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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

February 5, 2018 Volume 12 Issue 24

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 The gap up and close high in the 1-day and 10-day range for SPY suggests a
pullback.
The stretched VXO does not appear to be as bearish a sign as it once did.

e Persistent upmoves under the 200ma like we’re seeing have been very rare.

Short-term Outlook

The Bottom Line
The Aggregator remains bearish. | believe there is a good chance of a dip in the next few

days.
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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
February 5, 2019 Gap up. Top 10% 1-day & 10-day range. |1 day Bearish
February 4, 2019 SPY up 3 < 200. low range & small up. |1-3 days Bearish
February 4, 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 NASDAQleading 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

Monday saw another solid move higher for the market. The SPX gained 0.7%, the
NASDAQ rallied 1.2%, and the Russell 2000 rose 1.0%. Breadth was positive as the
NYSE Up Issues % was 66% and the Up Volume % came in at 67%. NYSE volume
declined a bit from Friday’s level.

There were several studies that appeared in the Quantifinder tonight, but many were
either repeats, or | did not find terribly compelling.

The study below did appear worthy of mention. It is from the 11/29/18 letter. It looked at
days the SPY gapped higher and then closed near the top of both the 1-day and 10-day
range, but below the 200ma. Results are updated.

After gapping up, SPY closes in the top 10% of the 1-day range and the top 10% of the 10-day range.
Close < 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.
X All: .A”:. AI!: ! AI!: Alvg AI!: r.'Ilax All: ﬁ_wg Al I..'Iax lAII: Al Al Avg
Al Net Profit | Total Winning| Loging Winning Winning Losing Losing Win/Loss
D‘a‘_-"S Trades| Trades | Trades FELELE Trade Trade Trade Trade Ratio FOLRER e
5 -16364.33| 34 19 15| 5588 1,288.05| 3,09518| -273515| -6,223.38 0.47 0.60| -481.30
4/ 327828 a7 17 20| 4585 1,50587 -194385 524416 0.77 0.66 -35890
3 2085738] 38| 15 24| 3846) 135117 -171354] 513372 0.79 049 53480
20 2110081 41 19 22| 4634 80287 -165252| -5,196.96 0.49 0.42| 51465
1| 1037895 43| 20 23| 4851 B38 85 -1,005.04| -3,187.90 0583 0.55 -24132

Stats suggest a downside edge. In looking at the profit curves, the 1-day appears to be
the most appealing. Below is a look at that.
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After gapping up, SPY closes inthe top 10% of the 1-day range and the top 10% of the 10-day range.
Close = 200ma. Buy on close. Sell next day's close. $100k/rade. 1993 - present.
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Recent instances have not shown much downward progress, and this bears watching. But
for the time being I still believe this study is worth consideration, and have included it on
the Active List tonight.

Another study that appeared looked at the recent drop in the VXO (the old measure of the
VIX). It is not showing the same bearish inclinations that it once did. This can be seen
below.
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VX0 crosses more than 15% below its 10ma on a closing basis but not as much as 20%.
SPX = 200ma. Buy SPX on close. Sell 2 days later. $100k/rade. 2003 - present.
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This study is on probation for the time being. Unless the downside edge reasserts itself
soon, | will likely remove it from the Quantifinder.

One thing about the current market that I’ve noted is the unusually strong persistence —
especially for a time in which the SPX remains under its 200ma. Monday afternoon I ran
a little study to see how many other times the SPX had closed above its 10ma for 21
straight days, but below its 200ma. Below is the full list, going back to 1928.
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SPX closes = 10ma for 21st day ina row and < the 200ma.
1928 - present. (S&P 90 used before 1957.)
Ticker Date/Time Close Days until close < 10ma
$SPX 2/18/1930 23.28 1
$SPX 11/6/1953 24.61 9
§5PX /25/1957 45.56 29
$SPX 11/10/1966 81.89 6
5PX 3/15/2016 2,015.93 14
§5PX 2/4/2019 ?7? 7777
L VA -\..-’;\_-.-:-M.-L—I_.\--\‘:-1\I\._;’.-..-.

There have only been 5 instances in total, and just one since 1966. So the SPX is
certainly overdue for a pullback. But as 1957 and 2016 demonstrated, just because we
are sorely overdue, does not mean it is definitely going to happen immediately.

| 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.

Based on the current list of Active Studies, expectations are set to remain bearish on
Tuesday. Of course this could change if bullish new evidence emerges. The Differential
Pivot will be 2702.61 on Tuesday. That is 0.8% below Monday’s close. Therefore, SPX
will need to close down at least 0.8% on Tuesday in order to flip from overbought to
oversold versus recent expectations.

Despite the rally on Monday, my short-term outlook remains much the same as Sunday.
The Aggregator is again bearish and there still appears to be a short-term downside edge.
| find the evidence to be compelling. There is ample room to the downside before SPX
would turn oversold. And as demonstrated in the last study, the market is certainly long
overdue for a pullback. 1 have a small short position already. Being that the position is
counter to my intermediate-term outlook, I intend to keep it small. 1 will not be adding to
it on Tuesday, and will only look to cover it if SPX closes below the Differential Pivot.

Intermediate-term Outlook (2 weeks — 2 months) — updated 2/4— somewhat bullish

The intermediate-term outlook was last updated in the 2/4 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
None

Broad Market Large Cap CBI -0
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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.

None tonight.

Current Open Trade Ideas

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

SPY(s)(1/4)|] 1/31/2019 $267.58 $271.96 -1.64% cover on SPX close<=2702.61

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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