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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

September 5, 2018 Volume 11 Issue 171

Market Overview

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

Signals Overview
Aggregator CBI Reading
Long 0

Tonight’s Research Points

e The 1% low 5-day in over 2 weeks is often followed by a bounce, especially when
SPY is still above its 10ma.

Short-term Outlook
The Bottom Line
The Aggregator is leaning bullish. | don’t feel the edge is quite strong enough to warrant

a new index position.

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




Pagez

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
September 5, 2018 1st low in 2 weeks. C > 10ma. 1-3 days Bullish
August 31,2018 Big drop from 50-high 1-3 days Bullish 0.80% -0.70% -1.30%
Active - Long Term
September 5, 2018 1st low in 2 weeks. C > 10ma. 1-3 days Bullish
September 4, 2018 NASDAQleading int term Bullish
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

The Evidence

Tuesday saw the market pull back a little, but close well off the lows of the day. The
SPX finished down 0.2%, the NASDAQ fell 0.2%, and the Russell 2000 lost 0.4%.
Breadth was negative as the NYSE Up Issues % was 34% and the Up Volume % came in
at 32%. NYSE volume declined some from Friday’s level.

Tuesday was the 1% 5-day closing low for SPY since 8/15. Prior to Tuesday, it had gone
12 trading days without finishing at a 5-day closing low. But despite closing at a short-
term low, SPY did still close above its 10ma. This triggered a study from the 4/25/16
letter that | have updated below.

SPY closes at a 5-day low after not having done so for at least 10 days. Close = 10ma.
Buy on close. Sell X days later. $100k/trade. 1994 - present.

X Al Al All: . Al Avg AI!: r.'I.ax All: ﬁ_wg Al r._'Iax .AII: All Al Avg
All: Met Profit | Total Winning Losing Winning | Winning Losing Losing WinlLoss
Days Trades| Trades | Trades F‘rl:lfrtable Trade Trade Trade Trade Ratio FRLEDER TERE
10 4544472 48 34 14 7083| 179246 483966 -103564| 297216 1.73 420 867 60
5 42653 .41 48 36 12| 7500 163485| 528308 -135008) -3318T1 1.21 3563 858 61
8 38,853.46 48 35 13| 7282 1,55332| 473472 1198328 -2B02T1 1.30 3.50 B09.45
7 35,071.79 48 35 13| 7282 1557.14| 411822 149448 -347229 1.04 281 730.66
6 - 48 32 16| 6667 144048| 430728 926.20| -2,99238 1.56 an 651.58
5 48 32 16 6667 135754| 4, < -511.40| -3570.00 1.45 258 601.22
4 48 32 16 6667 122088| 314962 -815.85 | -247520 1.33 267 50863
3 48 34 14 7083| 110520 345240 -111245| -3,38378 0.93 241 458.38
2 11,813.55 48 30 18| 6250 84710 380872 82220 -3737.28 1.03 171 24512
1 4,868.74 48 26 22| 54417 726.53| 222548 83732 -3808.03 1.14 1.35 101.43

44 of 48 instances (92%) closed above the entry price
at some point in the next 5 days.

Results here suggest a solid edge over the next 1-10 days. About ¥ of the gains have
been realized in the 1% 3 days. Below is a profit curve for a 3-day holding period.
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SPY closes at a 5-day low after not having done so for at least 10 days. Close = 10ma.

Buy on close. Sell 3 days later. $100k/trade. 1994 - present.
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The strong steady upslope is impressive. | also ran a 10-day curve.
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SPY closes at a 5-day low after not having done so for at least 10 days. Close = 10ma.

Buy on close. Sell 10 days later. $100k/trade. 1994 - present.
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This curve is also impressive and helps to confirm the upside edge. | have added this

study to both the

short and intermediate-term active lists tonight.

| also ran the stats when the SPY closed below its 10ma, just to see what the difference
might be. That version can be seen below.

SPY closes at a 5-day low after not having done so for at least 10 days. Close < 10ma.
Buy on close. Sell X days later. $100k/trade. 1994 - present.
All: All: Al All: A All: Max All: Aw All: Max Al
X All: Net Profit | Total |Winning| Losing P:;‘l!r:t::ﬂe Winning Winning Ll:usingg Losing Win/Loss me::;__";dm ﬁ#t:‘;;g

Days Irades| Trades | Trades Trade Trade Trade Trade Ratio
10 60,04260| 112 &7 45| 5982 226 A0 -2,044.55 8,623.54 1.11 1.65
5 4712588 M2 65 47 5SB.04 207 ,933.76| -1861.43| -56709.56 1.1 1.54
2 4318183 12 68 43 80.71 1,8 890833 201818 7172.04 0.95 1.50
7 3307358 112 67 45 5882 136 5,851.52| -2,044.55 8,542.02 0.91 1.36
6 023 112 70 42| 6250 1607.24) 652392 -Z042.30 G 559.44 0.79 1.31
5 i2B4) 112 65 45| 5804 151073 610389 -1714.43| -4506.44 0.88 1.25
4 12 73 39 6518 132743 654143 -158051 -5311.82 0.84 157
3 112 63 48| 5625 120373 588816 -116487| -528584 1.03 1.33
4 112 61 S0 5448 996.03| 3,480.75 -908.63| -3,042.90 1.10 1.34
1 112 63 45 5525 7028 281220 -725.47 | -2887.08 1.08 137
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In this case, the edge appears to be much more mild than with the current setup where
SPY closed above its 10ma.

| have updated the Aggregator chart below.

#¥ TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index s -1 -] = Eoh=
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With tonight’s evidence 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 also moved 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.

Based on the current Active List, expectations are slated to remain bullish on Wednesday.
Of course, this could change if new bearish evidence emerges. The Differential Pivot
will be 2902.58 on Wednesday. That is 0.2% above Tuesday’s close. Therefore, SPX
would need to close up at least 0.2% in order to flip from oversold to overbought versus
expectations.
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So there appears to be a bit of an upside edge. But | am not quite convinced it is strong
enough to warrant a new index trade. With the SPX only mildly oversold and the
Differential Pivot so close by, there is not much room to the upside before it would flip
back to overbought and close out the long Aggregator signal. With just a neutral
intermediate-term bias | tend to demand a little more. If we pull back a bit more and
continue to see bullish evidence prevail | may look to get long in the next few days.

Intermediate-term Outlook (2 weeks — 2 months) — updated 9/4— neutral

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
None

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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