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Market Overview

Quantifiahle Edges 1-day Risk/Reward Outlook Quantifiable Edges 3-day Risk/Reward Outlook
Bearih Bullsh  Bearish Bulish

Signals Overview
Aggregator CBI Reading
Long 3

Tonight’s Research Points

e 3-day pullbacks & a 20-day low on a Monday have been a powerful hint of an

upcoming bounce.
o 3 lower highs, lows, and closes going into potential Turnaround Tuesday have
historically led to a bounce.

Short-term Outlook
The Bottom Line
The market is oversold, and evidence is suggesting a bounce is likely. Reward/risk

appears favorable for the bulls.
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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
October 9, 2018 Down 3, 20-low, Monday 1-4 days Bullish
October 9,2018 3 Lower High, Low, Close Mon QQQ 1-2 days Bullish
Active - Long Term
October 1, 2018 Quantitative Tightening $50billion/mo |int term Bearish
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%
August 30,2018 SPX crosses over 50-day Bollinger Band [1-50 days Bullish 4.90% -4.10% -7.80%
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

Monday was the 3" day in a row where a strong morning selloff was followed by a
partial bounce. The SPX finished down 0.04%, the NASDAQ fell 0.7%, and the Russell
2000 declined 0.2%. Breadth was mixed as the NYSE Up Issues % was 49.9% and the
Up Volume % came in at 67.6%. NYSE volume declined some from Friday’s level.

I've shown many times in the past that Tuesdays have a well-earned reputation for being
a day when the market will often halt a decline. The next couple of studies take the
Turnaround Tuesday tendency into consideration. This first one was from the 6/9/15
Letter. It combined 3 down days with a 20-day low and the Turnaround Tuesday.
Results are updated.

Today is Monday. SPX closes down for exactly the 3rd day in a row and at a 20-day low. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1988 - present.
All: All: All: ¥ M ¥ M ;
X AlL Net Profit | Total |Winning| Losing |- % m:n’:\i‘;g m:n:i:; T_lgg:;? T_lll:l.;i:'lﬂgx Wirﬁﬂuss L s
D‘a‘_-"S Trades| Trades | Trades FOETE Trade Trade Trade Trade Ratio PR THEEE
10| 2707118 14| 14| o 10000 193388 501683 0.00 | 0.00) 10000 100.00
g 2727994 14 13 1) 9286 210059 502440 2775 2775 7570 984.06
8 2055851 14 12 2| 8571 193795 530000 -134352 -22417% 1.44 862
7 1415822 14 11 3| 7857 1,68630) 534505 -1390.38 -1,358.00 1.20 439
8 1023714 14 11 3 7857 1,45451 ~1,357.50)  -3,496.50 0.75 274
5 1338192 15 1 4 7333 1,790.04 -1,427.14| -2,2887% 1.25 3.45
4 1387180 15 12 3| 80.00| 1,434.03 -1,178.84| -2,082.00 122 487
3 10,399.54 15 12 3 8000 132559 183584 251378 0.72 289
2 10,2992 15 11 4 7333 118769 555683 -1,704.00 1.0 495
1 553598 15 10 5| BBET|  B40.35 573.31 -1,692.52 1.47 293

There were just a small number of instances here. Still, 2 weeks out they’ve been a
perfect 14 for 14. And just a few days out the numbers are appealing as well. Below is
the full list of instances using a 4-day exit strategy.
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Today is Monday. SPX closes down for exactly the 3rd day in a row and at a 20-day
low. Close = 200ma.Buy on close. Sell 4 days later. $100k/trade. 1988 - present.
Date/Time Signal Price % Profit Run-up

