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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

July 31, 2018 Volume 11 Issue 146

Market Overview

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

Signals Overview
Aggregator CBI Reading
Long 2

Tonight’s Research Points

e 3 down days going into a Turnaround Tuesday appears bullish.
3 down days from a 50-day high that closes < 10ma but above 10-day low suggest
an upside edge.

e The first drop below the 10ma in quite a while will often be followed by another

leg up.

Short-term Outlook
The Bottom Line
The Aggregator is bullish. 1 am looking to take on some long exposure and take advantage

of a bounce.
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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 31,2018 SPY dn 3 days fm 50-hi. <toma >10 low|1-4 days Bullish 1.60% -0.90% -1.80%
July 31,2018 SPX 15+ days over 10ma, then below 1-2 days Bullish 0.90% -0.60% -1.30%
July 31,2018 SPX down 3 days. Today is Monday 1-8 days Bullish 2.10% -1.30% -2.50%
Active - Long Term
July 10,2018 SPX up 2%in 3 days. HV Off < 0.25 1-19 days Bullish 4.20% -2.20% -4.80%
July 1,2018 SOMA reduction intensifies to $4o0billio1fint term Bearish
June 7,2018 SPX > 50-day Bollinger Band 1-50 days Bullish 5.00% -4.10% -7.80%
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

The Evidence

Monday was another substantial down day for the market. The SPX closed down 0.6%,
the NASDAQ lost 1.4%, and the Russell 2000 fell 0.6%. Breadth was mixed as the NYSE
Up Issues % was 45% and the Up Volume % came in at 53%. NYSE volume declined a
little from Friday’s level.

The pullback Monday managed to trigger a few studies suggesting bullish implications.
One notable is that that Monday marked the 3@ down day in a row. In the past, | have
documented both the tendency for the market to bounce 1) after 3 days lower, and 2) going
into a Tuesday. Inthe 3/21/17 letter | combined these concepts. Below are updated results.

SPX closes down for exactly the 3rd day in a row but = 200ma. Today is Monday.
Buy on close. Sell X days later. $100kitrade. 1988 - present.

X i All: fkll:_ AI!: All % AI!: A_vg AI!: r.'I.ax All: ﬁ_wg All: r._'Iax .AII: All AlL Avg
: Met Profit | Total [Winning| Losing Winning Winning Losing Losing Win/Loss

Da}fS Irades| Trades Trades FIOLETE Trade Trade Trade Trade Ratio FRLEDER TERE
10 64,752.15 60 43 17 71.87| 208515 520822 -149055 -4, 1.41 3.56| 1,079.20
9 70,781.05 60 45 15 7500 200575 502440| 129852 -3, 1.54 463 1179868
8 64,023.38 60 45 15 75.00( 1,82624| 5300.00| -121049| -3, 1.51 453 1,067.06
7 52,336.43 60 45 15 7500 156673 5234505 -1.211.10 3 1.29 3.88 87227
3 41,738.21 60 41 19 6833 1527.50| 4,399.00( -1,099.39 3 1.39 3.00 695.65
5 40,668.15 65 43 22 66.15 160197 4608.35| -128257 B 1.25 2.44 625
4 36,731.29 65 44 21 6769 141178 4690.50( -1,208.90 2 1.17 245 5
3 65 38 27 58.46| 1,311.01| 394055 -908.54 2 45 2.04
2 65 41 24 63.08| 108183 374445 79211 2 1.37 233
1 65 36 28 55.38 689.92( 220580 539.66 1 1.28 1.64

Results here appear to be quite bullish. The 8-day time period especially stands out. Below
is an equity curve showing how that holding period has played out.
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SPX closes down for exactly the 3rd day in a row but = 200ma. Today is Monday.

Buy on close. Sell 8 days later. $100k/trade. 1988 - present.
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The curve is nearly as straight as the arrow. This serves as some confirmation of the upside

edge suggested by the numbers. | have included this study on the Active List.

Another 3-day pullback study I found especially compelling can be found below. It also
considered the fact that the 3-day pullback was occurring right after a high was hit.
Additionally, it required that the pullback was deep enough to put it below the 10ma, but
not deep enough to see it at a 10-day closing low. It was last seen in the 6/23/17 subscriber
letter, and | have updated the stats.

