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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

February 14, 2018 Volume 12 Issue 31

Market Overview

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

Signals Overview

Aggregator CBI Reading

Short 0

Tonight’s Research Points

e The intraday high, unfilled gap, and weak close imply short-term strength.
NASDAQ’s recent streak of higher closes suggests a pullback is likely.

Short-term Outlook
The Bottom Line
There appears to be a small bearish edge, but I still do not find the overall setup

compelling.
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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 14, 2019 NASDAQup 4 days < 200ma 1-2 days Bearish
February 14, 2019 Unfill up, 20-day high, Close < open. 1-2 days Bullish
February 12, 2019 VIXup SPX up Monday < 200ma 1-5 days Bearish -3.40% 1.90% 3.80%
February 7, 2019 Low Range Low Volm Inside SPY<200 |1-8 days Bullish 3.40% -2.55% -5.90%
Active - Long Term
January 9, 2019 Up Issues > 70% for 3 days 1-85 days Bullish
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

Wednesday was another up for the market. The SPX rose 0.3%, the NASDAQ gained
0.1%, and the Russell 2000 rallied 0.3%. Breadth was positive as the NYSE Up Issues %
was 63% and the Up Volume % came in at 64%. NYSE volume declined some from
Tuesday’s level.

One study that provided some compelling results is the one below. It was last seen in the
3/22/16 subscriber letter. It looks at other instances in which the NASDAQ rose exactly 4
days in a row and closed under the 200ma. All results have been updated.

MASDAQ closes higher for exactly the 4th day in a row. It did MOT close at a 50-day low 4 days ago.
Close = 200ma. Buy NASDAQ on close. Sell X days later. $100k/trade. 2002 - present.

- oW

Days
10 -40 87
] -35 41
8 27,80
7 -29 97
[ -35 444,
5 -24 0285
4 -16,853.
3 -18,852.
2 -22 303,
1 -15,909.

All: All: All: All Avg

All: %

All: Net Profit | Total |Winning| Losing Profitable Winning

Irades| Trades |Trades Trade

13 22 ] 14 36.36| 1,981.79
25 22 9 13 4091 153899
85 23 1" 12 4783 1,558.96
kT 24 10 14 4167 1,375.23
31 24 8 16 33.33| 1,184.02
63 25 9 16 35.00) 1,188.30
13 25 1" 14 44 00 873.35
80 25 ] 16 36.00) 1,252.04
48 25 10 15 40.00 738.38
33 25 9 16 35.00 603.61

Woning | Losng | Losng | Wioss | AL | AtAu
Trade Trade Trade Ratio

449382 405232 -527570 0.49 0.28 -1,858.10
312320 -3,78355| 7823492 0.41 028 -1609.869
382379 375413 -7 74648 0.42 0.38 -1,213.08
352997 312355 593418 0.44 0.31) -1,248.06
4 08693 -285973| 5362865 0.41 0.21| -1,518.51
202998 -217440| -5753.20 0.55 0.31 -963.47
1,870.87| 189714 490727 0.45 0.36 57813
2032638 1883200 408024 0.65 0.37 -754.51
2,042.04| -1579.15| -524288 037 0.25 -582.14
1,809.18| -1,33387| -3232.00 0.45 025 -535.38

All 25 instances closed below the entry price
at some point in the next week.

Results here appears to be strongly bearish. And the edge persists for up to 2 weeks. |
also examined how the SPX might have performed when the Nasdaq had set up this way.
The updated results below show this.
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NASDAQ closes higher for exactly the 4th day ina row. It did NOT close at a 50-day low 4 days ago.
Close < 200ma. Buy SPX on close. Sell X days later. $100k/trade. 2002 - present.

X All: All: All: . Al Avg All: Max Al Avg Al Max All:
All: Net Profit | Total |Winning| Losing Prnﬂ:table Winning Winning Losing Losing Win/Loss
Days lrades| Trades Trades Trade Trade Trade Trade Ratic

All: Al Avg
ProfitFacter) Trade

1 291 22 3] 16 27.27
-22 526, 22 10 12 45.45
23 ] 14 38.13
24 10 14 4187
71.45 24 6 18| 2500
25 10 15 40.00
25 10 15 40.00
25 12 13 43.00
25 9 16 36.00
25 ] 16 36.00

All 25 instances closed below the entry price

-

1.20 0.45| -1,195.09
0.55 0.45 | -1,042.13
0.76 0.48 -311.70
0.61 0.44 -832.27
0.95 0.32 077.98
0.52 0.34 -760.45
0.53 0.35 -550.85
0.38 0.35 -§35.92
-5,4595.94 0.3 0.18 -820.16
-3,300.30 0.55 0.31 -457.58
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at some point in the next week.

Though not quite as powerful, these results appear just as consistently bearish as the
NASDAQ results. Below is an equity curve that assumes a 2-day holding period.

NASDAQ closes higher for exactly the 4th day in a row. It did NOT close at a 50-day low 4 days ago.
Close = 200ma. Buy SPX on close. Sell 2 days later. $100k/trade. 2002 - present.
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Certainly not the straightest curve we have seen, but it does wind its way from upper left
to lower right. And the fact that both the NASDAQ and the SPX have closed below the
entry price in every instance has me accepting of this study and including it on the Active
List.

