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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

June 14, 2018 Volume 11 Issue 114

Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 0

Tonight’s Research Points

e SPY’s big outside day reversal pattern suggests a short-term upside edge.
e A down close on a Fed Day after closing at a 10-day high the day before is a setup
that has struggled in recent years.

Short-term Outlook
The Bottom Line
Evidence is pointing higher and the market is no longer overbought. There appears to be

a bit of an upside edge. 1 will have more confidence in a bounce if we get a bit more selling
on Thursday.
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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
June 14,2018 SPX 20-high then clos bottom 10% 1-10 days Bullish 2.10% -1.30% -2.60%
June 14,2018 SPY 3-hi, 3-low, 3 low close 1-5 days Bullish 1.80% -1.20% -2.40%
June 14,2018 SPX dn on Fed Day after 10hiyest 1 day Bearish
June 7,2018 VIX10%above 10mato 10%below 1-8 days Bullish 2.10% -1.20% -2.55%
Active - Long Term
June 7,2018 SPX > 50-day Bollinger Band 1-50 days Bullish 5.00% -4.10% -7.80%
May 7, 2018 NASDAQ leading int term Bullish
April 2,2018 SOMA reduction intensifies to $30billiof{int term Bearish
February 15,2018 FTD with moderate breadth & volume |int term Bearish
January 8,2018 1st 4 days of year close higher 1-250 days | Bullish 15.90% -5.70% -11.10%
April 26, 2016 Golden Cross int term Bullish
July 22, 2013 New High Divergence (Study of Tops) int term Bearish

The Evidence

After some indecision, the market decided it did not like the Fed announcement. The SPX
closed down 0.4%, the NASDAQ lost 0.1%, and the Russell 2000 dropped 0.3%. Breadth
was negative as the NYSE Up Issues % was 33% and the Up Volume % came in at 28%.
NYSE volume rose some from Tuesday’s level.

Before spending the last hour selling off, the SPX managed to make a new intraday
intermediate-term high. The new high followed by a poor and downward close triggered
the study below, which was last seen in the 12/1/16 subscriber letter. Results are all
updated.

SPX makes a 20-day intraday high and closes in the bottom 10% of its daily range.
Buy on close. Sell X days later. $100k/trade. 2003 - present.
All: All: Al . Al Avg All: Max Al Avg All: Max Al . .
X All: Net Profit | Total Winning| Loging Pr?ﬂrlt::rle Winning Winning Losing Lozing Win/Lozs Pruf?glﬁdur ’?t;:";g
Da‘_.I'S Irades| Trades Trades Trade Trade Trade Trade Ratio
10 40 657 45 40 30 10 75.00 1,808.51 4119.18| -1,35878| -3210.80 1.33 399 101869
9 3891668 40 31 9 TF.50 1,651.31 3613.36| -1,363.77| -3775.10 1.21 417 97292
i 33,192 .82 41 32 9 73.05| 160571 4433 34| -145554| -354384 1.10 3.90 931.53
T 25,815.88 42 33 5 T8.57 ) 1,441.82) 375194 157331 -4 15932 0.73 263 705.50
L] 28,205.80 43 34 9 79.07 | 1,24217| 3331.38) -1,55887| -2942.40 0.80 3m §55.94
5 16,816.42 43 31 12 72.09 950.51 2693.34| 105411 -3 568624 0.50 2.33 391.08
4 12,375.52 45 30 15 56.67 911.47 2,531.61 959780 -2332.44 0.91 1.83 2F5.01
3 14,032 43 45 29 16 54 .44 844 62| 215982 -653.85| -2,091.82 1.29 2.3 311.83
2 8,801.03 45 25 20 55.56 752,30 328348 -550.32) -1,575.22 1.44 1.80 195.58
1 5,652.70 45 30 16 §5.22 433.85 171072 551.43 ) -1,194.83 0.82 1.85 123.75
44 of 46 instances closed above the entry price at some point in
the next week. The 2 that failed triggered on 12/30/04 & 12/31/04.

Results here seem to suggest an upside edge over the next 1-2 weeks. Below is a profit
curve assuming an 8-day holding period.
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SPX makes a 20-day intraday high and closes in the bottom 10% of its daily range.
Buy on close. Sell & days later. $100k/rade. 2003 - present.
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The persistent upslope appears to confirm the upside edge suggested by the statistics. |
have added this study to the Active List.

SPY traded in a relatively wide range and closed down on Wednesday. The study below
was last shown in the 8/9/17 subscriber letter. It looks for the reversal day to engulf both
of the last two days, close at a three-day low, and still be above the 200ma. All results are
updated.

