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February 20, 2018 Volume 12 Issue 34

Market Overview

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

Signals Overview
Aggregator CBI Reading
Flat 0

Tonight’s Research Points

e SPX making intermediate-term highs while VIX making intermediate-term lows
means the market may be overbought and traders overly complacent. This hints
at a pullback in the next few days.

Short-term Outlook
The Bottom Line
Evidence is leaning bullish, but the market is overbought. This has the Aggregator

neutral. Me too.
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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 20, 2019 SPX 50 high VIX 50 low. 1-2 days Bearish
February 19, 2019 Breakaway Gap 1-5 days Bullish
Active - Long Term
January 9, 2019 Up Issues > 70%for 3 days 1-85 days Bullish
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

Tuesday was a day of modest increases for the indices. The SPX rose 0.15%, the
NASDAQ gained 0.2%, 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 fell
some from Friday’s level.

On Tuesday we saw the SPX make both a 50-day intraday and closing high while the
VIX index made both a 50-day intraday and closing low. This opens up the possibility
that the market is overbought while option traders are overconfident. Below | looked at
other times where this setup has occurred since 2000.

SPX makes 50-day intraday high and closes at highest level in 50 days. VIX makes 50-day intraday low
and closes at lowest level in 50 days. Buy SPX on close. Sell X days later. $100kitrade. 2000 - present.
All: Al All: . All: Avg All: Max All: Avg All: Max All: . .
X All: Net Profit | Total |Winning| Losing Prﬁ:!r-t::lle Winning Winning Lesing Losing Win/Loss PerJr‘tS‘I-'"é!ctl:lr ﬁ_\ll_ll.—;\j‘.;g
Days Irades| Trades Trades Trade Trade Trade Trade Ratio
5 -28,074.24 64 29 35 45.31 45820 260418 -1,145.48 | -3 24588 0.42 0.35 -407 .41
4 -15,613.56 67 32 35 47.76 630.91 287040 -1,02294| -3585.13 0.62 0.56 -233.04
3| 1447073 73] 36| 37| 4832 58954 256672 97443 510587 0.62 060 -198.23
2| 1524436 82| 40| 42| 4878 40922| 225784 75260 271950 0.54 052 -185.91
1 -5797.14| 95| 45| 50| 47.37| 28850 833.85| -375.59| -2,138.93 0.77 069  -51.02

Results appear mildly bearish. Below is a look at a 2-day profit curve.
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SPX makes 50-day infraday high and closes at highest level in 50 days. VIX makes S0-day intraday low
and closes at lowest level in 50 days. Buy SPX on close. Sell X days later. $100k/trade. 2000 - present.
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Not the straightest curve I’ve ever shown, but it has worked its way from upper left to
lower right. This study seems worth some consideration, and | have added it to the
Active List tonight.

| have updated the Aggregator chart below.
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Even with tonight’s study being added, the green Aggregator Line remained above zero.
Positive readings mean net expectations are for upside 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
positive but SPX is overbought. This is considered a neutral configuration. Neutral
configurations are visible on the chart whenever both lines close on opposite sides of
zero. Therefore, the Aggregator signal stayed flat at the close.

Based on the current active studies, expectations are set to remain mildly bullish on
Wednesday. This could change if compelling new bearish evidence emerges. The
Differential Pivot will be 2740.72 on Wednesday. That is 1.4% below Tuesday’s close.
Therefore, SPX would need to close down at least 1.4% on Wednesday in order to flip
from overbought to oversold versus recent expectations.

Like last night, the market seems to be in one of those places where it is too overbought
to buy, but too strong to short. Evidence is leaning bullish, but we are long overdue for a
dip. Perhaps the best course of action in the coming days will be to wait for that dip to
occur, and for the short-term to reset itself, before looking to take on any new short-term
trades. That remains my plan for now.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 2/19— somewhat bullish
The intermediate-term outlook was last updated in the 2/19 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 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
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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