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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY
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Market Overview

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

Signals Overview
Aggregator CBI Reading
Long 7

Tonight’s Research Points

e 20-day lows on Fed Days have historically been followed by a rally in the next
week.

e The strong move lower from a high on a Fed Day suggests a bounce in the
coming days.

e The 50-day low and low RSI(2) suggest a 1-2 day bullish edge.

e SPY triggered a Catapult signal.
This has been one of the worst Decembers on record.

Short-term Outlook
The Bottom Line
The Aggregator is bullish and there is ample room to the upside. | believe there is a good

chance of a bounce in the upcoming days. | remain partially long.
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The Evidence

The Fed disappointed and the market tumbled again. The SPX finished down 1.5%, the
NASDAQ lost 2.2%, and the Russell 2000 fell 2.0%. All 3 indices also finished at long-
term lows. Breadth was negative as the NYSE Up Issues % was 28% and the Up Volume
% came in at 26%. NYSE volume hit the highest level so far this month.

The selling triggered a number of studies again in the Quantifinder. Interestingly, none
were bearish. Below are some of the more compelling ones.

One potential positive about the long-term low today is that it came on a Fed Day. In the
11/3/16 letter | looked back at other times SPX made an intermediate-term low on a Fed
Day. | have updated that study tonight.

SPX closes at a 20-day low on a Fed Day.
Buy on close. Sell X days later. $100k/trade. 1985 - present.

X All: .AII:_ AI!: % AI!: A_vg AI!: r.'I.ax All: gvg All: I.I'Iax _AII: All All Avg
All: Met Profit | Total |Winning| Losing Winning Winning Losing Losing Win/Loss
Days Irades| Trades Trades R Trade Trade Trade Trade Ratic Proftfactor)  Trade
5 19,325.47 13 14 4 7778 182571 454005 -1558681| -2816.20 117 410 1,073.64
4 932218 18 11 7 6111 145540 338793 95688 -259488 1.52 239 517.90
3 42673 18 11 7 &1.11 79279 237962 118485 -3208.50 0.67 1.05 23T
2 1,452.83 18 12 § 6567 985.48 | 435052 173478 -4583.00 0.57 1.14 &0.71
1 282.47 18 10 2 5558 118468 373920 -137054| -3103.08 0.28 1.08 4903

The only instance NOT to close above the entry price
at some point in the next week triggered on 8/21/90.

Results over the first few days are underwhelming, but once you get out 1 week they look
quite impressive. Below is a profit curve for the 1-week holding period.
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SPX closes at a 20-day low on a Fed Day.

Buy on close. Sell 5 days later. $100k/trade. 1985 - present.
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The strong upslope serves as nice confirmation of the possible bullish edge.

Another Fed-based study noted the large intraday reversal downward. It was from the
1/29/15 letter. 1 have updated it below.

Today is a Fed Day. SPY closes down and at least 2% below its intraday high.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
All: All: All: _ All: Avg All: Max Al Avg Al Max All: _ _
X Al Net Profit | Total Winning| Losing Prﬁgﬁ:r;le Winning Winning Losing Losing Win/Loss Prnf:llléctnr ﬁ[t:;‘;;g
Days rades| Trades | Trades Trade Trade Trade Trade Ratio
5 21,082.20 14 10 4 7143 2772859 -1,861.81 -2828.75 1.67 417
| 4 23,349.28 14 10 4 71.43| 2,993.19 -1,645.684 | -2,24112 1.62 4.55
3 19,465.70 14 10 4 71.43| 226143 -787.15| -1,185.52 2.87 7.18
z 11,829.36 14 9 5 6429| 2271.68 -1, 72317 | -2,695.00 1.32 237
1 6,396.02 14 10 4 71.43| 1,529.50 -2,22873) -3,230.88 0.68 1.72

Instances here are lower than | would prefer, but the overall numbers appear strongly
positive. | figured it was at least worth looking at the equity curve.
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Today is a Fed Day. SPY closes down and at least 2% below its intraday high.
Buy on close. Sell 4 days later. $100k/trade. 1993 - present.
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While a bit choppy, this curve does head from lower left to upper right. This study
combined with the 1% Fed study appears worth some consideration.

