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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

November 7, 2018 Volume 11 Issue 216

Market Overview

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

Signals Overview
Aggregator CBI Reading
Flat 0

Tonight’s Research Points

e The 10-day high on Tuesday is not necessarily a good thing for the bulls.

e The high price and low volume in SPY suggest a short-term dip is likely.

e Low volume at a 20-day high < 200ma has often been followed by short-term
drops.

Short-term Outlook
The Bottom Line
Evidence remains bearish, but the SPX is not overbought. So reward/risk is not great.

This is leaving me largely neutral.
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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
November 7, 2018 5-Low NYSEvol. SPX 10-hi < 200 1-5 days Bearish
November 7,2018 SPY 10-high. Low volume 20. <200 1-2 days Bearish
November 6, 2018 Inside day. Top 20% 10-day rng. < 200 |1-3 days Bearish
November 6, 2018 VIXupSPX up. Monday. < 200ma 1-5 days Bearish
October 30,2018 Turn Tues 20-low < 200ma 1-7 days Bullish
Active - Long Term
November 1, 2018 Best 6 Month During Pres Yr 3 1-6 months [Bullish 17.70% -3.10% -7.20%
October 25,2018 CBI 10+. SPX 50-day low 1-20 days | Bullish 7.40% -4.30% -8.40%
October 1,2018 Quantitative Tightening $50billion/mo |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 was a solid up day for the market. The SPX rose 0.6%, the NASDAQ gained
0.6%, and the Russell 2000 climbed 0.75%. Breadth was positive as the NYSE Up Issues
% was 62% and the Up Volume % came in at 64%. NYSE volume declined for the 5%
day in a row.

SPX closed at a 10-day high on Tuesday. New short-term (and intermediate-term) highs
will sometimes get traders excited. When the market is in long-term downtrend mode,
this excitement is often misplaced. In the 9/16/15 letter | showed hypothetical results of a
number of “systems” that looked to sell short when the SPX made X-day highs but was
below the 200ma. I have updated the results table of those little systems below.

SPX closes < 200ma but at a X-day high.
Sell Short on close. Cover on close < Y-day moving avg. 100%/rade.
All: All: All: . All: Avg All: Max All: Avg All: Max All: . .
x Y All: Net Profit | Total |Winning| Losing PrnT#tahIe Winning Winning Losing Losing Win/Loss Prnfjr:l-'"i.ac‘tur ﬁS:II_II.-:;\.;g
Trades Trades Trades Trade Trade Trade Trade Ratio

5 5 3214312 104 70 4 87 -2,598.84 §,743.92 0.70 1.43 366.76
10 10 4 43 33 15| 8875 -2147.28| -6,035.85 1.35 299 33322
10 5 59 43 16 7288 1,371.30 4,097.68 1.25 3.37 881.51
10 38 2T 11 71.05 1,8921.43 5,083.17 1.26 3.08 1,158.32

15 5 757.93 49 kT4 12 75.51 1,173.98| -4,058.40 1.35 418 913.43
20 10 23,450.45 2T 18 9| 6667 192637 | -5,083.17 1.18 235 868.54
20 5 31,034.33 38 2T 11 71.05 1,199,321 -4,058.40 1.37 3.35 816.69

Stats here are solid across the board. The Win Rate, Profit Factors, and Average Trade
stats all suggest a good chance at market dip. Hitting new short-term highs is generally
not something that bulls should get excited about while the long-term trend appears
down.
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The short-term high above the long-term average action triggered a few studies in the
Quantifinder. The most compelling ones also looked at the low volume. The study

below is updated

from the 3/9/10 letter.
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SPY closes at a 10-day high on lowest volume in 20 days. Close < 200ma.

Buy on close. Sell X days later. $100k/trade. 1993 - present.

All: All: Al _ Al Avg All: Max All: Avg All: Max All: . )

Total |Winning| Losing Pr?ﬂrlt::rle Winning Winning Losing Losing Win/Loss Prnf?l—'".adnr ﬁ}"};}?

