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Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 13

Tonight’s Research Points

e Over the next several days seasonality is set to be especially strong.
The CBI spiked to 13, which is considered a bullish reading, especially when also
combined with the new low.

e The very low 2-day RSI and 50-day closing low for the 2" day in a row also
suggest a short-term upside edge.

Short-term Outlook
The Bottom Line
The Aggregator is bullish and there is ample room to the upside. Evidence continues to

build and the market just keeps getting more oversold. | believe there is a good chance of
a bounce in the upcoming days. | am long and looking to get longer.
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The Evidence

The selling continued on Thursday. The SPX finished down 1.6%, the NASDAQ lost
1.6%, and the Russell 2000 fell 1.7%. All 3 indices also finished at long-term lows.
Breadth was negative as the NYSE Up Issues % was 19% and the Up Volume % came in
at 16%. NYSE volume hit the highest level so far this month for the 2" day in a row.

As we approached the close, out new CBI website widget noted on that the Quantifiable
Edges Capitulative Breadth Index (CBI) was starting to spike. At the end of the day, the
CBI finished at 13, which reaches the 10+ level | have long considered bullish. The
combination of a 10+ CBI and a 50-day closing low is something I have shown in the
past to be bullish for both the short and intermediate-term. The study below is updated
from the CBI Research Paper, which | recommend checking out if you have not read it
before, or reviewing some of the tables and charts to get a deeper understanding of
market action both during and after such broad, strong, selloffs as we are currently
seeing.

SPX closes at a 50-day low. CBI closes == 10.
Buy on close. Sell X days later. $100k/trade. 1995 - 12/20/2018.
X Al NI:_ AI!: ! AI!: A_vg AI!: M.ax All: ﬁ_wg Al r._'lax .AII: All Al Avg
All: Net Profit | Tetal Winning| Lesing Winning Winning Losing Losing Win/Loss
Days lrades Trades Trades | °20°  Trade Trade Trade Trade Ratip | Tomracter Trade

20 102,082.03 20 18 2 50.00| 5659480 17,878.08 -21215 228.29 26.54 24158 510410
19 56,691.93 20 17 3 85.00| 554419 1753488 -1,385.42 2,983.00 425 2430 484480
18 20 19 1 §95.00| 5459.04| 20,0681.38| -2 74800 -2743.00 1.599 37.74| 504889
17 20 18 2 50.00 5894308 2121788| -3,179.43 4214.00 1.87 1682 5,030.83
16 20 18 2 50.00| 520338 15328.16| -3,455.52| -5614.00 1.51 13.55) 4,337.48
15 20 16 4 80.00 5238956 1733820| 187445 -5572.00 2.88 11.50) 3,836.84
14 21 17 4 80.95| 451711 15991.80| -4,114.46  -14731.00 1.10 467 2,673.00
13 21 16 ] 76.19| 511922 1937760 | -3,530.87| -11,946.00 1.45 4.64| 305567
12 21 16 ] 76.19 -3,314.74 ) -83812.00 1.56 500 315870
11 21 15 8 71.43 -2,458.58 | -58945.00 2.4z 805 354872
10 21 16 5 76.19 .69 -1,72775| 411800 273 8.73

] 21 16 5 76.19 BT -1,287.65 -1,765.40 3.55 11.34

8 22 18 4 81.82 95645 -3,729.28| -5568.00 1.06 477

T 22 16 ] T2.73 ,418.45 -2,323.02| -4580.00 1.50 5.07

13 22 16 ] T2.73| 454715 299171 -8,839.00 1.52 4.05

5 22 16 6 7273 4679.82| 185981.60| -274548 -517495 1.70 454

4 23 16 7 69.57| 418780 1785168 -2413.85| -43585.00 1.73 3.97

3 28 20 9 6897 3,703.59| 13,853.40| -4,028.58| -5,701.00 0.52 2.04

2 32 21 11 6563 3.25121| 13,116.84| -3,041.45) -8,631.00 1.07 2.04

1 44 27 17 6136 2503.80| 11,558.43| -2,480.67| -7,577.02 1.17 1.86

Setups like we are currently seeing have often seen a sharp short-term bounce, and almost
always seen a move higher over the intermediate-term. Below is a look at the profit
curve assuming a 18-day holding period.
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SPX closes at a 50-day low. CBI closes == 10.