Looking at the 1-day SPY pattern hinted at a bullish edge. In the 3/31/16 Letter | ran a
test of performance following unfilled upside gaps that make a 20-day high. | broke out
the results by times the SPY closed above the open versus times where it closed below
the open. | updated those studies below.

First let’s look at times (unlike Wednesday) where the finish was relatively strong:

SPY posts a 20-day infraday high and an unfilled gap up. Close = apen and close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
X Al _All:l AI!: X AI!: Alvg AI!: Mla.x All: ﬁf«vg All: r._'la.x lAII: Al Al Avg
All: Net Profit | Total |\Winning| Losing Winning Winning Losing Losing Win/Loss
Days Frades Trades |Trades | CT20C | Trade Trade Trade Trade Ratip | lofiactor  Trade
10 1891073 168 102 G4 60.71| 1442861 605695 -200368| -5,727.84 0.72 1.18 112.56
9 14,175.05| 178 108 67 61.36 1,327.25| 540474 -1927.87| -10,074.80 0.69 1.1 80.54
& 10,700.07| 183 108 73 55.02| 124004 545648 -1883.01| -5530488 0.73 1.09 58.47
7 11,534.84) 180 114 : 60.00) 1,156.18| 514556 162526 -5,072.60 0.71 1.10 60.71
[ 13,243.10 202 111 &9 5495 1,033.86| 45931.26 -114062) -7,88220 0.91 113 65.56
5 1272588 212 M7 93 55.19 93235 453548 103811 337324 0.90 1.13 §0.03
4 1724384 | 228 126 102 535.02 868217 | 4627.26 -833.03| -3,53212 0.96 1.18 75.30
3 -5,005.058 244 135 107 55.33 660.45| 2,658.03 -880.06| -5,080.34 0.75 0.895 -20.51
2 -3517.27 270 145 123 33.70 51272 254582 -§33.02| -3,016.48 0.81 0.95 -13.03
1 188288 292 148 145 50.00 38486 238038 -354.43 -2817.32 1.03 1.04 5.43

There doesn’t appear to be any edge in either direction here. Now let’s examine times
like the present where SPY closed below the open.

SPY posts a 20-day intraday high and an unfilled gap up. Close =< open and close = 200ma.
Buy on close. Sell X days later. $100kitrade. 1993 - present.
X All: Al All: All: Avg All: Max All: Avg Al Max All: Al All Ay
All: Net Profit | Total Winning| Losing F‘rnfr.tahle Winning Winning Losing Loging Win/Loss F‘rnfrtF.actnr T}adeg
Days rades Trades Trades Trade Trade Trade Trade Ratio
10 34 457 87 41 26 15 5341 196162 483835 -1,10285| -431068 1.78 J.08 240 44
9 27,804.75 42 < | 11 73.81 1418220 374110 -1,455.058 -5554.16 0.97 272 652.02
] 23,852.01 42 28 13 8587 148457 335243 -1,31880 -5021.40 1.1 2.40 568.86
T 21,762.58 42 28 16 8180 153894 3751.55 -1,14082| -495238 1.35 215 518.16
[ 2082779 42 26 16 §1.80 1,514.05 4159.10| -1,158.80 -5 414 24 1.31 212 49550
5 1F,056.37 42 23 19 5478 1,323.48 3,734.17 T04.41 -4 54020 1.88 227 406.10
4 18,903 46 43 30 13 69.77 92510 3,436.02 6530.74| -222824 1.35 314 435 62
3 24 12851 45 33 12 T71.74 93195 2362.10 55214 -242783 1.69 454 524.53
2 19,079.79 47 3 16 65.96 853.18| 1,998.70 -450.55 -926.12 1.85 3.59 405.95
1 8,827.32 43 33 15 63.75 45452 1,708.92 411.458 -1015.82 1.10 243 183.50
. o .
43 of 48 intances (90%) closed above the entry price
at some point in the next 3 days.
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These results are substantially better than earlier where the finish was above the open.
The weak finish should not concern bulls, in fact it appears they should be excited by it.
Below is an equity curve that shows how the edge has played out over time.

SPY posts a 20-day infraday high and an unfilled gap up. Close < open and close = 200ma.

Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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The upslope here is persistent and rather impressive. | have included this study on the
Short-Term Active List.

| have updated the Aggregator chart below.
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With tonight’s evidence considered 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 also 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 turned short at the close.

Based on the current active studies, expectations are set to remain slightly bearish on
Thursday. This could easily change if new bullish evidence emerges. The Differential
Pivot will be 2716.22 on Thursday. That is 1.3% below Wednesday’s close. Therefore,
SPX would need to close down at least 1.3% on Thursday in order to flip from
overbought to oversold versus recent expectations.

The market is overdone to the upside, overdue for a pullback, and showing signs that a
dip is likely. Additionally, we are now entering a large QT week, which could finally
help the bears put together some kind of substantial pullback. So I strongly considered
taking on new short exposure on Thursday. But the mixed evidence and intermediate-
term bullish outlook have me being quite conservative. | am not inclined to try another
counter-trend trade just yet. I’ll see what new evidence emerges on Thursday before
looking to take on new positions.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 2/11- 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
None

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.
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