Irades| Trades | Trades Trade Trade Trade Trade Ratio
19 9 10 4737 111324 240480| -249540| -5712580 45 0.40 -785.05
20 12 2 60.00 991.13( 1,838.30| -2519.01| -5316.90 0.38 0.57 -452 92
21 9 12 42.86 921.74| 239645 -1570.20| -6,431.25 0.59 0.44 -502.23
21 8 13| 3810 819.18( 1,574.20| -141549| -5350.20 0.58 0.36 -554.19
23 13 10 55.52 883.5 3,395.70| -1486.40| -B,357.80 0.60 0.78 -138.20

The stats point to a downside edge over the next few days. Below is a profit curve
assuming a 2-day holding period.
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SPY closes at a 10-day high on lowest volume in 20 days. Close < 200ma.
Buy on close. Sell 2 days later. $100kitrade. 1993 - present.
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Recent instances have not been great, but the curve still appears strong enough to take
this study into consideration.

Another study, from the 10/9/15 letter, also looked at the short-term high under the long-
term moving average. This one considered NYSE volume.

NYSE volume comes in at a 5-day low. SPX closes at a 10-day high but < 200ma.
Buy SPX on close. Sell X days later. $100kitrade. 1971 - present.
All: All: All: _ All: Avg All: Max All: Avg All: Max All: _ .
X All: Net Profit | Total |Winning| Losing Prﬁgﬁ::rle Winning Winning Losing Losing Win/Loss Prnf?llléctur %II.II'_;;";Q
Days Trades Trades Trades Trade Trade Trade Trade Ratio
5 -34 85929 S0 24 26 4800 1,.21710 4166.48| -248460| -5523.10 0.459 0.45 -597.39
4 -22.215.14 51 25 25 5088 137801 -232174| -5663.22 0.59 062 -435.58
3 -20,345.75 51 19 32 3725 1,081.51 24379 -1.278.08| -5681.40 0.85 0.50 -3859.02
2 -19,610.38 52 21 3 4038 112280 513887 138327 -528473 0.81 0.55 -377.12
1 -13,581.41 58 28 25 4828 583688 335037 103223 -888333 0.57 0.55 -234.33

Losses outsize gains here by a sizable amount, suggesting a possible downside edge. Below
is a profit curve for the 5-day holding period.

NYSE volume comes in at a 5-day low. SPX closes at a 10-day high but < 200ma.
Buy SPX on close. Sell 5 days later. $100k/trade. 1971 - present.
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The downslope has persisted for a long time.

| have updated the Aggregator chart below.
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With tonight’s evidence considered, the green Aggregator Line remained below zero.
Negative readings mean net expectations are for downside over the next few days.
Meanwhile the black Differential Line inched above 0. The positive Differential Line
reading means SPX is oversold versus recent expectations. So expectations are negative
but SPX is oversold. This is considered a neutral configuration. Neutral configurations
are visible on the chart whenever both lines close on opposite sides of zero. Therefore,
the Aggregator signal turned flat at the close.

With the current active studies, expectations are slated to remain bearish on Wednesday.
Some strong new bullish evidence would need to emerge to change this. The Differential
Pivot will be inverted at 2753.94 on Wednesday. That is 0.1% below Tuesday’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 0.1% to remain oversold.
Anything shy of that and it will be considered “overbought” versus recent expectations at
Wednesday’s close.
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So evidence is suggesting a pullback appears likely over the next few days. But the
market performance lagging expectations over the last few days reduces reward/risk
potential. If the market rallies, or even just holds where it is, on Wednesday, then there is
a good chance the Aggregator will finish with a bearish formation. | am not going to
jump the gun just yet. And with the often-bullish Fed Day on Thursday, that may be a
tough day to short. (More on that tomorrow night.) So I’ll continue to wait for a more
favorable reward/risk scenario for entry.

Intermediate-term Outlook (2 weeks — 2 months) — updated 11/5- slightly bullish
(changed from neutral)

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.
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Current Open Trade Ideas

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

IBM(1/3) | 10/30/2018 $119.64 $120.70 0.89% sold on open
IBM(1/3) | 10/31/2018 $115.40 $120.70 4.59% sold on open
IBM(1/3) 11/1/2018 $115.43 $120.70 4.57% sold on open

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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