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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

November 13, 2018 Volume 11 Issue 220

Market Overview

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

Signals Overview
Aggregator CBI Reading
Long 3

Tonight’s Research Points

e 2 unfilled gaps down like we have seen the last 2 days have often been followed
by a bounce.

e Turnaround Tuesday is offering some compelling studies.
A down Fed Day and the next 2 days also down have led to a bounce nearly every
other time since 1982.

Short-term Outlook
The Bottom Line
With the studies looking bullish and the SPX oversold, the Aggregator is in a bullish

formation. 1 like reward/risk and am looking to start scaling into an index position.
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Summary of Recent Active Studies (see Letters from listed dates for details)-not
updated tonight

Avg Avg Avg DrawDn
Study Date Description Time span |Bias Run-up [DrawDn [-1Std Dev
Active - Short Term
November 8, 2018 FTD with 20-day high 1-6 days Bullish
November 8, 2018 FTD with strong breadth 1-4 days Bullish
November 7,2018 5-Low NYSEvol. SPX 10-hi < 200 1-5 days Bearish
November 6,2018 VIX upSPX up. Monday. < 200ma 1-5 days Bearish
Active - Long Term
November 8, 2018 FTD with strong breadth & 20-day high |int term Bullish
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

Monday saw sizable selling from the morning all through the afternoon. The SPX
finished down 2.0%, the NASDAQ lost 2.8%, and the Russell 2000 dropped 2.0%.
Breadth was negative as the NYSE Up Issues % was 27% and the Up Volume % came in
at 16%. NYSE volume declined some from Friday’s level.

In the 10/14/14 letter study | looked at the concept of Turnaround Tuesdays, which
suggests that Tuesday is the most likely day of the week for the market to reverse a
selloff. | found the old market adage really seemed to provide an edge. And while that
edge had been prevalent since at least the 60’s, it had become even stronger since 2000.
Below I’ve rerun one of the tests from that letter. In this case I looked for exactly 3 down
days in a row and today being Monday.

SPX closes down the the 3rd day in a row. Today is Maonday.
Buy on close. Sell X days later. $100k/trade. 2000 - present.
All: All: All: ; ;N : : I :
X | alk Netprofit | Total Wwinning| Losing | - * ?J:nﬁﬁ ‘::fl:n:i:g ﬂi:gg T_IL;EC wnﬂuss bLE GLERET
Days T g rreee ey (LI B S Trade Trade Trade Torp  |OTEERT) TNERE
10 60,143.71| 47 34 13| 7234 257297| 1381580 210547 543517 122 3.20
9 6720409 47 35 11| 7660 22381.30| 1120623 158380 543513 1.41 453
! 70,330.98 47 35 10| 7660 240377| 1128235 162045 445018 148 534
7 G2776.45 47 35 11| 7660 2,235.85| 1110417 161039 -5,995.52 1.39 454
5 50,591.33 47 32 15| 68.09) 2,097.63| 10,03453| -1,10219| -3,525.02 1.90 406
5 4734187 50 33 17| 66.00| 212491| 9572.31| -1340.01| -4,543.76 1.59 3.08
4 37,1064 50 36 14| 7200 181311 B881076| -1497.23| -4,440.87 1.08 277
3 28,401.55 50 30 20| 60.00) 169571 B8432.34| -1,123.49 -5308.04 151 225
2 2376578 50 33 17| 8800 119352 501823 91885 335750 130 252
1 20,618.45 50 32 13| B4.00) 1,02288| 472323 673.18 -2,680.15 152 2.70
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These results are quite compelling and suggest a solid upside edge. In the 10/14/14
subscriber letter 1 showed it has actually been a bit more powerful below the 200ma.
This is probably due to the heightened volatility below vs. above the 200ma. Below is an
updated look with the 200ma filter.

SPX closes down the the 3rd day in a row. SPX < 200ma. Today is Monday.
Buy on close. Sell X days later. $100k/trade. 2000 - present.
All: All: All: ; ¥ ¥ : ;

X All: Net Proftt | Total |Winning| Losing e hA'Jl:n}:;gg :fl:n:‘|:; J‘?_'L;\:gg Jﬂlk_lll:lshillna;( Wirﬁﬂus& G BT

