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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

Short 0

Tonight’s Research Points

e SPY’s low range on the 3" day of the rally suggest a brief downside edge.
Rising prices and dropping volume over the last few days suggest a short-term
bearish edge.

e The strong breadth the last few days may be a good intermediate-term sign.

Short-term Outlook
The Bottom Line
The Aggregator is now suggesting a bearish edge. But with a bullish Zweig thrust signal

emerging, the edge is somewhat muted. I’m waiting another day to see if more
compelling short evidence continues to emerge before taking on new index exposure.
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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
January 8, 2019 Zweig Thrust 1-6 days Bullish 3.70% -1.45% -2.50%
January 8, 2019 QQQ 10-high < 200ma. Lowest vol10. |1 day Bearish
January 8, 2019 SPX up VIX up. Monday. SPX < 200ma_|1-5 days Bearish
January 8, 2019 Up Iss > 70% 2 days. 10-high < 200 1-5 days Bearish
January 7,2019 SPX up 2.5%-3.5% on vol < 10ma 1-2 days Bearish
Active - Long Term
January 8, 2019 Zweig Thrust 1-20 days | Bullish 7.50% -1.45% -2.50%
December 21,2018 CBI 10+. SPX 50-day low. 1-18 days Bullish
November 1, 2018 Best 6 Month During Pres Yr 3 1-6 months |Bullish 17.70% -3.10% -7.20%
October 1, 2018 Quantitative Tightening $50billion/mo |int term Bearish

The Evidence

Tuesday saw prices move higher for the 3 day in a row. The SPX gained 1.0%, the
NASDAQ climbed 1.1%, and the Russell 2000 rose 1.5%. Breadth was positive as the
NYSE Up Issues % was 77% and the Up Volume % came in at 66%. NYSE volume ros
a little from Monday’s level.

The strong move on Wednesday led to a mix of studies. | saw clues emerge based on
price action, range, volume, and breadth.

The study below was last featured in the 12/24/15 subscriber letter. It looks at low range
days when the market has moved up for three days in a row. | have updated all the stats.

SPY closes up at least 3 days in a row an lowest range in 5 days. Close < 200ma. The rally did not start
from a 50-day low. Buy SPY on close. Sell X days later. $100k/trade. 1993 - present.

X . All: lAII:_ AI!: Al % AI!: A_vg AI!: I.'I_ax Al ﬁl«vg All: I..'Iax _AII: Al Al Avg
All: Net Profit | Total |\Winning| Losing Winning Winning Losing Losing Win/Loss
Days frades| Trades Trades | ° 22| Trade Trade Trade Trade Ratio | Tomractor)  Trade
5 -49 777.54 49 22 26 4490 1,256.03 370272 -2977.32 9,045.24 0.42 0.36| -1,015.87
4 -43,034.62 49 19 30 38.78| 1,295.23| 3,04560| -2421.47| -7,11852 0.53 0.34 -980.30
3 -20,852.90 45 17 32 3489 121287 277488 1920599 -543125 0.63 0.34 -833.73
2 -38,343.92 45 13 36 2653 g903.24 1,57420| 139128 -5350.20 0.65 0.23 -T82.53
1 -14 857 .27 50 18 A 38.00 1,022.12 3,385.70| -1,085880| -8857.80 0.93 0.57 -253.35

Over the next few days there has been a propensity for the market to close lower. Below
is a look at the 4-day equity curve.
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SPY closes up at least 3 days in a row on lowest range in 5 days. Close < 200ma. The rally did not start
from a 50-day low. Buy SPY on close. Sell 4 days later. $100k/trade. 1993 - present.
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The persistent downslope suggest the bearish edge is for real. | have included this study
on the Active List tonight.

