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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

August 16, 2018 Volume 11 Issue 158
Market Overview
Quantifiable Edges 1-day Risk/Reward Outlook | (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bulish  Bearish Buligh

Signals Overview
Aggregator CBI Reading
Long 2

Tonight’s Research Points

e The 1st 10-day low in a while is often buyable, but it has been less reliable when the
market is drifting sideways.

e The pattern of unfilled gaps suggested short-term bearish implications at one point,
but not any longer.

Short-term Outlook
The Bottom Line
There still appears to be a decent short-term bullish edge. | have a small long index

position and am still looking to benefit from a market 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
August 14, 2018 SPX bottom 10% rng. 5-low. Monday. [1-5 days Bullish 2.10% -1.00% -2.20%
August 13,2018 Dn 3 from 50-hi. Cls < 10ma & > 10-low [1-4 days Bullish 1.60% -0.90% -1.80%
Active - Long Term
July 1,2018 SOMA reduction intensifies to $40billio1fint 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

The Evidence

The market saw selling overnight, and a big gap down never recovered. The SPX
finished the day down 0.8%, the NASDAQ dropped 1.2%, and the Russell 2000 fell
1.3%. Breadth was negative as the NYSE Up Issues % was 33% and the Up Volume %
came in at 20%. NYSE volume rose some from Tuesday’s level.

There was a study from 9/6/17 that appeared in the Quantifinder that in the past had
suggested bearish implications. The setup looked at unfilled gaps down after unfilled
gaps up. The full description is on the updated chart below.

After leaving an unfilled gap up yesterday, SPY leaves an unfilled gap down. It closes < the
close 2 days ago and = 200ma. Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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As noted on the chart, the downside edge has not played out in recent times. So | am not
including this study on the Active List tonight.

The selloff Wednesday caused SPX to close at a 10-day low. It was the 1% 10-day low
close since 6/27. Prior to Wednesday, it had gone 33 trading days without closing at a
10-day low. In the 5/7/15 letter 1 showed some interesting studies that examined 10-day
low closes following a long drought. | have updated those studies tonight. This first
study looks at instances where SPX posted its first 10-day low in a while.

After going at least 30 days without closing at a 10-day low, SPX closes at one today. It also
closes = 200ma. Buy on close. Sell X days later. $100k/trade. 1980 - present.
X Al .AII:. AI!: : AI!: A.Vg AI!: r.'Ilax All: ﬁ.wg Al r..'lax lAII: Al Al Avg
All: Net Profit | Tetal Winning| Lesing Winning Winning Losing Losing Win/Loss
Days Irades| Trades | Trades| °Ta0®|  Trage Trade Trade Trade T |FORREE TERE
10 65, i 61 38 23 6230 270958 -1,59485 -535224 1.70 231
9 69,831.62 61 42 15 83.85 240874 -1,645823 ) 422731 1.45 3.23
a2 86, .50 61 45 16 TITT 213514 -1,848.91 -5 117.72 1.18 3.25
7 49, 34 61 41 20 67.21 2,111.39 -1,83718 | -8141.12 1.15 235
& 45 475 40 61 42 19 6385 179733 -1,57955| 411140 1.14 252
5 37, 3 61 41 20 67.21 1,602.52 -1,407.86| -3502.11 1.14 233
4 37, ] 61 43 18 7049 148378 -1,43512| -2516.80 1.02 244
3 18,372.95 61 38 23 6230 1,207.02 -1,195.48 | -4 454828 1.M 187
2 2,041.24 61 37 24 60.65 582 .88 -1,142.688 7,559.58 0.88 1.33
1 3,245.84 61 24 27 5574 £50.45 74514 2,200.08 0.92 1.18

But | also found in that letter that the setup worked much better when SPX had been
trending. To measure trend strength | used ADX. | broke down the setup to view times
ADX <= 20 vs times ADX > 20. Wednesday ADX closed at just 12.98. The tables
below are updated and show the difference between strong and weak ADX.
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After going at least 30 days without closing at a 10-day low, SPX closes at one today_ It also
closes = 200ma. 14-day ADX = 20. Buy on close. Sell X days later. $100k/trade. 1980 - present.

