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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

November 8, 2018 Volume 11 Issue 217

Market Overview

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

Signals Overview
Aggregator CBI Reading
Flat 0

Tonight’s Research Points

e 3days up into a Fed Day has typically led to a strong Fed Day.
e The Follow Through Day Tuesday looks promising.

Short-term Outlook

The Bottom Line
Evidence is now leaning bullish but the market is overbought. This is leaving the

Aggregator neutral, and me sidelined.
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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

The market put in a big day on Wednesday. The SPX rose 2.1%, the NASDAQ gained
2.6%, and the Russell 2000 climbed 1.7%. Breadth was positive as the NYSE Up Issues
% was 77% and the Up Volume % came in at 75%. NYSE volume rose some, but still
came in below average.

Thursday is a Fed Day, with the Fed finishing their meeting and making a policy
announcement in the afternoon. In general Fed Days have been strongly positive days.
But both closes in the upper part of the daily range, and at intermediate-term highs can
reduce that upside edge. In the 10/29/14 subscriber letter | looked at the combination of a
close in the upper end of the daily range along with a 20-day closing high. I have updated
that study below.

Tomorrow is a Fed Day. SPY closes intop 25% of intraday range and at a 20-day high.
Buy on close. Sell Fed Day close. $100k/trade. 1993 - present.
radeStation Performance Summary Expand ¥

all Trades

Total Met Profit $652.15 Profit Factor 1.08
Gross Profit %$9,064.77 Gross Loss (58,412.6Z)
Total Mumber of Trades 25 Percent Profitable 44.00%
Winning Trades 11 Losing Trades 13
Even Trades 1

Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 1.27
Avg. Winning Trade $824.07 Awg. Losing Trade (3647.12)
Largest Winning Trade $1,522.40 Largest Losing Trade ($2,739.59)

The numbers here are nearly breakeven and not compelling. Below is the profit curve.
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Same story here. | see nothing compelling about this study.

Ironically, another study today suggested the move higher over the last few days may
actually improve Thursday's Fed Day outlook. The study requires at least three up days.
It was last seen in the 12/13/17 Letter, and is updated below.

Total MNet Profit
Gross Profit

Total Mumber of Trades
wWinning Trades
Even Trades

Avg. Trade Net Profit
Avg. Winning Trade
Largest Winning Trade

Tomaorrow is a Fed Day. SPY closes up for at least the 3rd day in a row.
Buy on close. Sell Fed Day close. $100k/trade. 1993 - present.

radeStation Performance Summary Expand ¥

All Trades

$15,969.60 Profit Factor G3.62)
$17,234.57 Gross Loss (31,264.97)
26 Percent Profitable (?3.08%]
19 Losing Trades 6

1
$614.22 > Ratio Avg. Win:Avg. Loss (4.20]
$907.08 Avg. Losing Trade ($210.83)
$3,383.38 Largest Losing Trade (3496.32)
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The average trade shown here is about twice as strong as the average Fed Day. Below is a
profit curve.

Tomorrow is a Fed Day. SPY closes up for at least the 3rd day in a row.
Buy on close. Sell Fed Day close. $100k/trade. 1993 - present.
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| also added a filter to view instances that also closed at 20-day highs. It reduced the
instances, but the results remained strong. So | decided to include this study on the active
list tonight.

Another notable bit of evidence that emerged on Wednesday was the fact that it qualified
as an IBD Follow Through Day (FTD). I have done a lot of research on FTDs over the
years. Much of that research can be found on the blog. Here is a link.

http://quantifiableedges.com/category/ibd-follow-through-day/
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One potential positive with today’s FTD is that it was accompanied by very strong
breadth. The study below is from the 2/15/18 letter. It noted that when very strong
breadth accompanied a FTD it increased the chances of success — both short and
intermediate-term.

Today is an IBD Follow Through Day and the 1-yr Up Issues % Rank == 95%.
Buy SPX on close. Sell X days later. $100k/rade. 1971 - present.