Several studies appeared in the Quantifinder related to SPY volume. The one below |
found to be especially appealing because it seems to suggest not just a short-term edge,
but an intermediate-term one as well. It is updated from the 8/16/11 letter.
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SPY rises 3 days in a row while SPY volume declines 3 days in a row. Close < 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
All: All: All: : E E : :
X All: Net Profit | Total Winning| Losing |~ % iﬁ:n’:?éﬂ. arl:n:‘i:; TLQ:Q? T_lgshi‘na: Wil‘?ﬂu&s i LB
Days Irades| Trades |Trades | ° 20| Trade Trade Trade Trade Ratip | rontactor|| Trade
20 -52 682.08 14 4 10 28 57| 216655 410218| 513483 -12585.76 0.35 0.14| -3 763.01
19 -47 115.78 14 5 3sM 1,84216 | 452814 -525851| -15,435.00 0.2% 018 -3 36541
18 -44 81727 15 5 9 40.00 1,546.31 463926 -6,0105 0.26 017 -2,
17 -42 59210 16 4 12 25.00 169148 354478 134 0.41 014 -2
16 -35,598.75 16 4 12 25000 283721 4444 80 0.71 024 -2,
15 -43113.22 16 4 12 2500 259229 822011 058 019 -2,
14 -45 51481 16 4 12 2500 274578 725874 0.54 018 -3,
13 43 777.37 16 [+ 10 3750 1,253.09| 2565762 , 22288, 024 015 -2,
12 -28,342.50 16 ] g 50.00 1,44210 383611 -4, -16,062.65 0.2% 028 -1,
11 -158,290.81 16 ] g 50.00 1,694.85| 333360 -4, -10,320.87 0.41 0.41
10 -21 48893 16 7 £} 4375 209885 518315| 4 -11,977.58 052 0.41
9 -2 851.28 16 7 9 43.7% 204408 4481.28| -4 -10,794.21 0.50 0.39
] -27 870.25 16 5 11 31.25| 2688580 §231.73| -3 -11,701.12 072 0.33
7 =27 22360 16 7 9 4375 1,18848| 284505 -3 51741 0.30 023
[+ -24 47283 16 5 11 M25| 140173 1720862| -2851596| -755288 0.49 022
5 -24 88922 16 5 10 3M.25| 128485 255135 -3137.35) 654081 0.41 021
4 -26,375.98 16 3 13 18.72| 1,663.01 2737.50| -241269| -H61542 0.69 0.16
3 -29 586.19 16 4 12 25.00 83123 1554584| 274259 543125 0.30 010
2 -12,821.10 17 5 12 25.41 1,581.686| 516981 -1727.45| -5,350.20 0.92 0.38
1 1,492 50 19 5 10 47 37| 175858 38B277| -143347| -8B5720 1.23 1.10

Again we see what appears to be a strong downside inclination. Below is a look at the 3-
day profit curve.

SPY rises 3 days in a row while SPY volume declines 3 days in a row. Close < 200ma.
Buy on close. Sell 3 days later. $100k/trade. 1993 - present.
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The strong, steady move lower serve as some confirmation of the downside edge. Let’s
also look at the 20-day curve.

SPY rises 3 days in a row while SPY volume declines 3 days in a row. Close < 200ma.
Buy on close. Sell 20 days later. $100k/trade. 1993 - present.
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Same here. While instances are a little light, initial indications suggest a downside edge
for both the short and intermediate-term.