As | will show in the Catapult & CBI section down lower, the CBI only reached 7 on

Wednesday. It still has not spiked up to the 10+ number that | typically consider to be a
bullish reading.

Of course the CBI is a count of all the Catapult triggers in S&P 100 stocks. But

interestingly, the SPY itself triggered a Catapult on Wednesday afternoon. Below are
results of SPY Catapult triggers since 1993.
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SPY Catapult for ETFs Performance. (Assumes eniry next day at limit = today's close.
Up to 3 entries taken at once.) $100k/trade. 1994 - present.

radeStation Performance Summary Expand ¥

Al Trades

Total Net Profit $108,246.04 Profit Factor ( 89.85:
Gross Profit $109,464.34 Gross Loss ($1,218.30)
Total Number of Trades 24  Percent Profitable _95.83%
Winning Trades 23 Losing Trades 1
Even Trades 0

Avg. Trade Met Profit 5 Ratio Avg. Win:Avg. Loss 3.91
Avg. Winning Trade $4,759.32 Avg. Losing Trade ($1,218.30)
Largest Winning Trade $16,078.18 Largest Losing Trade ($1,218.30)

Numbers are fantastic. Here is the curve.

SPY Catapult for ETFs Performance. {Assumes entry next day at limit = today's close.
Up to 3 entries taken at once.) $100k/trade. 1994 - present.
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The curve is also very impressive. While the CBI is still fairly low, the SPY Catapult
trigger is suggesting a bounce is probable.

I like using short-term RSI as one way to measure overbought and oversold. | have found
the 2-period and 3-period RSI to be especially useful. The 2-period RSI for the SPX
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closed at 1.03 on Wednesday. Combined with the 50-day low, this triggered the below
study, which I last discussed in the 8/24/15 subscriber letter. All stats are updated.

SPX 2-day RSl closes at 2 or lower while SPX closes at a S0-day low.
Buy on close. Sell X days later. $100k/trade. 1985 - present.

All: All: All: _ All: Avg All: Max All: Avg All: Max All:

X All: Net Profit | Total |Winning| Losing L Winning Winning Losing Losing Win/Loss tLE BLEE
Da‘_.fS Trades| Trades |Trades FrliEeE Trade Trade Trade Trade Ratio ==
5 25,086.83 44 3 13 70.45| 292996 957231 -5057.08| -27,309.65 .58 1.38 570.16
4 447234867 45 33 12 73.33| 2,43223| 1038516 -2,956.57| -10,632.81 0.82 2.268 995.21
3 45 74162 45 30 16 6522 2451.35| 1039848 -173743| -487968 1.41 285 904 38
| 2 56,458.71 52 38 14 73.08| 235921| 1489176 -2370.80| -B657.72 270, 1,085.74
1 £0,319.70 68 45 23 66.18| 1,921.09| 11558.43| -1570.84| -7577.02 122 2.39 740.00

Only 2 instances failed to close above the entry price at some
point in the next 4 days: 3/25/94 and 5/16/12.

The positive implications are primarily seen in the first 2 days. And the consistency is
quite strong. | say this because of the stat noted in red at the bottom of the table. Below is
a profit curve using a 2-day holding strategy.

SPX 2-day RSl closes at 2 or lower while SPX closes at a 50-day low.
Buy on close. Sell 2 days later. $100k/trade. 1985 - present.
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Wa The consistency of the edge is also demonstrated by this equity curve.
g
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So other than the lack of a strong spike in the CBI, there is an awful lot pointing towards
an upside edge. But the market is struggling in a way that is extremely rare this time of
year. The table below looks back to 1928 at the worst December pullbacks. You’ll note
we are right now at #4 and could easily reach #2 or #3 with a bit more selling.

Top Ten December % Pullbacks From Movember
Closing Price. $5PX. 1928 - 2018.