Drawdown

11/6/1989 Buy £332.61 1.95% $2,037.00
11/10/1989 Sell £330.10 ($513.00)
8/19/1991 Buy $£376.46 4,70% $5,003.20
8/23/1991 Sell £394.16 £0.00
9/20/1993 Buy £455.05 0.57% $797.16
9/24/1993 Sell £457.63 ($1,186.98)
4/27/1998 Buy £1,086.54 3.17% £3,172.16
5/1/1998 Sell $1,121.02 ($464.60)
5/24/1999 Buy $1,306.65 -0.37% $823.08
5/28/1999 Sell $1,301.82 ($2,229.84)
8/2/1999 Buy $1,328.05 -2.09% $600.75
8/6/1999 Sell £1,300.29 ($3,056.25)
3/22/2004 Buy $1,095.44 1.15% $1,804.53
3/26/2004 Sell $1,108.02 ($762.58)
5/10/2004 Buy $1,087.12 0.79% $1,424.15
5/14/2004 Sell $1,095.66 (%982.80)
5/17/2004 Buy $1,084.08 0.88% $2,010.20
5/21/2004 Sell $1,093.59 $0.00
6/27/2005 Buy $1,190.69 0.21% $1,110.54
7/1/2005 Sell $1,194.44 (514.94)
3/5/2007 Buy $1,374.12 2.09% $2,594.16
3/9/2007 Sell $1,402.85 $0.00
1/27/2014 Buy $1,781.56 0.06% $963.76
1/31/2014 Sell $1,782.59 ($622.16)
6/8/2015 Buy $2,079.28 0.71% $1,715.52
6/12/2015 Sell $2,094.11 ($342.72)
3/27/2017 Buy $2,341.59 0.90% $1,210.86
3/31/2017 Sell $2,362.72 ($166.32)
2/5/2018 Buy $2,648.94 -1.11% $2,013.01
2/9/2018 Sell $2,619.55 ($4,301.25)
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While SPX finished down slightly on Monday, SPY was breakeven. So studies looking
for SPY to close down 3 days in a row did not trigger. But the study below has played
out well for both SPY and QQQ over the years, and the QQQ version did trigger on
Monday. Updated results are below.
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QA makes a lower high, lower low, and lower close for at least the 3rd day in a row. Today is Monday.
Close = 200ma. Buy on close. Sell X days later. $100kftrade. 2000 - present.

X All: All: Al _ Al Avg Al Max Al Avg All: Max Al

L . Al % S S . . : All: All Ay
Days | ALFSI Tl Mok Losg o Ve | Wions | Lesty | Lostn | Viless iy e
5 10,684 22 22 15 7 68.18 1,631.12 4 350.08| -198894| -3453.280 0.83 178 485 85
4 13,538.10 22 18 e 81.82 1,245.14 3,215.20 222312 -55985.30 0.55 2.52 §15.37
3 1672281 22 17 5 7727 1,50519| 4584337 -1 773.08| 554412 0.85 289 760.13
2 22 15 T 63.18| 1435038 4451.09 -83292| -1,999.08 173 370 T16.17
1 22 13 & 59.09| 1,18018| 415467 -394 48 2,118.31 1.30 21 380.28

21' of 22 instances (95%) closed above the' entry price
at some point in the next 4 days.

The bounces have been quite reliable. In all but one instance QQQ has managed to
bounce at some point in the next four days. Much of the edge has played out in the first 2
days. Below is the profit curve for a 2-day holding strategy.

QQQ makes a lower high, lower low, and lower close for at least the 3rd day in a row. Today is Monday.
Close = 200ma. Buy on close. Sell 2 days later. $100k/trade. 2000 - present.
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The long-time upward slope is encouraging. | have therefore included this study on 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 evidence considered the green Aggregator Line climbed above zero.
Positive readings mean net expectations are for upside over the next few days.
Meanwhile the black Differential Line 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 zero. Therefore, the Aggregator
signal turned long at the close.

With the current active studies, expectations are slated to remain bullish on Tuesday. Of
course compelling new bearish evidence could change this. The Differential Pivot will
be 2907.20 on Tuesday. That is 0.8% above Monday’s close. Therefore, SPX would
need to close up at least 0.8% on Tuesday to flip from oversold to overbought versus
recent expectations.

So evidence suggests a good chance of a bounce in the next few days. And upside
potential appears ample. The Aggregator is positive, and | believe reward/risk is
favorable enough to look to take advantage of the setup. I’ll be looking to get long some
SPY exposure on Tuesday if | can get a favorable fill.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 10/8— neutral

The intermediate-term outlook was last updated in the 10/8/18 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

LOW @ $110.78 (bought @ limit)
LOW @ $109.74 (bought @ limit)
New

DHR @ $105.61 (buy @ limit)

Broad Market Large Cap CBI — 3(LOW-2, DHR)

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.

DHR — Buy 1/3 Catapult position @ $105.61 LIMIT. From the Catapult section
above, this is the 1% of up to 3 possible lots for DHR.

SPY — Buy Yz index position @ $287.82 LIMIT. Based on the short-term outlook
above, I’ll be looking to take on some SPY exposure if | can get a fill at or below
Monday’s closing price.
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http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
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Current Open Trade Ideas

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

LOW(1/3) | 10/5/2018] $110.64 $109.90 -0.67% Catapult

LOW(1/3) | 10/8/2018] $109.52 $109.90 0.35% 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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