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QUANTIFIABLE EDGES
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ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

February 6, 2018 Volume 12 Issue 25

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 narrow-range day after pushing higher the last several is suggesting a dip.
e SPY at a 20-day high below the 200ma is often followed by a short-term
pullback.

Short-term Outlook
The Bottom Line
The Aggregator remains bearish. | am still looking for 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 6, 2019 SPX up 3+.NR7 < 200ma 1-3 days 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

The push upwards continued on Tuesday, despite plenty of evidence suggesting a
pullback is overdue. The SPX gained 0.5%, the NASDAQ rallied 0.7%, and the Russell
2000 rose 0.1%. Breadth was positive as the NYSE Up Issues % was 63.0% and the Up
Volume % came in at 62.7%. NYSE volume rose a bit from Monday’s level.

| am continuing to see many of the same kind of studies appear. SPX is strongly
overbought but still (now just slightly) below its 200ma. Nothing is suggesting this is a
bullish setup. And several studies again point lower. The study below is from the 3/4/16
letter. It is similar to some other studies we have seen recently. It considers that the
recent rally has not originated from an intermediate-term low, a long-term downtrend is
in place, and that Tuesday was an NR7 day. An NR7 day is a day that shows the
narrowest range of the last 7 days. | have updated all results.

SPY closes higher for at least the 3rd day ina row._ It is NOT coming off a 50-day low.
Today's range is the smallest of the last 7 days. Close < 200ma.
Buy on close. Sell X days later. $100kitrade. 1993 - present.

Al All: All: Al % Al Avg All: Max Al Avg All: Max All:

X All: Net Profit | Total |Winning| Losing Pruflrltable Winning Winning Losing Losing Win/Loss Pruf’?l—ll:actur 'cfp;:;";g
Da‘_.I'S Irades| Trades |Trades Trade Trade Trade Trade Ratio
5 -33512.26 35 17 17 4857 132338 370272 331822 504524 0.40 0.40 -568.92
4 -38,971.83 35 13 22 3714 129823 304580 -244762 -7 11852 0.53 0.31) -1,055.34
3 -34 629.06 35 10 25| 2B57| 115041| 277488| 184533 £43125 0.62 0.25 -985.40
2 -25 227492 35 10 25 2778 68168 141771 123245 -£018.00 0.55 021 -700.78
1 -2,485.47 37 14 23 3784 110929 339570 -T83.46| -453052 1.42 0.86 -57.28

As you can see the results table suggests a substantial downside edge over the next 1-3
days. Below is an equity curve using a 3-day exit strategy that shows how the edge has
played out over time.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952




Page?)

SPY closes higher far at least the 3rd day in a row_ It is NOT coming off a 50-day low.
Today's range is the smallest of the last 7 days. Close < 200ma.
Buy on close. Sell 3 days later. $100k/trade. 1993 - present.
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The strong, steady downslope supports the idea of a bearish inclination.

The rally also caused the study below to repeat. Last seen just a few days ago in the
2/4/19 letter, it looks at times SPX is making new 20-day closing highs while below the
200ma. Results are updated.

SPX closes at a 20-day high but = 200ma.
Buy on close. Sell X days later. $100k/trade. 2000 - present.
Al Al Al . Al Avg All: Max Al Avg Al Max Al . _
X All: Net Profit | Total Winning| Losing Pﬁlll:t::lle Winning Winning Losing Losing Win/Lozss Prnf:tkl-'".actnr ﬁ.kll.t;:‘j\;g
Days Irades|Trades | Trades Trade Trade Trade Trade Ratin
5 -22 14925 51 28 25 5098 157098 523148 -251979 -10573.20 0.82 0.685 -434.31
4 -21584.14 &0 29 31 48.33| 1,521.05 5,89512 211818 -3 557.48 072 0.67 -359.74
3 -31,893.27 72 34 38 4722 131663 459312 201733 -T401.24 0.65 0.58 44296
2 -45,130.52 a1 30 51 37.04| 108208 513687 -1521.43| -9936.13 0.71 0.42 -557.17
1 32752585 113 S0 83 4425 756.13 3,850.37 | 111888 -5 24502 068 0.54 -239.85

The 1-month high while the market is below the 200ma has typically been followed by a
dip in the next 1-2 days. Below is a look at a 2-day profit curve.
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SPX closes at a 20-day high but < 200ma.

Buy on close. Sell 2 days later. $100k/trade. 2000 - present.
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The last few instances have struggled as the market has run higher over the last month.
But the overall downslope serves as some confirmation of the bearish edge suggested by
the numbers. Overbought and overdue a pullback, the odds again seem to point down.

With tonight being the State of the Union Address | decided to take another look at an old
study that examined SPX performance following past speeches. The data table below
looks back to 1982. There were a few instances, such as 2001 and 2009 where the speech
was not an official “State of the Union”, but was delivered under a different name. I have
included those speeches in the results as well.
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Tonight is the State of the Union Address.

Buy SPX on close. Sell X days later. $100k/trade. 1982 - present.

Al All: All: Al % Al Avg
X All: Net Profit | Total |Winning| Losing Prnf’ﬁable Winning
Days Trades| Trades Trades Trade
5 4 159.36 37 22 15 59.46
4 1,450.96 37 22 15 50 .46
3 1,989.19 37 23 14 62.16
2 5,837.21 37 22 15 59.46
1 -1, 72428 ar 22 15 59.46

All: Max Al Avg
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All: Max Al

Losing Win/Loss

Trade Ratio

-9,908 49 0.79
-9,329.23 0.72
-4,908.45 0.66
-2,619.99 0.94
-2,726.40 0.81

All: All: Avg
ProftFactor| Trade

115 113.50

1.058 40.30
1.09 53.76
1.37 160.47
0.39 -48.80

The stats do not suggest much

of an

edge.

interesting story. Here is the 5-day curve.

But the profit

curves seem

to tell a more

Tonight is the State of the Union Address.

Buy SPX on close. Sell 5 days later. $100k/trade. 1982 - present.
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All the curves look something like this in that since the turn of the century there has not
been a quantifiable edge. I guess they just don’t write speeches like they used to. I’ll
note this nearing the point where I might begin viewing it as a bearish study. Perhaps a
couple more instances will convince me.
inclination from *82-°00.

| have updated the Aggregator chart below.

Quantifiable Edges, LLC

10 Boyden Rd., Medfield, Massachusetts 02052

Not yet, though, especially with the upside
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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
Wednesday. Of course this could change if bullish new evidence emerges. The
Differential Pivot will be 2691.54 on Wednesday. That is 1.7% below Tuesday’s close.
Therefore, SPX will need to close down at least 1.7% on Wednesday in order to flip from
overbought to oversold versus recent expectations.

Once again, the short-term outlook is largely the same. The Aggregator is again bearish
and there still appears to be a short-term downside edge. As frustrating and unusual as
this persistent push higher has been without any of the typical chop, I still find the
evidence to be compelling. There is ample room to the downside before SPX would turn
oversold. The market remains long overdue for a pullback. I 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 Wednesday.
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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

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| % Gain/Loss |Stop Notes

SPY(s)(1/4)|  1/31/2019 $267.58 $273.10 -2.06%

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.

Copyright © 2019 Quantifiable Edges, LLC.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952



http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
http://quantifiableedges.com/subscribers/content/f/id/55/

