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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

July 10, 2018 Volume 11 Issue 131

Market Overview

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

Signals Overview
Aggregator CBI Reading

Flat 0

Tonight’s Research Points

e Low 3/10 Offset HV numbers along with the 3-day rally suggest an upside edge
in the coming days and weeks.
e 3+ days of strong Nasdaq breadth are often followed by a down day

Short-term Outlook

The Bottom Line
The market is now strongly overbought, but bullish short-term evidence is still outweighing

bearish. This suggests poor reward/risk. The Aggregator is therefore neutral, and so am I.
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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
July 10,2018 SPXup 2%in 3 days. HV Off < 0.25 1-6 days Bullish 1.90% -1.30% -2.60%
July 10,2018 SOMA reduction intensifies to $30billior 1 day Bearish
Active - Long Term
July 10,2018 SPXup 2%in 3 days. HV Off < 0.25 1-19 days Bullish 4.20% -2.20% -4.80%
June 7,2018 SPX > 50-day Bollinger Band 1-50 days  [Bullish 5.00% -4.10% -7.80%
May 7,2018 NASDAQleading int term Bullish
April 2,2018 SOMA reduction intensifies to $30billioint 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
Dropped Tonight
June 29,2018 20-low cls. 20-low ID then up 1-7days Bullish 2.40% -1.65% -3.10%

The Evidence

Monday was the third strong day in a row. The SPX closed up 0.9%, the NASDAQ rose
0.9%, and the Russell 2000 gained 0.6%. Breadth was positive as the NYSE Up Issues %
was 64% and the Up Volume % came in at 69%. NYSE volume rose some from Friday’s

low level.

On Monday the Quantifiable Edges 3/10 Offset HV indicator came in very low, which is
fairly unusual considering we've seen a strong move higher over the last three days. This
triggered the study below, which I last discussed in the 12/24/15 letter.

SPX closes mare than 2% above its close of 3 days ago and = 200ma.
lts 3/10 Offset HV == 0.25. Buy on close. Sell X days later. $100k/trade. 1988 - present.
X All: _AII:. AI!: Al 5% AI!: A.vg AI!: r.'l_a.x All: 5\'9 All: Max _AII: Al
All: Met Profit | Tetal |Winning| Loging Winning Winning Lo=ing Lesing Win/Loss
Days T e piest AR Trade Trade Trade Terw | LR
20 268 28 21 7 7500 3 c2 93 -3623.38| -8,985.08 1.09 328
| 19 5.47 28 21 T 7500 395168 925 -2811.39| -7,554.72 1.41 422
12 B8 25 22 7 7586 3,72398 104 -3,208.08 ) -9,374.40 1.16 365
17 87 29 21 g 7241 3,51345| 108 -3,34082| -95,332.08 1.05 278
18 50 25 21 g 72.41 3,52748| 1085 -3,03182| -8,782.08 1.16 3.05
15 5 25 21 ] 7241 3,352.85| 874 -257640| -883200 1.30 342
14 2 30 22 ] 7333 258454 82 -223619| -6,83760 1.32 362
13 (] 30 20 10 6567 2, 54 -1,801.36 | -B8,352.48 1.66 332
12 43, 77 30 22 ] 7333 2, 5,14 -1, 74421 -5,02928 1.48 4.08
1 3 42 30 22 ] 7333 2 57 -209597 -6,749.78 1.18 3.20
10 3 .42 31 23 g 7419 2, 5,768, -2 216825 -5 22848 1.03 285
5 2 3 3 20 1 84.52| 2, 585548 1585952 -581780 1.45 264
2 18,870.3 k| 22 9 70897 1 416227 172311 -3,81950 0.91 222
7 21,306.57 32 24 ] 75000 1, 3938352 173121 422728 0.85 254
6 27,.261.12 33 25 8 75.76 4206.89 -1,790.41| -3,782.08 0.93 2580
5 24 258.07 33 25 7 7879 348158 188080 -2,842.40 0.77 2.85
4 19,075.11 33 21 12 63.64 281880 -1183.4% -2910.70 1.35 235
3 13,040.77 33 23 10 59.70 231572 148520 -3701.10 0.82 1.89
2 12,145.82 34 21 13 §1.76 2,451.78 -729683 -1,838.18 1.41 228
1 -338.47 35 18 18 50.00 1,857.24 -557.12) -2,158.58 0.97 087