Days T e D E| i Trade Trade Trade Ty ||CLTEEET| TUEIE
10 33,089.84 15 12 3 80.00| 412371 13,81590| -3,798.21| 543517 1.08 434| 2539.32
9 42 20227 15 12 3 20.00 4211.85| 11208.23| -2780.37| -54858.13 1.51 6§06 221348
] 45233 47 15 12 2 80.00| 4230953 1138235| -3,240.74| -4450.18 1.33 793 301556
T 4123414 15 12 3 80.00 420973 1110417 -3,08427 5,996.62 1.38 544 274394
[ 36,745.01 15 11 4 73.33| 353602| 1003453 -1,637.54| -3825.02 2.40 5.61 2445973
5 36,818.02 15 10 5 6667 4424M 9,572.31| 148442 -£360.51 2.98 596 245453
4 2827058 15 12 3 20.00 281078 -2,05510 -444027 1.44 B75 195137
3 22 600.46 15 10 5 6667 843234 1553863 3,408.93 1.95 3.9 1,506.70
2 16,101.12 15 10 5 86.67 5,018.23 -922.89) 1459992 224 445 107341
1 14,041.23 15 11 4 73.33 472323 117385 2,680.15 1.45 3.99 935.08

Additionally, I generated a profit curve using a 5-day exit strategy.

SPX closes down the the 3rd day in a row. SPX < 200ma. Today is Monday.
Buy on close. Sell 5 days later. $100k/trade. 2000 - present.
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This is a pretty solid looking curve.

In the 2/9/16 letter | showed another Turnaround Tuesday related study. It required the
Up Issues % close below 33.3% for at least the 2" day in a row. Results are updated.

NYSE Up Issues % closes < 33.3% for at least the 2nd day in a row. SPX < 200ma. Today is Monday.
Buy SPX on close. Sell X days later. $100kirade. 1993 - present.

All Al All : : : ;
X Al Net Profit | Total |Winning| Loging REE mn’:;g mn::; TL;:: T_llls':‘nﬂg Wiﬁm L AL
Days frades|Trades Trades | °'20°  Trade Trade Trade Trade Ratip | ofifacter  Trade
5 78,043.73 28 21 7 75.00 487426 1373346 -3 47368 -741455 1.40 421 278728
4 68,261.67 28 21 7 75.00 4,023.28| 1402011 -231818| -5,834.24 1.74 521 243782
3 51,721.00 28 21 7 75.00 3,51013| 1230485 -3141.87| -11,502.27 1.12 3.35| 184718
2 47,071,861 28 22 ] 7857 260878 9, 9 -1,720.24 -5/167.38 1.52 5.56| 168113
1 48 828.40 28 22 6 7857 2,5002% 10,716.03| -1,012898 -2680.15 247 805 174744

All 28 instances closed above the entry price
at some point in the next 4 days.

This appears to have been a powerful combination. The curve below assumes a 1-day
holding period (Turnaround Tuesday.)
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NYSE Up Issues % closes = 33.3% for at least the 2nd day in a row. SPX = 200ma. Today is Monday.
Buy SPX on close. Sell next day's close. $100k/trade. 1993 - present.
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Here again we see a strong, consistent upslope that confirms the bullish tendency.

Both Friday and Monday saw SPY leave an unfilled gap down. That is fairly unusual. In
the 1/4/16 letter | looked at times SPY gapped down 2 days in a row. | have updated that
research below.
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SPY posts unfilled down gap today and yesterday. Close < 200ma.
Buy on close. Sell X days later. $100kitrade. 2002 - present.
All: All: All: . All: Avg All: Max All: Avg All: Max Al ) )
All: Met Profit | Total |Winning| Losing iy Winning Winning Lo=ing Losing Win/Loss ) )
X Pr};ﬂrt:gle Pro f:tkl-'"a ctor J|!'\II'Ir:;ﬂ:;lErzg
Days Trades|Trades [Trades Trade Trade Trade Trade Ratio
5| 274s540] 17| 15 83.24| 242540| 6,103.89| 446283 -58555 0.54 408 181502
4 18 11 T g1.11 3,083.47 §,941.43| -1,807.88 4.811.80 1.71 269 1187.35
3 18] 10 8| 5556 277353| 5888.16| -1,136.10| -2,474.50 2.44 3.05| 1,03591
2 ) 19 10 5 5263 ! 5,001.84| 143547 -5231.20 2.00 222 828.87
1 §,460.99 23 13 10 56.52| 130428 281820 -1,04547 408040 1.24 1.62 280.91
94% on instances closed above the entry price
at some point in the next week.
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Every instance but one was higher 5 days later. The numbers are compelling. Here is the
profit curve.

SPY posts unfilled down gap today and yesterday. Close = 200ma.

Buy on close. Sell 5 days later. $100k/trade. 2002 - present.
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As you would expect with such a high percentage of winners, the curve looks strong too.