Quantifiable Edges, LLC
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After closing at a 50-day high 3 days ago, SPY closes down far the 3rd day in a row. Close < 10ma
but = 10-day low. Buy on close. Sell X days later. $100k/trade. 1993 - present.
All: All: All: : ; : ; :
X All: Met Profit | Tetal |Winning| Losing £ ﬁ:nﬁ;g f"nfl:n:ql:ﬁ TlIJ:ik:g? J:*_'L;::gx Wirﬁﬂns& _— ]
Dag.rs Trades| Trades Trades FELELE Trade Trade Trade Trade Ratio FULFEERT) IR
10 43,516.92 45 30 16 §5.22 270 -1,754.93 -5 933.13 1.36 2.55 94502
9 g 45 M 15| 67.39 256| 2,038.47| 818292 1.07 222 @034
2 2 45 32 14 8957 8.08| -192561| -4499.25 1.12 255 91673
7 2 48 32 14 @957 258 -182076 -435431 1.08 247 81239
-] 45 45 32 14 89.57 536 -1,328.38 -2,140.14 1.43 327 91727
5 47 31 16 55.96 2894 107427 -3,453.71 1.53 2.95 718.14
4 47| 37[ 10| 7372 4350 -987.21| -3,07663 139 516 85637
3 47| 32 15| 6809 1283 43.50| -92824) 2027882 1.38 295 £77.48
2 47| 32 15| Ee.09 332.48| 105155 -2,781.35 0.38 189 29751
1 47 32 15 68.09 71917 060186 -812.25 -2,031.09 0.89 1.89 230.42

Under these circumstances, it appears bounces have been both reliable and powerful.
While much of the edge was realized in the first 4 days, there does seem to be some follow
through as far out as 2 weeks. Below is a look at the profit curve assuming a 4-day exit
technique.

After closing at a 50-day high 3 days ago, SPY closes down for the 3rd day in a row. Close < 10ma
but = 10-day low. Buy on close. Sell 4 days later. $100k/trade. 1993 - present.
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The curve appears to provide confirmation of the bullish tendency suggested by the stats
table.

The persistent uptrend of late has kept SPX above its short-term moving averages for an
extended period. Monday, after 17 consecutive closes above the 10ma, SPX dipped down
and closed below it. In the 9/26/17 letter | looked at performance following other instances
where SPX closed below its 10ma for the first time over 15 days. Results are updated
below.

After closing above the 10ma for at least 15 days in a row, SPX closes below it but = 200ma.
Buy on close. Sell X days later. $100k/trade. 1995 - present.

Al Al All: . Al Avg All: Max All: Avg Al Max All:

X All: Net Profit | Total Winning| Losing iy Winning Winning Losing Losing Win/Loss bk (BT
Days Irades| Trades Trades| ° 0% Trade Trade Trade Trade Ratio | Tonractor Trade
5 32,398.13 64 39 25 6094 148373| 350574 98749 | -4 45515 1.48 23 50622
4 27,259.32 64 42 22 6563 1,315.07| 320640( -127152| -5,07215 1.03 1.87 42593
3 2252292 64 43 21 6719 101172 280512 99908 -2110.50 1.01 207 351.92
2 19,538.55 64 41 23| 64.06 94478 268272 -83466| -2/18560 1.13 2.02 305.29
1 15,835.12 54 42 22 65.63 628.97( 2,097.92 -430.98 | -1,54224 1.31 2.50 247.42

58 of 64 instances (91%) closed above the entry price
at some point in the next week.

The numbers here all look solidly bullish over the next week. Below is the 2-day profit
curve.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952
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After closing above the 10ma for at least 15 days in a row, SPX closes below it but = 200ma.

Buy on close. Sell 2 days later. $100k/rade. 1995 - present.
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The strong upslope serves as some confirmation of the bullish edge.

| have updated the Aggregator chart below.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952
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With the bullish new evidence to consider tonight, the green Aggregator Line moved 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 very far above 0. The positive
Differential Line reading means SPX is strongly 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.

N

Based on the current active studies, expectations are set to remain positive on Tuesday. Of
course, this could change if strong new bearish evidence emerges. The Differential Pivot
will be 2851.65 on Tuesday. That is 1.75% above Friday’s close. So SPX will need to
post a very strong rally on Tuesday in order to change from oversold to overbought versus
expectations.

The studies tonight provide some fairly compelling evidence suggesting an upside edge.
And there is plenty of room to the upside to make profits before SPX would flip from
oversold to overbought. So reward/risk appears favorable. And while I do not have time
to cover it tonight, poor closes into month end will generally set up for rallies to start the
next month. And “poor closes” could mean several days down, or it could simply mean a
close in the bottom half of the daily range. | will therefore be looking to take on some long
index on Tuesday, and if the SPX struggles further on Tuesday, | may even look to add a
2" [ot.

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




Page8

Intermediate-term Outlook (2 weeks — 2 months) — updated 7/30— neutral, but
approaching mildly bearish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

OpenCatapult Triggers
F-1/3 @ $10.56 (bought @ limit)
F—1/3 @ $10.47 (buy @ limit) — not filled — cancel for now

Broad Market Large Cap CBI - 2(F-2)

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.

SPY — Buy Y4 index position at $279.95 LIMIT. Based on the short-term section
above, | am looking to start building an index position on Tuesday if I can get filled at
Monday’s close or better.

SPY — Buy ¥ index position at $279.50 LIMIT ON CLOSE IF SPY ALSO CLOSES
IN THE BOTTOM HALF OF THE DAILY RANGE. Also based on the short-term
section above, | will add a 2" lot if the SPX closes poorly another day heading into the
turn of the month.

Current Open Trade Ideas

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

F(1/3) 7/23/2018 $10.56 $10.07 -4.64% 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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