After closing up yesterday, today SPY makes a 3-day high, a 3-day low, and closes at the lowest level in
3 days. Close = 200ma. Buy on close. Sell X days later. $100k/rade. 1997 - present.
All: All: Al . Al Avg All: Max Al Avg All: Max Al . .
X All: Net Profit | Total Winning| Loging Prj;‘ﬂrltable Winning Winning Losing Lozing Win/Lozs Pruffglédur AT"}:;";Q
Dai"' Irades| Trades Trades Trade Trade Trade Trade Ratio
5 38,293.57 31 21 10 67.74| 195868 427350 -283.87 -892.80 6.90 14.49| 123528
4 24 98010 31 21 10 67.74| 1,54760 453388 -751.84 | -Z2123.52 2.06 4.32 805.81
3 873551 31 20 11| 6452 128461| 390334| -154151| 339378 .83 152 28179
2 575836 32| 18| 14| 5625| 1,184417| 324478 -1,11115| -3737.28 1.07 137 179.96
1 160659 32| 19| 13| 5038 63918 2350.84| -80367| -3900.03 0.80 1.18 53.02
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After the first couple of days there appears to be a strong and consistent upside edge. It is
notable that with 29 instances, the biggest loser when looking out 5 days was less than
0.9%. Below is a profit curve that assumes a 5-day holding period.

After closing up yesterday, today SPY makes a 3-day high, a 3-day low, and closes at the lowest level in
3 days. Close > 200ma. Buy on close. Sell X days later. $100k/trade. 1997 - present.
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The strong curve appears to be a nice confirmation of the bullish suggestion by the stats
table.

But not all evidence was bullish. The study below looked at other times SPX closed down
on a Fed after closing at a 10-day high the day before. 1 last discussed this setup in the
6/21/12 letter.
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all Trades

Total Net Profit
Gross Profit

($10,073.63)
$1,997.56

Total Number of Trades 15
wWinning Trades 4
Even Trades 0

Avg. Trade Net Profit
Avg. Winning Trade
Largest Winning Trade $938.07

Max. Consecutive Winning Trades 2

Yesterday SPX closed at a 10-day high. Today is a Fed Day and SPX closed down.
Buy on close. Sell next day's close. $100k/trade. 2009 - present.

radeStation Performance Summary Expand ¥

'. Ilglag

Profit Factor (0.17]
Gross Loss (512,071.19)

Percent Profitable

)

Losing Trades 11
Ratio Avg. Win:Avg. Loss 0.46
Avg. Losing Trade (51,097.38)
Largest Losing Trade (52,811.51)
Max. Consecutive Losing Trades 5]

This is a setup that has changed over the years. Prior to 2009, this setup often saw the
market move higher the next day. But the recent tendency has been decidedly downward.

Below is a look at the profit curve.

Yesterday SPX closed at a 10-day high. Today is a Fed Day and SPX closed down.
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With a low sample size, and only a recent tendency, | do not consider this a strong edge.
But it may be something traders want to consider, especially if the tendency persists over
the next few instances.

| have updated the Aggregator chart below.
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With tonight’s studies considered 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 rose back 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 O.
Therefore, the Aggregator signal turned long at the close.

With the current studies on the Active List, expectations are slated to remain bullish on
Thursday. This could change if compelling bearish evidence emerges. The Differential
Pivot will be 2792.60 on Thursday. That is about 0.6% above Wednesday’s close.
Therefore, SPX would need to close up at least 0.6% on Thursday to flip from oversold to
overbought versus expectations.
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There appears to be a bit of an upside edge based on the Aggregator. But although the
Differential is showing SPX as oversold, it still may be a bit too early to jump in. This is
only the 1%t down day from intermediate-term highs, and the indices still remain well above
their 10-day moving averages. | am not inclined to take on new exposure right here, but if
we close down again on Thursday and below the 10ma, that would be enough for me to
start scaling into a long index position.

Intermediate-term Outlook (2 weeks — 2 months) — updated 6/11—- neutral

The intermediate-term outlook was last updated in the 6/11/18 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
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.

SPY — buy ¥ index position @ $276.90 LIMIT ON CLOSE. Based on the short-term
outlook above. I will start scaling into an index position if SPY is able to close lower and
crack the 10ma.
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Current Open Trade Ideas

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

EWZ 5/30/2018 $35.33 $33.80 -4.33% Sell on close > $34.47

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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