It’s interesting that the selling has continued right through and after a (typically bullish)
Fed Day. In the 11/7/16 letter | examined other times where the Fed failed to inspire

confidence and a selloff of at least 3 days (including the Fed Day) ensued. Results here
are updated.
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2 days ago was a Fed Day. Today SPX closed down for at least the 3rd day in a row.
Buy on close. Sell X days later. $100kitrade. 1982 - present.

X _ All: .AII:. AI!: Al % AI!: A.vg AI!: Mlax Al ﬁl‘vg All: r..lax lAII: Al Al Avg
All: Net Profit | Total |Winning| Losing Winning Winning Losing Losing Win/Loss
Days Trades Trades |Trades FELELE Trade Trade Trade Trade Ratio ==
5 11,915.34 18 10 2 5556| 2535863 555518 | -188137| -3477.89 1.51 1.89 661.96
4 19,132.55 18 11 7 61.11 2438.18| 5564.00 108821 -2,.266.11 2.22 349 10862892
3 20,748.85 18 12 6| 66,67 209470 53801.02 -731.25( -1,610.84 2.86 573| 1,15271
2 17,369.63 18 14 2 7778 1,387.39| 4670.25 513.45 -971.48 2.70 9.48 954.98
1 14,530.31 18 14 E 7778 1,11015 2.671.02 -152.95 -401.12 7.28 25.40 22945

17 of 18 instances closed above the entry price at some point in the
next 3 days. The lone instance that failed, triggered on 11/9/84 and
continued to sell off for several weeks.

The edge looks quite strong over the next 1-3 days. Below is a look at a 3-day profit
curve.

2 days ago was a Fed Day. Today SPX closed down for at least the 3rd day in a row.

Buy on close. Sell 3 days later. $100k/trade. 1982 - present.
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Recent instances have made this one look even better. | have included this study on the

O~
% active list tonight.
[aW
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| have updated the Aggregator chart below.

7+ TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index s -1 -] =
SSPH - Daity CBOE L=2726.22 -534.7% -1.97% B=2,695.56 A=2767.70 0=2773.93 Hi=2,775.89 Lo=2722.00 C=2726.22 V=2423,021
i 4+ w
&
* _l_ F2,900.00

r2,850.00

I:I T - 4. |:| + o 260000
1" ot e

QE Aggregator 1D (3,ADE Barinterval "OEA&1" "MYCLASS" True) 0.98 0.32

With tonight’s new evidence to consider the green Aggregator Line shot above zero.
Positive readings mean net expectations are for upside over the next few days.
Meanwhile the black Differential Line also rose 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 flipped long at the close.

With the current active studies, expectations are slated to remain bullish on Tuesday. This
is unlikely to change. The Differential Pivot will be 2802.76 on Tuesday. That is 2.8%
above Monday’s close. So it would take a very large rally on Tuesday for SPX to turn
back to overbought. A more likely scenario for working off the oversold condition would
be a multi-day rally or consolidation.

Between the unfilled gaps lower, the Turnaround Tuesday inclinations, and the Fed Day
edges, evidence appears quite compelling for the short-term. And with plenty of room to
the upside before SPX would turn overbought, reward/risk appears favorable for the
bulls. Of course the environment is especially volatile, and this could turn into another
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sharp selloff and new lows in the coming days for the market. But the odds seem against
that right now. In my view, this appears to be a solid opportunity to start scaling into a
long position. I’ll be looking to get positioned with some long index exposure on
Tuesday if I can get a decent fill.

Intermediate-term Outlook (2 weeks — 2 months) — updated 11/12— slightly bullish

The intermediate-term outlook was last updated in the 11/12/18 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

QCOM - 1/3 @ $56.72 (bought @ limit)
New

QCOM - 1/3 @ $54.49 (buy @ limit)
GE - 1/3 @ $7.99 (buy @ limit)

Broad Market Large Cap CBI — 3(QCOM-2, GE)

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.

QCOM - buy 1/3 Catapult position @ $54.49 limit. This is from the Catapult section
above. It is the 2" of up to 3 possible lots for QCOM.

GE — buy 1/3 Catapult position @ $7.99 limit. This is from the Catapult section above.
It is the 1% of up to 3 possible lots for GE.

SPY — buy ¥ index position @ $272.57 LIMIT. Based on the short-term outlook above,
I’ll be looking to get long SPY at a limit equal to Monday’s closing price.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952
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Current Open Trade Ideas

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

QCOM(1/3)] 11/12/2018 $56.37 $54.49 -3.34% bought 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.

Copyright © 2018 Quantifiable Edges, LLC.
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