Buy on close. Sell 18 days later. $100k/trade. 1995 - 12/20/2018.
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The strong, steady move higher is impressive and serves as some confirmation of the

upside edge. | have added this study to both the short-term and intermediate-term active
lists.

There is also strong seasonality to again take into account. Below is an excerpt from this

weekend’s letter that looks at the Russell 2000 from the close before December opex
onward.

Next is a study I last showed in the 12/11/17 subscriber letter that looks at buying the
Russell 2000 on opex Thursday in December and holding for up to 2 weeks.
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Buy Russell 2000 on Thursday of December opex week.
Sell X days later. $100k/trade. 1988 - present.
X Al .AII:. AI!: ! AI!: A.vg AI!: M.ax All: ﬁ.wg Al Hax .AII: Al All Avg
All: Net Profit | Total |Winning| Losing Winning Winning Losing Loging Win/Loss

Days Trades| Trades | Trades FULELE Trade Trade Trade Trade Ratio R ==
10 §9,791.26 29 22 7 75.86| 380935 1027971 -2002.05| -5643.30 1.90 5.98| 2,405.80
| 9 70,4599.30 29 24 L 3276| 3278318 9,00963| -163538| -5973.50 2.00 962 24311
] §1,252.35 25 24 5 8278 278285 T 11585 101123 -254840 273 13.11 211215
7 5551545 28 24 5 8276 251881 7,790.58 -88718| -1,809.50 255 1225 191433
1 4179487 29 22 7 75.86| 219853 659985 -538.88 -272054 234 736 1,441.20
5 30,508.19 29 20 9 §3.97 205734 4838225 118230 -319484 1.74 3.87| 1,051.94
4 2408239 29 20 9 63.97| 1,88151 4 413.75| -1,480.88 | -3 89232 1.27 2.83 830.43
3 20,132.85 29 19 10 §3.52| 1,734.00 3814200 -1,281.31 -2 65068 1.35 2.57 59424
2 9,351.33 28 17 12 5862 131228 348570 -1,0787%9 -2810.38 1.22 1.72 32245
1 10,054.55 29 16 13 55.17 91813 228570 -385.80 -1,261.82 258 3.18 347.05

Results here are outstanding. But a look at the max loss column shows you that it has not
been without risk. Below is an equity curve that assumes a 9-day exit strategy.

Buy Russell 2000 on Thursday of December opex week.
Sell 9 days later. $100k/trade. 1988 - present.
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That is a strong looking curve, and last year the Russell again made a new high. I’ll re-
post this study again Thursday night when it actually triggers.
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The study below is the “Twas 3 Nights Before Christmas” study, and | have shown it
each year in the letter. It triggered as of Thursday’s close. I show here how it has
performed for a few of the major indices. First...SPX.

Buy SPX at close 3 trading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.
Al All: All: Al Avg All: Max All: Avg Al Max All: . .
X All: Net Profit | Total Winning| Losing PrJ::!rt:;Ie Winning Winning Lesing Lo=ing Win/Loss Prl:rf)r:-'";lctnr ’E}II_II'_;;;Q
Days Irades Trades Trades Trade Trade Trade Trade Ratio
10 32, 74357 3 23 ] 7419 2,359.31 7.830.3 -2,689.48 0.88 252
9 39,954,138 31 22 9 T0.87 254 7 -2,033.37 1.30 318
2 47 01479 3 23 ] 7419 2 45 ] -1,167.78 2.10 6.03
T 36,273.01 31 21 10 57.74 213 7 -851.57 2.45 221
[ 23,846 59 3 19 12 61.29 1,8 77 -857.01 2.08 3.29
& 30,833.62 e} 24 7 Tr42| 15 724722 -1,08878 1.47 .05
4 2231353 31 21 10 87.74 1,47 5,070.22 -8368.20 -2, 2‘9 85 1.70 3.57
3 19,580.52 31 22 9 70.97 1,222 97 4 592 40 -313.85 -1,794.00 1.50 367
2 17,6594 .41 31 23 ] 7419 3 3.257. -558.50 -2,185.04 1.52 435
1 11,248.33 31 23 ] 7419 3. 252324 -587 .40 -1518.40 1.18 339
29 of 31 instances (94%) closed above the entry price
at some point in the next week.

