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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

August 30, 2018 Volume 11 Issue 168

Market Overview

Quantifiable Edges {-day Risk/Reward Outlook . Quantifiable Edges 3-day Risk/Reward Outlook .
Bearish Bullsh - Bearish Bulish

Signals Overview

Aggregator CBI Reading

Short 0

Tonight’s Research Points

e SPX is quite stretched on an intermediate-term basis, but that has led to more
intermediate-term upside in the past.

Short-term Outlook
The Bottom Line
Evidence is still pointing lower and the SPX is overbought. There still appears to be a

mild downside edge.
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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 29, 2018 VIXup > 2.5%. SPX 50-high midweek [1-2 days Bearish
August 28,2018 SPY 2 unfilled gaps up 50 day highs 1-3 days Bullish
Active - Long Term
August 30, 2018 SPX crosses over 50-day Bollinger Band |1-50 days  [Bullish 4.90% -4.10% -7.80%
July 1,2018 SOMA reduction intensifies to $40billior]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
August 27,2018 SPXup > 0.5%. > 10ma &200. Lowvol |1-3 days Bearish -1.60% 0.60% 1.25%

The Evidence

Wednesday was more gains and more new highs. The SPX finished the day up 0.6%, the
NASDAQ rose 1.0%, and the Russell 2000 gained 0.4%. They all finished at all-time
highs. Breadth was positive as the NYSE Up Issues % was 61.1% and the Up Volume %
came in at 61.2%. NYSE volume rose some from Tuesday’s level.

The action did not inspire anything in the way of compelling short-term evidence. One
study from the 6/7/18 Subscriber Letter that triggered today has some potential
intermediate-term implications, and it is fairly interesting, so | figured | would talk a little
about it. This study looked at the SPX closing price in relation to its 50-day Bollinger
Bands. In it | used 2 standard deviations in the Bollinger Band calculation. | used %b to
measure where we fell. For those unaware, %b simply measures the distance between the
2 bands. So a reading of 0 means price is right at the lower band. A reading of 100 is
right at the upper band. A reading of 50 would be right at the moving average being used
— in this case the 50ma. So a move 2 standard deviations above the 50ma would be a %b
reading of 100. An updated results table for this study is below.

SPX 50-day %Db crosses over 100,
Buy SPX on close. Sell X days later. $100k/trade. 1960 - present.

X All: .A”:. AI!: ! AI!: Alvg AI!: r.'Ilax All: ﬁ_wg Al I..'Iax lAII: Al Al Avg
Al Net Profit | Total Winning| Loging Winning Winning Losing Losing Win/Loss
Days Irades| Trades | Trades 0120  Frade Trade Trade Trade Ratin  |frompactor  Trade
50 186,243.13| 135 22 53 60.74| 4885127| 1540818 -400718| -15795.00 121 1.88 37958
45 157 707.50| 141 a1 50 5745 501564 1581857 414265 -2581278 1.21 163 1,118.49
40 168,245.75 146 82 58| 6027 4491.18| 1762467 -3913.41| -15540.70 1.15 1.74 7
35 2 154 93 81 60.39 4,025.4% 1578213 -3740.72| -13,617.00 1.08 1.64 7
30 72| 160 85 85 5938 334188 1152074 -3350.05| -10485.00 1.00 1.45 82317
25 .36 169 87 72 5740 3,01091| 10,859.94| -311258| -B3,732.16 0.97 1.30 402.08
20 58 180 103 77 5722 26529.48| 9501.30 0 -2740.87| -10,205.38 .96 1.28 332.15
158 3187 115 a2 5838 231908 724348 244787 -9763.44 0.95 1.33 23485
10 .08 220 137 23 6227 168379 8238.16| -218282| -9,13353 0.77 127 225.02
5 28| 268 154 114 5746 1,12259| 503081 -123548 -5817.77 0.87 1.18 97.54
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Results generally appear moderately bullish. They seem to suggest that the kind of
strong momentum that would have SPX closing above its 50-day Bollinger Band favors
more upside over a possible reversal. The “% Profitable” is not terribly high, but I
produced a profit curve below to see how the edge has played out over time.

SPX 50-day %b crosses over 100.

Buy SPX on close. Sell 50 days later. $100k/trade. 1960 - present.
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That’s a pretty steady upslope for a study without a very high “% Profitable”. Overall, I
like this study enough to add it to the intermediate-term active list.

| have updated the Aggregator chart below.
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##4 TradeStation Chart Analysis - $SPX.X Daily [CBOE] &P 500 Index
SSPX.X - Daity CBOE B=2,886.85 A=2930.34 Hi=2,916.50 Lo=2,85%8.40 W=1,706,356
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With tonight’s evidence considered, the green Aggregator Line again remained just
slightly below zero. Negative readings mean net expectations from the Active List are
for downside over the next few days. Meanwhile the black Differential Line is also
below 0. The negative Differential Line reading means SPX is overbought versus recent
expectations. So expectations are negative and SPX is overbought. This is considered a
bearish configuration. Bearish configurations are visible on the chart whenever both lines
close below 0. Therefore, the Aggregator signal stayed short at the close.

Based on the current Active List, expectations are slated to remain slightly bearish or
neutral on Thursday. Of course, this could change if new bullish evidence emerges. The
Differential Pivot will be 2888.40 on Thursday. That is 0.9% below Wednesday’s close.
Therefore SPX would need to close down 0.9% or more in order to flip from overbought
to oversold versus recent expectations.

Momentum is bringing back some intermediate-term evidence. We see this in tonight’s
study. I’ll also note that the NASDAQ is currently poised to take over leadership from
the SPX based on our NASDAQ/SPX 10-week RS indicator. This won’t be official until
the end of the week, but if the week ended on Wednesday, the NASDAQ would have
retaken the lead. So SPX will need to outperform by a substantial amount over the next 2
days to prevent this from happening.

Momentum is not helping short-term evidence, though. We still have bearish short-term
expectations and there still appears to be a bit of a downside edge. | have a small short
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position. | intend to maintain it for another day. With evidence not terribly strong and
the market clearly in an uptrend, 1 am not inclined to add to the short position at this time.

Intermediate-term Outlook (2 weeks — 2 months) — updated 8/27- slightly bearish

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.

None tonight.

Current Open Trade Ideas

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

SPY(1/4)(s) 8/27/2018| $288.86 $291.45 -0.90% Cover SPX close <= 2865.42

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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