Ticker Date/Time Mow Close Dec Low  Pullback 2
SSPX 12/31/1931 9.50 .72 -13.74
SSPX 12/31/1930 16.38 14.44 -11.84
SSPX 12/31/1980 140,52 123.32 -10.82
S5PX 12/19/2018 2,760.16 248896 -9.83
SSPX 12/31/2008 206,24 215.69 -2.99
S5PX 12/31/1974 69.97 64,13 -8.35
S5PX 127311941 412 a.37 -8.22
SSPX 12/31/1628 24.28 22.3 -8.11
SSPX 12/31/1937 11.11 10.3 -7.20

Russell 2000 data only goes back to 1987. As | noted in the weekend letter, we are
entering a very strong seasonal period for the Russell 2000. But we have already reached
the worst December pullback for that index.

Top Five December % Pullbacks From November
Closing Price. $RUT. 1987 - 2018.

Ticker Date/Time Mow Close Dec Low  Pullback &
SRUT 12/19/2018 1,533.27 1,344.14 -12.34
SRUT 12/31/2003 47314 415.5% -12.08
SRUT 12/31/2015 1,198.11 1,108.76 -7.46
SRUT 12/31/2002 A06.36 379,67 -6.57
SRUT 12/31/1987 111.70 106.43 -4.72

When the market acts historically abnormal as it is currently doing, it is often a good idea
to proceed with a bit more caution than usual. So as | will discuss below, I am not

inclined to up my index exposure just yet — and won’t unless we at least see more of a
CBI spike.

| have updated the Aggregator chart below.
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With tonight’s studies considered, the green Aggregator Line remained above zero.
Positive readings mean net expectations are for upside over the next few days.
Meanwhile, the black Differential Line is still 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 stayed long at the close.

With the current active studies, expectations are slated to remain bullish on Thursday. It
would take some very compelling new bearish evidence to change this. The Differential
Pivot will be 2558.23 on Thursday. That is 2.0% above Wednesday’s close. Therefore,
SPX would need to close up about 2.0% on Thursday in order to flip from oversold to
overbought versus expectations.

So the Aggregator is again bullish. Expectations are positive and there is plenty of upside
potential before SPX would turn overbought. A bounce certainly appears overdue. | am
partially long already and looking to take advantage of a bounce. | considered adding
more index exposure here, but as | noted earlier, with the market acting historically
abnormal, | will wait for the CBI to get a little higher before looking to buy a 3™ lot.
There were a few new Catapults to trigger, and | will be looking to trade them on
Thursday.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 12/17— neutral

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

OpenCatapult Triggers

EMR - 1/3 @ $58.72 (bought @ limit)
EMR — 1/3 @ $58.49 (bought @ limit)
SLB - 1/3 @ $37.84 (bought @ limit)
FOXA —1/3 @ $48.78 (bought @ limit)
New

EMR - 1/3 @ $57.68 (buy @ limit)
SLB - 1/3 @ $37.79 (buy @ limit)
AGN - 1/3 @ $136.56 (buy @ limit)

Broad Market Large Cap CBI — 7( EMR-3, SLB-2, FOXA, AGN)

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.

EMR — buy 1/3 Catapult position @ $57.68 LIMIT. This is from the Catapult & CBI
section above. It is the last of 3 possible positions for EMR.

SLB —buy 1/3 Catapult position @ $37.79 LIMIT. This is from the Catapult & CBI
section above. It is the 2" of up to 3 possible positions for SLB.

AGN — buy 1/3 Catapult position @ $136.56 LIMIT. This is from the Catapult & CBI
section above. It is the 1 of up to 3 possible positions for AGN.

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
ALL(1/3) 12/17/2018 $79.17 $81.59 3.06% sold on open
SPY(1/4) 12/17/2018]  $259.40 $251.26 -3.14% Aggregator
EMR(1/3) 12/18/2018 $58.72 $57.68 -1.77% Catapult
IWM(1/4) 12/18/2018] $136.85 $134.00 -2.08% Aggregator
EMR(1/3) 10/24/2018 $58.49 $57.68 -1.38% Catapult
FOXA(1/3)| 10/24/2018 $48.78 $48.52 -0.53% Catapult
SLB(1/3) 10/25/2018 $37.84 $37.79 -0.13% 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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