The stats all appear quite strong. I would note the “Max Losing Trade” column shows
very mild numbers from days 1-8, with no decline reaching 3%.

But as | discussed above, smallcaps rule this time of year. So let’s examine some other
indices. First let’s look at the Russell 2000.

Buy RUT at close 3 trading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.
Al All: All: Al Avg All: Max Al Avg Al Max All: . .
X All: Net Profit | Total Winning| Losing Prﬁgﬁ:zle Winning Winning Losing Losing Win/Loss Pruf?!—llﬁctur ’E}II.L;;.;Q
Da{rs Trades| Trades | Trades Trade Trade Trade Trade Ratio
10 3 24 T 7742 326041 11,169.80| -3,166.76 -5,361 44 1.03 3.53 1,809.12
o 3 23 ] 7419 350577 10,353.42| -2281.39 -5,973.50 1.54 442 201231
| o k| 26 5 83387 3,110.14 9,130.50 -163824 -2,948 40 1.90 987 2,344 27
T 3 26 5 3387 262 .5 -122277 -2,529.09 214 11.15 2.001.51
1 3 23 a2 7419 2 60 5 -540.11 -1,300.32 45938 14.31 1,855.80
5 3 25 6 20.65 222 5 -320.28 -2,385.63 27 11.30 e
4 3 23 a2 7419 1,83 5 22252 -1,845.50 208 553
3 3 26 5 33.87 1,33 -5858.29 -1,591.20 227 11.83
2 3 23 a2 7419 1,27 -4665.32 -530.30 273 7.84
1 3 24 7 7742 -53.12 1,354.50 1.39 477
All 31 instances closed above the entry price
at some point in the next 4 trading days.
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Results are substantially stronger here. And the Russell has never gone without providing
an opportunity for a winning trade on a closing basis. Now the Nasdaqg.

Buy NASDAQ Composite at close 3 trading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.
Al Al All: . Al Avg All: Max Al Avg Al Max Al . .
X All: Net Profit | Total Winning| Lesing Prﬁgﬁ:ﬁle Winning Winning Losing Losing Win/Loss mej:l-'";lctur ’c;l.ll'_;;;g
Days Irades Trades | Trades Trade Trade Trade Trade Ratio

10 71,181.54 N 25 g 8085 380271 1237453 -3147.70 -5%821.82 1.14 477 225818
9 78,345.13 N 25 g 8085 382917 11,558.04| -2,397.34| -5039.77 1.51 831 248275
] 82 44311 31 2F 4 8710 3,370.36| 1191540( -2,13915| -3773.60 158 10.64| 265548
7 49 70771 31 21 10 67.74| 281239 942834 114524 -2577.00 2.54 5.34| 160347
& 44 472 75 M 23 i T419| 228541 940783 -1,04022| -201042 221 634 143460
5 44 525904 M pal 10 6774 247383 943656 -T4255| -283255 333 FO00| 143632
4 34441138 M 21 10 67.74| 155961 8,665.86 -671.06| -20683.356 292 613 1,111.01
3 31,425.41 N 23 8 7419 158892 §748.14 -G3421) 182738 2.50 719 1,0M13.72
2 28,730.02 N 23 8 7419 147581 772674 -851.11) -2114.45 227 §.52 926.77
1 15,125 43 31 24 7 742 235914 242379 -716.14 | -143875 117 4.02 48795

1986 was the only time the NASDAQ failed to close above its entry price

at some pointin the next 5 days since its inception in 1971.

Results just keep getting better. And only once since the inception of the Nasdaq did it
go without some kind of move up in the following week.

Lastly, let’s look at the NDX.

Buy NDX at close 3 trading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.

