Buy on close. Sell X days later. $100k/trade. 1993 - present.
All: Al All: . All: Avg All: Max All: Avg Al Max All: . .
X All: Net Profit | Total Winning| Losing Pr?:!r.t::ne Winning Winning Losing Loging Win/Loss Prnf:ts‘l-'"éctnr ATII};;\;Q
Days Trades| Trades |Trades Trade Trade Trade Trade Ratio

5|  so06107| 25 20 5| sooo| 301a72| 1036252 -2,06265 1.46 585 200244
4| 3757164 27| 20 7| 7407 279267 261168 1.07 306 139154
3| ig3ses2| 27| 17| 10| 6296 265069 -2,970.31 0.89 152| 568.84
2 432471 27| 15| 12| 5558 207394 -2,232.03 0.93 1186 180417
1 145493 27| 13| 14| 4815 187439 -1,844.43 1.02 094  -53.89

Numbers here are similarly strong, with a good number more instances. This serves as
more confirmation of the possible upside edge.
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There was one study that triggered from the 3/14/16 letter that examined strong moves
through the 200ma like we saw on Tuesday. It showed that the next day often sees the
market give back some of those gains. Updated stats can be seen below.

SPX gains ver 1% today and crosses over the 200ma on a closing basis.
Buy SPX on close. Sell next day's later. $100k/trade. 2010 - present.
radeStation Performance Summary Expand ¥

Al Trades

Total Net Profit (35,081.06) Profit Factor @
Gross Profit $2,925.77 Gross Loss ($9,006.83)
Total Number of Trades 20 Percent Profitable ( 25.00%:
Winning Trades 5 Losing Trades 5
Even Trades 0

Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 0.97
Avg. Winning Trade $585.15 Avg. Losing Trade (3600.46)
Largest Winning Trade $1,699.32 Largest Losing Trade (%3,5651.96)

The stats look quite bearish. Below is a look at the profit curve.

SPX gains ver 1% today and crosses over the 200ma on a closing basis.
Buy SPX on close. Sell next day's later. $100k/trade. 2010 - present.
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The cure is certainly choppy, but it actually looked quite impressive leading up to the last
instance. In general, it appears that the 1-day excitement that is seen on the strong break
through the 200ma is often a bit overdone, and that leads to a reversal the next day. Of
course the current setup is occurring after spending just one day below the 200ma. So it
may not be viewed the same as a setup where the market was under the 200ma for an
extended period of time. Notably, the last instance (which saw the market jump higher)
also came after just 1 day below the 200ma. | have included this study on the Active List,
but I am viewing it with a healthy amount of skepticism based on the current setup

| have updated the Aggregator chart below.

# TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl ==
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Tonight 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 dipped just barely below 0. The negative Differential Line reading
means SPX is slightly 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 turned flat at the close.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952



http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

Page 7

Based on the current list of active studies, expectations are slated to remain bullish on
Wednesday. This could easily change if compelling new bearish evidence were to emerge.
The Differential Pivot will be inverted at 2653.61 on Wednesday. That is 1.5% above
Tuesday’s close. An inverted pivot means that the Differential Line will cross through zero
if SPX closes flat. In this case, SPX is going to need to close up at least 1.5% in order to
remain overbought versus expectations. Anything less than that and it will be considered
“oversold” as of Wednesday’s close.

So expectations remain somewhat bullish. And while SPX is “overbought” as measured
by the current Differential value, it can only stay that way if it rises at least 1.5% on
Wednesday. So there does appear to be a moderate bullish edge. This is the 3™ attempt to
put in a bounce from around this area in the last 7 trading days. The previous 2 attempts
only lasted one day. SPY will string together a multi-day rally at some point. And when
it does that 2" day could be fierce as it scares some bears and ignites short-covering.
Evidence is mixed with regards to whether Wednesday will be that day. | have a small
amount long exposure at the moment. | am not looking to add anything to that.

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

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

OpenCatapult 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. 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.
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Current Open Trade Ideas

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

QQQ(1/4) 3/22/2018] $164.70 $157.26 -4.52% Aggregator

I will look for the following exit on the QQQ position: Exit QQQ if QQQ closes > $160.21
or SPY > $262.12 (10ma levels).

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.

Copyright © 2018 Quantifiable Edges, LLC.
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