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Market Overview

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

Signals Overview

Aggregator CBI Reading

Short 0

Tonight’s Research Points

e Ending the month at a high has often led to more highs early in the next month,
but this has not necessarily been the case when below the 200-day moving
average.

e The 1% of the month, while often bullish, has struggled when below the 200ma
and when the last couple of days have been up days.

Short-term Outlook
The Bottom Line
The Aggregator remains bearish, but evidence is waning.
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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 31, 2019 10-high NOT 100-high on Fed Day 1-2 days Bearish
January 31, 2019 20-day closing high < 200ma 1-2 days Bearish
Active - Long Term
January 9, 2019 Up Issues > 70% for 3 days 1-85 days Bullish
January 9, 2019 SPY up 3 < 200. SPY volume dn 3. 1-20 days Bearish
January 8, 2019 Zweig Thrust 1-20 days Bullish 7.50% -1.45% -2.50%
January 2, 2019 NASDAQ leading int term 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

Thursday was another up day for the market, as January closed out strongly. The SPX
gained 0.9% the NASDAQ rose 1.4%, and the Russell 2000 rallied 0.8%. Breadth was
positive as the NYSE Up Issues % was 68% and the Up Volume % came in at 66%.
NYSE volume came in at the highest level of the month.

There were a few studies that examined the 1st day of the trading month, which has often
been a bullish day. Two things this upcoming month has going against are 1) SPX is
trading below its 200ma, and 2) SPX has closed up the last 2 days. In the 2/1/16 letter |
combined both of the negative factors and ran a study to see how the 1st of the month has
performed under similar circumstances. Results are updated below.

SPX closes up the last 2 days of the month but < 200ma.
Buy on close. Sell next day's close. $100kitrade. 1990 - present.

H H H 1
Total Net Profit (57,466.03)
Gross Profit $11,037.39 ($18,503.92)
-1000
Total Number of Trades 20 able
Winning Trades 7 Losing Trades 13
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$3,300.73 Largest Losing Trade
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Most of the numbers look quite bearish. But we can see that the profit curve is not
consistent. So it may not be a playable downside edge, but it is certainly not encouraging

for the bulls.

This next study examined other times SPY closed at its highest level of the month on the
last day of the month. It was last seen in the 12/1/17 letter. Results suggested strong end

of month momentum has typically carried through into the following
updated the results below.

month. | have

SPY closes month at the highest closing price of the month.
Buy on close. Sell X days later. $100k/trade. 1995 - present.

All: All: All: . All: Avg All: Max Al Avg All: Max All: . .
X All: Net Profit | Total |Winning| Losing Prﬁﬂﬁ:ﬁrle Winning Winning Losing Losing Win/Loss Prnfj:l-lla.actnr ﬁil_ll'_;\j";g
Days Trades| Trades |Trades Trade Trade Trade Trade Ratio
5 33,219.80 31 22 8 7097 1382134 -856.20| -1,659.68 213 585 1,071.61
4 27,259 23 31 21 10 67.74| 182488 110236 | -4£,338.40 1.66 3.48 &80.62
3 156,245 65 k| 20 11 64.52) 1.4561.04 -1,17856 0 467240 1.24 225 524.05
2 10,808.37 &yl 17 14 5484 130958 -B1EAT|  -4,848.40 1.60 1.94 34855
1 4749.03 3 16 15 5161 75048 52658 -1,049.78 1.50 1.60 153.19
The numbers across the board are quite compelling. Below is an equity curve showing
results assuming a 5-day holding period.
SPY closes month at the highest closing price of the month.
Buy on close. Sell 5 days later. $100k/rade. 1995 - present.
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The steady upslope is comforting.

One potential issue with the above study is that the setup has only once ever occurred
when below the 200ma. To see if | could get a better sampling below the 200ma, | used
SPX and ran the data back to 1961. Below are those results for the 5-day returns.

SPX closes month at the highest closing price of the month but < 200ma.
Buy on close. Sell 5 days later. $100k/trade. 1961 - present.

4000 |
Total Net Profit $490.73  Profit Factor
Gross Profit $7,846.90 Gross Loss ($7,356.17)
Total Number of Trades 12  Percent Profitable
Winning Trades 6 Losing Trades 6
3000 Even Trades 0
Avg. Trade Net Frofit Ratio Avg. Win:Avg. Loss
Avg. Winning Trade $1,307.82  Avg. Losing Trade
Largest Winning Trade $2,360.16 Largest Losing Trade
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There have only been 12 instances, but there has been no consistency for follow-through,
and no edge is suggested here. After some consideration, | decided that it would be
difficult to include the bullish study based on what | was seeing with these other two
studies, and the fact that the bullish study triggered almost exclusively in long-term
uptrending environments. So | have not added any new studies to the Active List tonight.

| have updated the Aggregator chart below.
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With tonight’s research included, the green Aggregator Line remained below zero.
Negative readings mean net expectations are for downside over the next few days.
Meanwhile, the black Differential Line held 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.

Both of the current studies on the short-term Active List are set to expire on Friday. This
would cause expectations to turn slightly bullish if no new studies emerge. Of course
expectations over the next few days will be largely impacted by new short-term studies if
they do emerge. The Differential Pivot will be 2625.92 on Friday. That is 2.9% below
Thursday’s close. This means SPX would need to close down a very substantial 2.9% or
more on Friday in order to flip from overbought to oversold versus expectations. That is
very unlikely. A more likely scenario for working off the overbought condition would be
a multi-day pullback or consolidation.

With the market now strongly overbought here still appears to be a bit of a downside
edge. But that edge could be short lived if we do not see additional bearish evidence
emerge on Friday. | have a small short position at the moment. | will look to exit at the
close on Friday if we get a strong move lower. Otherwise, | will wait to see what new
evidence emerges, keeping in mind a strong likelihood of exiting this small counter-trend
trade on Monday.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 1/28— somewhat bullish

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.

None tonight.

Current Open Trade Ideas

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

SPY(s)(1/4)| 1/31/2019 $267.58 $269.93 -0.88% cover on close<=$267.00

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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