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

o . : S A . . ) All: All Ay

Days | A" oL e o pronane o0 | Vs | Losnd | Lomee | WAL orracr e
10 72,409.59 31 24 7| 7742 394963| 14814.54| -3,197.36| -5954.34 1.24 424 233579
9 81,143.54 31 24 7| 7742 410644| 1388504 -2,487.28| -5085638 1.65 566 261753
8 89,136.65 31 25 6| 8065 393543| 1431270( -1,541.53| -3,052.33 2.55 1064 287538
7 53,200.42 31 21 10 67.74 318157| 12691.90| -1,361.25| -3,669.30 2.34 491 1,716.14
3 39,785.95 3 21 10 B7.74 2529.54| 11843.52| -1,333.44 -2853.94 1.50 3.98 128342
5 49,255.14 31 21 10 67.74 2,863.85| 11,.443.50| -1,095.07| -3,226.03 262 550 1,58017
4 38,931.87 31 21 10 67.74 230408 1124505 -94535| -224257 2.44 512 125587
3 3442097 31 21 10 67.74| 207976| 874260 92540 -2,203.20 225 472 1,110.35
2 31,718.09 31 22 S| 7087, 1.80410( 10,167.30 -885.80| -3,74136 2.04 498 1,02316
1 18,171.33 3 23 8| 7419 1073.40| 2863.84 -82897| -2,662.20 1.30 3.74 58517

29 of 31 instances (94%) closed above the entry price
at some point in the next week.
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Numbers here are similar to the Nasdaq Composite, but the 8-day profits are the best we
see among any of the indices.

The extremely oversold market also triggered the study below, which was last seen in the
11/3/16 subscriber letter. Results are updated.

SPX 2-day RSl < 2 and SPX closes at 50-day low. This combination occurs for at least the 2nd day
in a row. Buy SPX 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 Prﬁgﬁ::rle Winning Winning Losing Losing Win/Loss Prnf?llléctur %II.II'_;;";Q
Days Trades Trades Trades Trade Trade Trade Trade Ratio

5 3531876 14 10 e 7143 448047 1313500 -2,371.47 -5586.34 1.89 472 252277
4 29,477.55 14 10 < 71.43 358380 1265750 -158961 -457436 2.25 564 210554
3 3733877 14 13 1 92.86| 3,109.91 5601.81| -3,080.08| -3,080.08 1.1 13.08| 266706
2 30,288 60 16 12 e 75.000 301233 1018387 146483 -313585 2.05 617 1,883.04
1 31,756 57 23 14 9 60.87| 2,860.27| 11,558.43 -820.81| -1831.84 KRN 483 138072

Instances are a little lower than | typically like, but the numbers are incredibly bullish and
seem worthy of consideration. Below | have listed all 14 instances assuming a 3-day
holding period.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952
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SPX 2-day RSl < 2 and SPX closes at 50-day low. This combination
occurs for at least the 2nd day in a row. Buy SPX on close.
Sell X days later. $100k/trade. 1985 - present.

Date/Time Signal Price % Profit Run-up

Drawdown
9/16/1985 Buy $182.88 0.27% $278.46
9/19/1985 Sell $183.38 ($1,152.086)
3/28/1994 Buy $460.00 -3.10% $69.44
3/31/1994 Sell $445.76 ($5,173.28)
11/23/1994 Buy $449.19 1.33% $1,327.56
11/29/1994 Sell $455.17 $0.00
10/12/2000 Buy $1,329.64 1.53% $3,851.25
10/17/2000 Sell $1,349.97 ($212.25)
9/21/2001 Buy $965.80 4.27% $5,612.47
9/26/2001 Sell $1,007.04 $0.00
4/29/2002 Buy $1,065.45 1.79% $2,415.21
5/2/2002 Sell $1,084.56 ($185.07)
7/23/2002 Buy $797.70 6.91% $7,016.25
7/26/2002 Sell $852.84 ($2,752.50)
10/9/2008 Buy $909.92 9.68% $14,648.51
10/14/2008 Sell $008.01 ($7,643.08)
2/23/2009 Buy $743.33 1.28% $4,929.86
2/26/2009 Sell $752.83 $0.00
7/1/2010 Buy $1,027.37 3.20% $3,251.44
7/7/2010 Sell $1,060.27 ($1,109.68)
5/17/2012 Buy $1,304.86 0.90% $1,795.88
5/22/2012 Sell $1,316.63 ($978.88)
8/24/2015 Buy $1,893.21 4.99% $5,012.28
8/27/2015 Sell $1,987.66 ($1,358.76)
11/2/2016 Buy $2,097.94 1.60% $1,600.82
11/7/2016 Sell $2,131.52 ($665.05)
10/11/2018 Buy $2,728.37 2.99% $3,063.24
10/16/2018 Sell $2,809.92 $0.00

