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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

September 18, 2018 Volume 11 Issue 180

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 After 5 days higher the market pulled back Monday. When the market has been in
a similar position in the past, the 1-2 week timeframe has been strong.

Short-term Outlook
The Bottom Line
The Aggregator is long, but I am not yet ready to jump into the pullback this early.
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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
September 18, 2018 5 Up closes < 50 Then down. 1-5 days Bullish 1.70% -1.10% -2.10%
September 17,2018 Sep opex week if Sep positive 1-2 Days Bullish
September 17,2018 5 Up closes. Close < 50 high but > 200m|1-7 days Bullish 1.85% -1.20% -2.30%
Active - Long Term
September 17,2018 5 Up closes. Close < 50 high but > 200m|1-15 days Bullish 3.10% -1.75% -3.30%
September 14, 2018 8 days of split New Highs and Lows 1-25 days Bearish
September 10,2018 4+ Hindenburg Omen signals 1-35 days Bearish -6.50% 2.50% 4.50%
September 5, 2018 1st low in 2 weeks. C > 10ma. 1-10 days 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 $40billiorjint term Bearish
January 8, 2018 1st 4 days ofyear 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

Monday was a down day across the board. The SPX lost 0.6%, the NASDAQ declined
1.4%, and the Russell 2000 fell 1.1%. Breadth was mixed as the NYSE Up Issues % was
40% and the Up Volume % came in at 52%. NYSE volume dipped some from Friday’s
high level.

Monday’s decline triggered some bullish studies that looked at pullbacks after at least 5
consecutive up days. The studies below were last seen in the 9/6/17 Subscriber Letter. |
have updated the results.

After closing up at least 5 days in a row, SPX clases lower but = 200ma.
Buy on close. Sell X days later. $100k/trade. 1995 - present.
X Al .AII:. AI!: ! AI!: Alvg AI!: r.llax Al ﬁ.wg Al I.llax lAII: Al Al Avg
Al Net Profit | Total Winning| Losing Winning Winning Losing Losing Win/Loss
Days Trades Trades |Trades e Trade Trade Trade Trade Ratio FLFEER TR
10 86, a0 67 13 8375 5131.35| 134168 -3672.90 1.15 595 1.0
] 24 85 70 16 21.40 519549 135352 415140 1.12 4.90 5
2 75 a7 G4 23 73.56 4 873.08 -1282.45 4 874,10 1.30 3.61 B
T 58 a8 G4 24 7273 40 387475 | 137868 3,970.82 1.04 278 66
6 58 91 66 25 7253 1345862 430720 122408 363771 1.10 2.80 6
5 49 726817 9 63 28 6923 118718 425250 895.23 3,188,168 1.33 2.88 Sdig 4
4 50,202.80 91 g2 plat 8813 1,171.98 3,843.00 TT4.45 3,003.35 1.51 324 55168
3 30,171.08 91 60 H 65.93 918.08| 2797.08 805.50 2,852.01 1.14 221 331.55
2 20,203.48 91 60 Ky 65.93 755.91 2,480.28 81133 2,614,935 0.93 1.80 222.02
1 § 82722 91 59 3 5424 48858 1,751.19 57481 2,531.88 0.82 1.55 107 .99

Initially there appears to be a moderate inclination for a move higher. Once you get out 9-
10 days the upside edge appears very substantial. Below is an equity curve using a 10-day
exit strategy.
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After closing higher 5 days in a row, SPX closes lower but = 200ma.
Buy on close. Sell 10 days later. $100k/trade. 1995 - present.
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There’s some wiggle here but the periods of pullback have been short and mild. This
appears to confirm the bullish edge.

In that 9/6/17 letter | also filtered out times where the SPX had closed a 50-day high the
day before. 1 applied that filter again tonight and updated those stats.

After closing up at least 5 days in a row but not at a 50-day high, SPX closes lower but = 200ma.
Buy on close. Sell X days later. $100kitrade. 1995 - present.
Al Al Al ¥ ; ; ¥ ¥

X All: Net Profit | Total |Winning| Losing REE mnﬁ;g mn:‘:; F;«JL;’;:QQ JT_lllzl.*shillnﬂg}c Wirff\ﬂnss o BLEAVE

Da‘fS Trades| Trades | Trades [FOLETE Trade Trade Trade Trade Ratio FULFZEDY  ThEEE
10 28, 21 17 4| 8095 1,98424| 464411 -1327.35| -2,964.60 1.49 635 1,353.48
9 25, 21 17 4| 8095 1, 5 9| -153840| -3,251.34 1.23 521| 1,233.24
] 25, | 17 < 3095 1, 4770.45 1687403 403888 1.12 477 1,201.40
T 18, 21 18 3 85.71 1, 333582 250220 -3897082 0.57 3.41 861.69
6 18, 21 17 4| 80es| 15 273652 -151202| -338823 0.84 357| 88725
5 18, 21 18 3| a7 1, 259050 -134193| -3,188.16 073 439 89235
4 16, 21 17 4| 8095 1, 260040 -1,059.13| -2,494.80 1.17 497  801.41
3 21 15 g 7143 1, 2797.08| -1,111.18| -2,85201 0.97 243 45311
2 21 12 9| s7.14 248028 -1,01479| -2,455.11 0.80 1.07 30.93
1 | 13 g 61.90 718.31 -789.35| -2531.88 0.45 074 -78.15
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The 1% day or so is iffy, but after that the upside edge appears even stronger than without
the filter applied. The idea behind this study is that strong moves higher tend to weaken
before they roll over. The five days up suggest the move is strong. Since they rarely turn
on a dime, this 1st dip is not likely the end of the up move. And here is a look at the
equity curve assuming a 5-day holding period.

After closing up at least 5 days in a row but nat at a 50-day high, SPX closes lower but = 200ma.
Buy on close. Sell 5 days later. $100k/trade. 1995 - present.
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The strong upslope is impressive. I’ve added this study to the Active List.

| have updated the Aggregator chart below.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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With tonight’s new studies under consideration, the green Aggregator Line closed above
zero. Positive readings mean net expectations from the Active List for upside over the
next few days. Meanwhile the black Differential Line crossed 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 list of active studies, expectations are slated to remain positive on
Tuesday. Of course this could change if compelling new bearish evidence emerges. The
Differential Pivot will be 2909.89 on Tuesday. That is about 0.7% above Monday’s
close. So SPX would need to close down about 0.7% in order to turn from oversold to
overbought versus expectations on Tuesday.

With a bullish intermediate-term backdrop, | might be looking to start scaling into a
position here. But there is too much to be wary of to get me excited about jumping in just
yet.  With an extremely split market, a lagging NASDAQ, poor intermediate-term
seasonality, the approaching “Weakest Week” seasonality, large upcoming QT weeks,
and a CBI of 0, this is not a time for an aggressive entry. If a real pullback arrives, | want
to have plenty of cash on hand to take advantage of it. And even though tonight’s studies
were quite bullish, the 1% couple of days were not. So I will wait another day. Continued
selling and additional evidence could certainly get me interested in a long trade. 1’m just
a bit cautious early on.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 9/17— neutral

The intermediate-term outlook was last updated in the 9/17/18 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 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
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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