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

Al Net Profit | Total |Winning| Losing | “ * | Winning | Winning | Losing Posing | Windinss | (LHAE
Da',"'S Irades| Trades | Trades FIOETE Trade Trade Trade Trade Ratio FINLFTERD)  TELE
10 3165463 45| 26 19| 57.78| 296375 1082196 -2,389.63| -11,137.06 124 170 703.44
8| 3125226| 45| 27| 18| 6000 2.80566| 10,571.08 247225 -9.568.46 113 170 68448
8| 2513528 45| 24| 21| s5333) 314012 837232 239179 955420 1.31 150 55856
7| 2074892 45 26| 18| s778| 290618 959984 2411098 934030 1.21 165  &81.11
6 2370858 45 28 16| 6444 226147| 743754 261725 -7,343.30 0.35 157 528.81
5| 23m1a43] 48| 28] 17| 6222 2141.91| 4977.83 -2127.00) -5.410.30 1.01 185 529.21
4|  3zmarsz| 45| 28] 18| 64.44) 222039 530013 -187149 483259 113 204| 72994
3| 3188245 48] 30| 15| B6BE7| 203448 7,252.08| -1958.09 -4,359.81 1.04 208 70381
2| 2353297 45| 28| 17| 6222| 186671| 536723 -135794| -419525 123 202| s2407
1 17.02212| 45| 26 19| 57.78| 110537 381126 -61671| -1673.25 178 245 37827

39 of 45 instances (87%) closd above the entry price
at some point in the next week.

Results here still appear strong. Below is a 4-day profit curve.
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The persistent upslope is impressive, and serves as some confirmation of the upside edge.

If Wednesday’s breadth would have fallen short of the 95" percentile, the results would
look like those below (not updated since the last instance).

Today is an IBD Follow Through Day and the 1-yr Up Issues % Rank < 95%.
Buy SPX on close. Sell X days later. $100k/trade. 1971 - present.
All: All: Al : ; ; : ;
X All: Net Profit | Total Winning| Losing e mn’:l\;g mn:ﬁ ﬁlk_lll:lg:gg J|IK_I|I:|.*3hiIInE;.c Wirﬁﬂuss o ]
D‘Ei‘_u"S Trades Trades |Trades PR Trade Trade Trade Trade Ratio PO IS
10 3621.01 45 24 22 5217 894291 -3454.90| -24 54870 0.95 1.05
9 -3,523.98 45 22 24 47.83 10,103.37 | -328214| -18,385.06 1.04 0.96
& 9109.88 45 25 21 5435 934715 -3131.42 -17,48528 0.95 1.14
7 8811.97 45 27 19 58.70 561411 | -3,33 -12,495 18 0.80 1.14
[ 24 083.79 45 30 16 §5.22 5 -5,023.28 0.75 1.43
5 1260825 45 28 18 60.87 8 -7,789.18 078 1.22
4 2,429.34 45 23 23 50.00 7 -7,745.95 1.04 1.04
3 4 33891 45 | 25 4585 -5,2959 .32 1.08 0.91
2 5,057.54 45 20 26 4348 185145 -5,433.70 1.14 088
1 1,261.51 45 19 27 41300 1,081.35 -2 47586 1.51 1.06

As you can see, there is no discernible short-term edge here. From an intermediate-term
perspective, | would also note that breadth seemed to play a part there as well. When the
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Up Issues % Rank was > 95% then 24 of 45 instances (53.3%) managed to post
When breadth was not as strong on a FTD, then only 20 of 46
instances (43.5%) went on to successful rallies.

successful rallies.

Unusual about this FTD is that it occurred in conjunction with SPX making a new 20-day

high. This triggered the study below, from the 10/19/11 letter.

Today is an IBD Follow Through Day. SPX closes at a 20-day high.
Buy SPX on close. Sell X days later. $100k/trade. 1971 - present.