No red flags here.

| 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 Friday. It
would take extremely compelling new bearish evidence to change this. The Differential
Pivot will be 2562.90 on Friday. That is 3.9% above Thursday’s close. Therefore, SPX
would need to close up about 3.9% on Friday in order to flip from oversold to overbought
Versus expectations.

So the Aggregator is again bullish. And we finally see the CBI spiking. Of course that
does not mean we can’t see the market fall further. But it substantially increases our odds
of a strong bounce emerging soon. Seasonality is again very strong, though that has not
helped so far this week. Still, between price action, breadth, and seasonality there
appears to be a lot of evidence pointing higher. And there is substantial room to the
upside before the market would turn overbought. I’ll be looking to take on a 3" (of up to
4) lot of index exposure. With Russell 2000 seasonality kicking in even harder now, |
will look to take my exposure with IWM. Details are in the trade ideas section down
below.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952
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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)
EMR - 1/3 @ $57.68 (bought @ limit)
SLB - 1/3 @ $37.79 (bought @ limit)
AGN - 1/3 @ $136.56 (bought @ limit)
New

SLB - 1/3 @ $36.20 (buy @ limit)
C-1/3 @ $52.27 (buy @ limit)

FOXA — 1/3 @ $48.00 (buy @ limit)
KHC — 1/3 @ $44.85 (buy @ limit)
RTN - 1/3 @ $157.95 (buy @ limit)
AGN - 1/3 @ $135.63 (buy @ limit)

Broad Market Large Cap CBI — 13( EMR-3, SLB-3, FOXA-2, AGN-2, C, KHC, RTN)

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.

IWM — % index position @ $131.79 LIMIT. Based on the short-term outlook above, I’ll
be looking to take on another IWM position if | can get filled at Thursday’s closing price
or better.

SLB —buy 1/3 Catapult position @ $36.20 LIMIT. This is from the Catapult & CBI
section above. It is the 3" and final lot for SLB.

AGN — buy 1/3 Catapult position @ $135.63 LIMIT. This is from the Catapult & CBI
section above. It is the 2" of up to 3 possible lots for AGN.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952
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C — buy 1/3 Catapult position @ $52.27 LIMIT. This is from the Catapult & CBI
section above. It is the 1 of up to 3 possible lots for C.

FOXA —buy 1/3 Catapult position @ $48.00 LIMIT. This is from the Catapult & CBI
section above. It is the 2" of up to 3 possible lots for FOXA.

KHC — buy 1/3 Catapult position @ $44.85 LIMIT. This is from the Catapult & CBI
section above. It is the 1% of up to 3 possible lots for KHC.

RTN — buy 1/3 Catapult position @ $157.95 LIMIT. This is from the Catapult & CBI
section above. It is the 1 of up to 3 possible lots for RTN.

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price [% Gain/Loss |Stop Notes
SPY(1/4) 12/17/2018] $259.40 $247.17 -4.71% Aggregator
EMR(1/3) 12/18/2018 $58.72 $56.70 -3.44% Catapult
IWM(1/4) 12/18/2018] $136.85 $131.79 -3.70% Aggregator
EMR(1/3) 12/19/2018 $58.49 $56.70 -3.06% Catapult
FOXA(1/3)| 12/19/2018 $48.78 $48.00 -1.60% Catapult
SLB(1/3) 12/19/2018 $37.84 $36.20 -4.33% Catapult
SLB(1/3) 12/20/2018 $37.34 $36.20 -3.05% Catapult
EMR(1/3) 12/20/2018 $57.22 $56.70 -0.91% Catapult
AGN(1/3) 12/20/2018]  $135.00 $135.63 0.47% 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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