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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

September 20, 2018 Volume 11 Issue 182
Market Overview

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

Signals Overview
Aggregator CBI Reading
Long 0

Tonight’s Research Points

e The strong SPX and weak RUT suggests the SPX should continue to rally over
the intermediate-term.

Short-term Outlook

The Bottom Line
The Aggregator is bullish but it is tenuous. 1 still do not favor the setup enough to

consider new positions.
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Summary of Recent Active Studies (see Letters from listed dates for details)
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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 5 Up closes. Close < 50 high but > 200m|1-7 days Bullish 1.85% -1.20% -2.30%
Active - Long Term
September 20, 2018 RUT btm 25% 20-day rng SPX top 25% |1-40 days Bullish 5.60% -2.70% -5.30%
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 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

Wednesday was a mixed and (once again) mild day for the market. The SPX gained
0.1%, the NASDAQ lost 0.1%, and the Russell 2000 dropped 0.5%. Breadth was also
mixed as the NYSE Up Issues % was 44% and the Up Volume % came in at 66%.
NYSE volume spiked up to the highest level in a while.

| have spoken a fair amount lately about the “split” market, and how that has historically
been followed by declines. But not all kinds of splits are bad. Today we saw the SPX
rise while the RUT closed lower. That is not unusual on a 1-day basis. But it has now
been several weeks in which they have been heading in opposite directions. RUT closed
in the bottom 25% of its 20-day range on Wednesday while SPX closed in the top 25% of
its 20-day range. The study below is updated from the 11/14/17 letter. It looks at other
times where this occurred.

RUT closes in bottom 25% of 20-day range while SPX closes in top 25% of 20-day range.
Buy SPX on close. Sell X days later. $100kitrade. 1995 - present.
All: All: Al : ;I ; : K :

X All: Net Profit | Total |Winning| Losing | 2% % ﬁ:nﬁ;g ?nrl:n:i:z Tgi:gg TL;i‘nE; Wimuss tLE BLEE

Days Trades Trades Trades FELELE Trade Trade Trade Trade Ratio ==
50 248212 17 12 5| 7059 587817 1736082 -181118| -2,45072 365 B76 367542
45|  e328012) 18] 14 4| 7778 533584 1523103 -285998| 583312 1.87 653 351440
40 68,378.28 19 1F 2 20.47 4208.54| 15916.02| -1583.41 -2,953 44 265 22559 3,508.86
35 56 544 43 18 15 e 78.95 4 30210| 156868834 182177 -3,789.82 2.24 8.39 2,951.81
30 B005EE2| 19 1T 2| B9.4T 356,13 707.38 10.04 B532| 316057
25| 450E043| 19 18 4| 7EOS 85498 -2,245.18 374 14.03| 237264
20 3338100 19 14 =| 7388 259361 -5,058.36 1.28 357 1,755.84
15 32,2313 18 15 e 78.95 253028 -5108.23 1.08 4.06 1,686.38
10 2157483 23 16 7| BaST 208040 -5,893.04 1.09 248 93804
5| 1308761 24 10 14| 4167 970.01| -2,806.44 2.75 196 54832
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It appears the lagging RUT in similar circumstances has not been a drag going forward,
and that SPX has continued to flourish. Below is a look at a profit curve with a 40-day
holding period.
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RUT closes in bottom 25% of 20-day range while SPX closes in top 25% of 20-day range.
Buy SPX on close. Sell 40 days later. $100k/trade. 1995 - present.

Trade Number

The strong, steady upslope serves as some confirmation of the upside edge. 1 also
checked to see how the Russell 2000 did going forward.

RUT closes in bottom 25% of 20-day range while SPX closes intop 25% of 20-day range.
Buy RUT on close. Sell X days later. $100k/trade. 1995 - present.
All: All: All: : E E : :
X All: Net Profit | Total |Winning| Losing - M}}J:nﬁ;g ?x’l:nmﬁ Jﬂlilllufr:gg T_Ill:l,;.i‘nagx Wirﬁfus& tLE BLEE
Days Trades| Trades |Trades FELELE Trade Trade Trade Trade Ratio RRCHEE o
50 3z, 17 12 5| 70.5%| 585086 -7,459.03 | -13,291.46 0.78 188 1,
45 385, 13 13 5| 7222 530384 -5436.23| -16,401.84 0.82 214| 2
40 56, 19 13 &| 6842 SE05.19 -2717.48| -7,866.04 2.06 447 2,
s ag, 19 14 S| 7388 434327 1676 -4533.82 | -10,617.88 1.07 2599 273
30 52, 19 13 6| 6842 530338 15209.37| -2759.44| 798252 1.92 416( 27
25 1, 19 12 7| 6316 4,452.08 14,012.46| -317222| -10,952.76 1.41 241 16
20 7, 19 13 6| 6842 398459 12,067.11| -5796.83| -16,370.90 0.69 1.49
15 1,97 19 12 7| 8316 417292 1106883  -40241%| -814320 1.04 178 11
10 1,307. 23 11 12| 4783 351331 821502 -3,11161| -10,958.54 1.13 1.04
5 2,99 24 12 12| 50.00| 2,347.89| 7.317.04| -2,09869 -452455 1.12 112
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Numbers here also favor the long side.

But the performance does not appear as

impressive as for SPX. | have added the SPX version of this study to the intermediate-

term active list, where we continue to see numerous crosswinds.

| have updated the Aggregator chart below.

rﬁ TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index
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Once again tonight the green Aggregator Line remained above zero. Positive readings
mean net expectations from the Active List for upside over the next few days.
Meanwhile the black Differential Line also held 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 0. Therefore, the Aggregator
signal stayed long at the close.
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Based on the current list of active studies, expectations are slated to remain positive on
Thursday. Of course this could change if compelling new bearish evidence emerges.
The Differential Pivot will be inverted at 2899.44 on Thursday. That is 0.3% below
Wednesday’s close. An inverted pivot means that the Differential Line will cross through
zero if SPX closes flat. In this case, SPX is going to need to close down at least 0.3% in
order to remain oversold. Anything less than that and it will flip to overbought versus
expectations.

I generally view inverted pivots as opportune times to take profits if 1 am already in a
position. | do not view them as good setups for taking on new positions. While the
Aggregator suggests a bullish edge, that edge will only persist beyond one day if the SPX
closes down. So reward/risk is generally subpar. 1 will continue to wait for a more
favorable setup to emerge.

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
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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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