Like last night, | did see some breadth indications suggesting a bullish edge. The study
below was last seen in the 7/1/16 letter. Stats are updated.
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NYSE Up Issues % = 70% for exactly 3rd day in a row.
Buy SPX aon close. Sell X days later. $100kitrade 1970 - present.
All: All: All: B : : B X
X Al Net Profit | Total [Winning| Losing | 2 % fu':nﬁﬁ x:n:‘i:; T_E:: ALlll:rshillna: Wiﬂm bk (EAE
Days Trades| Trades | Trades [FEELE Trade Trade Trade Trade Ratio FOLERERT R
00 13572505 17 14 3 8235 1057850 35219.04| -412454| -358138 256 1197 798323
95 12593876 17 15 2| 8824 9,10265| 27,44530| 530058 -7569.87 172 1238 7,408.16
o0 14203233 18 16 2| 8889 925059 3097323 306054 512316 303 2420 739063
85 14431572 18 17 1| D444 856630 2666295 131289 -1312.89 552 11092 801754
80, 13211081 18 17 1 9444 2137.30 2857383 -5223. -£,223.12 1.31 2223 7,339.50
75 12483225 19 18 1| D474 745972 2778815 -9 5,442 75 0.79 1422 857012
70, 10134586 19 17 2| 8047 551371| 2425914 5 8532.18 113 1014 533405
85 9772217 19 16 3| B421| 604872 2744580 -448579 -12.43875 155 826 514327
80 10389934 20 17 3 8500 719493 30,586.41 -5137.98 -14330.51 117 664 519499
55 40622837 21 17 4 B0OS| 743308 3067851 -5033.43 4. 1.48 528 505849
50 10387207 21 16 5 7618 827419 2307105 570298 -16443.76 1.45 464| 494529
45 5042651 21 18 3 8571 T7,57.92 2810892 -980537 -22705.40 0.73 438| 473450
40 8197032 21 18 3 8571 644599 23973683 -1135252 -25195.29 0.57 341 390338
35 7779445 22 18 4 B182 555161 1865945 0.94 425 353511
30 8047613 22 17 5 7727 603155 15257.08 2. 137 455 385801
25 78,399.13 22 18 4 B1.82 516296 1408357 -36335 1.42 539 2,58360
20 7198245 22 18 4 8182 489344 1402633 -4047.37 -11381.59 1.21 545 327133
15 5838747 22 19 3 BB3B 359832 12,380.03 -4628.90 -10189.51 0.0 508 2563.07
10 3634121 23 18 5 7826 314043 8094291 403730 -3739.76 0.78 280 158005
g 2459519 23 17 § 7381 232793 532534 249659 652310 0.93 264| 1,050.40
4 1838793 23 14 9 6087 197943 827201 -1038.01 -3472.70 1.91 257 799.48
3 1534884 23 14 9 B0.87 187990 8097187 -121888 -2691.05 154 240 55734
2 18,315.80| 23 18 5| 7826 114045 412608 -442.45 -790.32 258 9.28 795.34
1 11,050.85 23 16 7 B95T 827.01| 260946 -310.33 4R35 .45 266 5.09 480.86

There are a lot of green numbers and the edge generally appears to be to the upside. |
have highlighted the 2-day and 85-day results to take a closer look at them. First let’s
look at the 2-day curve.
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NYSE Up Issues % = 70% for exactly 3rd day in a row.

Buy SPX on close. Sell 2 days later. $100ki/trade 1970 - present.
20000 ; " ; ; ; N , . . N . .

18000

16000

14000

12000

10000

Equity($)

a000
6000

4000t e

20004 - - ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... ..... .....

1 2 3 4 5 6 7 & 8 m N1 12 13 14 15 168 17 18 18 20 21 x2 23

Trade Number

The short-term results have struggled some over the last 9 years or so. Here are the 85-
day results.
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NYSE Up Issues % = 70% for exactly 3rd day in a row.

Buy SPX on close. Sell 85 days later. $100k/trade 1970 - present.
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You don’t get curves that look much better than that. So I will list this study on the
intermediate-term active list, but I will not consider for the short-term tonight.

| have updated the Aggregator chart below.
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With tonight’s evidence considered the green Aggregator Line held below zero.
Negative readings mean net expectations are for downside over the next few days.
Meanwhile, the black Differential Line also remained below 0. The negative Differential
Line reading means SPX is overbought versus recent expectations. So expectations are
negative and SPX is overbought. This is considered a bearish configuration. Bearish
configurations are visible on the chart whenever both lines close below zero. Therefore,
the Aggregator signal stayed short at the close.

With the current active studies, expectations are slated to remain bearish on Wednesday.
This could change if very strong bullish evidence emerges. The Differential Pivot will be
2526.51 on Wednesday. That is 1.9% below Tuesday’s close. So SPX would need to
close down at least 1.9% on Wednesday in order to change from overbought to oversold
versus expectations.

The Aggregator is again bearish. Short-term evidence continues to build for the bears.
And the market certainly seems extended. Of course the strong breadth we have seen
over the last few days suggests the up move has the kind of momentum that could
continue to propel it higher. But it certainly appears to need a pullback in the short-term.
While | remain wary of betting heavily against such strong breadth, there does appear to
be ample evidence to convince me to take a small index position on the short side to try
and capture a selloff in the coming days. So I’ll be looking to get short on Wednesday if
| can get a decent fill.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 1/7— neutral
None

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.

SPY —short % index position @ $256.77 LIMIT. Based on the short-term outlook
above, I will be looking to take on some short exposure on Wednesday if | can get filled
at Tuesday’s close or better.

Current Open Trade Ideas
None

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 © 2019 Quantifiable Edges, LLC.
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