==

T T - A=

7368022 47 32 15
71,805.23) 47 35 12
67,860.80| 47 a7 10
4303245 47 34 13
4965162 47 36 "
42 580.46 47 33 14
40,239.13| 47 v 10
19,281.13| 47 32 15

8,780.17| 47 30 17

6,065.79| 47 28 19

All: All: All: .
X All: Net Proft | Total |Winning| Losing Prj:ﬂr.taupgle
Days Trades Trades |Trades

68.09
74.47
T8.72
T2.34
76.60
70.21
78.72
68.09
63.83
59.57

All: Avg
Winning
Trade
285744
251312
2,303.85
2,251.86
1,885.07
1,818.20
1,514.25
1,186.90
883.40
679.76

All: Max
Winning
Trade
12,395.76
10,528.82
10,554.45
774324
5,893.74
4 608.35
4 690.50
3,840.55
3,744.45
228760

All: Avg
Losing
Trade

-1,205.20
-1,346.17
-1,737.27
-2, 117.75
-1,655.54
-1,211.02
-1,578.80
-1,248.85
-1,160.10

-682.50

All: Max
Lesing
Trade

-7,559.56

-1,522.40

All:
Win/Loss
Ratio

2.38
1.87
1.33
1.06
1.14
1.50
0.96
0.85
0.85
1.00

All:
PrefitFactor

5.08
5.45
4.5
278
3.73
3.54
3.85
2.03
1.50
1.47

45 of 47 instances (96%) closed above the entry price
at some point in the next week.

Al Avg
Trade

1,567 66
152777
1,444.04
1,043.24
1,056.42
914.48
856.15
41024
208.08
129.06

After going at least 30 days without closing at a 10-day low, SPX closes at one today. It also
closes = 200ma. 14-day ADX == 20. Buy on close. Sell X days later. $100k/trade. 1980 - present.

X _ All: _AII:. AI!: All % AI!: A.'.rg AI!: I'|'I.a.x All: Avg All: I'|_'Ia.x .AII: Al Al Avg
All: Net Profit | Total |Winning| Lesing Winning Winning Lo=ing Losing Win/Loss
Days Frimteies e V8| fers Trade Trade Trade T |[ULAIEE TOEEE
10 -7,393.96 14 [ 2 42.85 1,867.51 2589112 -232488) 47453593 0.80 0.80 522814
9 -1,873862 14 7 7 50.00 1,8865.80 32088 218875 422731 0.87 0.87 -140.87
3 -1,284.00 14 ] & 57.14| 1,36043| 310728 -202955| -4503.89 0.67 0.29 -892.43
7 790.89 14 T 7 50.00 142508 254955 -131610 -227717 1.09 1.09 55.49
[ -4 17523 14 [ 2 42.85 127082 243210| -147509) -3,7922% 0.85 085 -298.23
5 -5,436.53 14 8 [ 57.14 721.05 1,838.78| -18574%| -3,032.40 0.39 0.51 -388.32
4 -291395 14 & a 4286| 118837 205458 125552 1594835 0.95 0T -208.14
3 -303.17 14 & ] 4286 131470 1,942.05) -1,089.55| -232047 1.20 0.90 -54 87
2 -338.93 14 T 7 50.00 920.54| 1,72580| -110033 -1,75330 0.89 0.89 -59.92
1 -2817.15 14 [ ] 42.85 740356 1,4581.93 -507 .41 -2,.200.08 0.82 081 20122
While it is just 14 instances, they certainly don’t appear to have the same bullish

inclinations of times when ADX > 20.

With this in mind | elected not to bank on the new low as a bullish indication tonight. No
new studies were added to the Active List.

| have updated the Aggregator chart below.

Quantifiable Edges, LLC

10 Boyden Rd., Medfield, Massachusetts 02052

781-956-6952
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Without any new studies to consider tonight, 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 also 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 stayed long at the close.

Based on the current active studies, expectations are set to remain positive on Thursday.
Of course, this could change if strong new bearish evidence emerges. The Differential
Pivot will be 2837.25 on Thursday. That is 0.7% above Wednesday’s close. Therefore,
SPX will need to close at least 0.7% on Thursday in order to change from oversold to
overbought versus expectations.

There still appears to be a bit of a upside edge. And there is again ample room to the
upside before SPX would turn overbought. So I plan to maintain my current small SPY
index position. But the lack of new bullish evidence the last couple of days leaves me
disinterested in taking on new positions. There was one new Catapult that triggered,
which | will look to take advantage of. But I will remain lightly allocated and patient
with my index exposure.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 8/13- neutral, but
approaching mildly bearish

The intermediate-term outlook was last updated in the 8/13 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

F—1/3 @ $9.46 (bought @ limit)
New

NFLX —1/3 @ $326.40 (buy @ limit)

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

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.

NFLX — buy 1/3 Catapult position @ $326.40 LIMIT. From the Catapult section
above, this will be the 1% of up to 3 possible lots for NFLX.

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss [Stop  |Notes
SPY(1/4) 8/13/2018| $282.10 $281.78 -0.11% Aggregator
F(1/3) 8/14/2018 $9.46 $9.45 -0.11% 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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