X
Days

20 40,662.71
19
18
17
16
15
14
13
12
L

All:
All: Met Profit | Total |Winning| Losing
Tradesz| Trades | Trades FOLELE

13
13
13
13
13
13
13
13
13
13
13
13
13
13
13
13
13

Al g

11 2 84,62
10 3 76.92
10 2 76.92
1 2 84.62
11 2 2482
11 2 B4.62
11 2 84,62
11 2 84,62
8 5 61.54
9 4| 89.23
7 6 53.85
8 5 6154
8 5 61.54
10 3 76.92
12 1 82.31
12 1 2.3
1 2 84.62
10 3| 7692
8 5 6154
8 5 61.54

All: Avg
Winning
Trade

All: Max
Winning
Trade
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All: Al Avg
Trade

774 3127.80
585 3101.88
999| 3,159.85

1368 3,027.13
4226 2857.75
63.37| 3,008.51
25899 3,173.60
2054 683.15
7.03 054.10
5.00 7311

2

2

1

3.05 1,
438| 148852

462 1

1

1

1

12.85 B89.65
19.23 581.51
45,99 174.27
16.73| 1,267.26
9.48| 1,210.66
5.59 B69.7
3.88 462710

Results here are impressive over both the short and intermediate-term

the short-term returns | have listed the instances below.

Quantifiable Edges, LLC

10 Boyden Rd., Medfield, Massachusetts 02052
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Today is an IBD Follow Through Day. SPX closes at a 20-day high.
Buy SPX on close. Sell 6 days later. $100k/trade. 1971 - present.

Date/Time

12/1/1971
12/9/1971

12/1/1978
12/11/1978
8/1/1984
8/9/1984
10/16/1985
10/24/1985
8/11/1986
B/19/1986
10/8/1986
10/16/1986

7/15/2009
7/23/2009
10/18/2011
10/26/2011
12/11/2012
12/19/2012
3/1/2016
3/9/2016

| 1/10/19
18/19

A 50 ONE

Signal

Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell
Buy
Sell

Avg Runup: 2.6%

Price

£95.54
£96.96
£94.71
£95.33
£96.28
£97.11
£154.08
$165.54
£187.97
£188.50
£240.67
%$246.50
£236.67
£239.52
£1,485.00
£1,488.42
£1,370.15
£1,354.49
£932.68
£976.29
£1,225.38
£1,242.00
%£1,427.84
£1,435.81
£1,978.35
£1,989.26

Avg Drawdown: -0.8%

% Profit

1.49%

0.65%

0.86%

7.44%

0.28%

2.42%

1.20%

0.23%

-1.14%

4.68%

1.26%

0.56%

0.55%

Run-up

Drawdown
£2,750.98
($847.26)
£1,877.90
($126.60)
£2,387.40
($944.58)
£7,658.20
£0.00
£780.57
($631.89)
£2,971.40
($132.80)
£1,477.00
($974.82)
£2,584.19
($1,123.59)
£1,194.48
($1,452.96)
£5,001.18
($559.61)
£2,524.77
($2,271.24)
£1,411.20
($1,117.20)
£1,539.00
($477.50)

The run-up to drawdown ratio here is quite impressive. I’ll also note that 10 of the 13

instances went on to have “successful” rallies. (“Success” means it either hit a new 200-day

high or at least rose 2x as much as it had already risen off the bottom.) The 3 instances whose

rallies did not succeed (circled in red) all saw run-ups of at least 2% before they eventually

rolled over and made new lows.

| have updated the Aggregator chart below.

Quantifiable Edges, LLC

10 Boyden Rd., Medfield, Massachusetts 02052

781-956-6952



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 evidence considered, the green Aggregator Line inched just above zero.
Positive readings mean net expectations are for upside over the next few days.
Meanwhile the black Differential Line dove below 0. The negative Differential Line
reading means SPX is overbought versus recent expectations. So expectations are
positive but SPX is overbought. 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 stayed flat at the close.

With the current active studies, expectations are slated to remain bullish on Thursday. Of
course this could change if compelling new bearish evidence emerges. The Differential
Pivot will be 2760.41 on Thursday. That is 1.9% below Wednesday’s close. So SPX
would need to close down a sizable 1.9% on Thursday to flip from overbought to
oversold.

The momentum going into the Fed Day could provide a small boost on Thursday. And
the Follow Through Day being accompanied by especially strong breadth and a 20-day
closing high seems to have quickly changed the outlook from the last few days. Of
course the overbought nature of the market reduces reward/risk. This is leaving the
Aggregator neutral, and it has me waiting for a more favorable entry opportunity before
putting new capital to work.

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

Copyright © 2018 Quantifiable Edges, LLC.
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http://quantifiableedges.com/numbered-systems-page/
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