All: Avg
Trade
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The numbers here all seem to suggest an upside edge. To get the 3/10 Offset HV indicator
that low while the market is rising so strongly generally requires some volatile activity
prior to the bounce. That volatile period will often pave the way for a continuation of the
rally. Of course, | also took a look at the profit curves. Below are curves assuming 6-day
and 19-day holding periods.

SPX closes more than 2% above its close of 3 days ago and = 200ma.

Its 3/10 Offset HV <= 0.25. Buy on close. Sell 6 days later. $100k/trade. 1988 - present.
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SPX closes more than 2% above its close of 3 days ago and = 200ma.
Its 3/10 Offset HV == 0.25. Buy on close. Sell 19 days later. $100k/rade. 1988 - present.
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Both of these curves look pretty solid. | have added this study to both the short and long-
term active lists.

Not only did we see gains for the 3" day in a row, but the NASDAQ put in some strong
breadth numbers. This triggered a study that looked at times Nasdaq advancers
outnumbered decliners by more than 3:2 for 3 days in a row. It suggested such persistent
lopsided breadth was about enough, and it was often followed by a down day. I last showed
the study in the 4/6/18 letter and have updated the results below.
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NASDAQ Advancers outnumber Decliners 3:2 for the last 3 days.
Buy SPX on close. Sell next day's close. $100k/rade. 1999 - present.

radeStation Performance Summary Expand ¥
All Trades
Total Met Profit (315,770.72) Profit Factor 0.
Gross Profit $13,395.69 Gross Loss ($30,166.41)
Total Mumber of Trades 75 Percent Profitable C41.33§-’;:
Winning Trades 31 Losing Trades 44
Even Trades 0
Avg. Trade Met Profit Ratio Avg. Win:Avg. Loss 0.63
Avg. Winning Trade $F43L12  Avg. Losing Trade (3685.60)
Largest Winning Trade %1,857.24 Largest Losing Trade (54,241.94)

The numbers imply a downside edge. | also produced an equity curve.

NASDAQ Advancers outnumber Decliners 3:2 for the last 3 days.
Buy SPX on close. Sell next day's close. $100k/rade. 1999 - present.
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It’s definitely choppy, but it has moved from upper left to lower right for a long time. And
| have shown this study for years, and it continues to make new lows. 1 believe it to be
worth consideration and I have included it on the Active List for tonight.
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| have updated the Aggregator chart below.
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With tonight’s studies being added, 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 is now far below 0. The negative
Differential Line reading means SPX is overbought versus recent expectations. So
expectations are positive but SPX is as overbought as we have seen in a good while. 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 stayed
flat at the close.

With the current studies on the Active List, expectations are slated to remain bullish on
Tuesday. This could change if compelling new bearish evidence emerges. The Differential
Pivot will be 2751.57 on Tuesday. That is 1.2% below Monday’s close. So SPX will need
to close down 1.2% on Monday in order to flip from being considered overbought to
oversold versus recent expectations.

The Aggregator is showing bullish expectations based on the 3-day time horizon. But the
1-day is actually negative. That is why you see the negative Reward/Risk reading at the
top of the letter for the 1-day timeframe. The window of opportunity is not large enough
for me to look to take advantage of it in the letter. But more nimble traders could factor
the possible negative bias into their decision making on Tuesday. The 3-day outlook is not
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near a favorable setup right now. | am going to need to see compelling bearish evidence,
or a substantial pullback in SPX before I will consider taking on new index exposure.

Intermediate-term Outlook (2 weeks — 2 months) — updated 7/9— neutral

The intermediate-term outlook was last updated in the 7/9 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 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

LOW(1/3) 7/5/2018 $94.87 $96.56 1.78% sold on open

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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