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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

March 8, 2018 Volume 12 Issue 46

Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 3

Tonight’s Research Points

e 3 down days, a gap down, and a 10-day low have combined for a substantial
upside edge in the past.
e Opex week is often bullish, and March especially so.

Short-term Outlook
The Bottom Line
The Aggregator is bullish. Evidence is pointing higher and SPX is oversold.

Reward/risk appears favorable and I like the long side.
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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
March 8, 2019 Unfilled gap down, 10-low. Down 3+ 1-2 days Bullish
March 7, 2019 3 dn from 50-high. 10-low today. 1-2 days Bullish
March 6, 2019 1st close under 10ma in > 25 days 1-4 days Bullish 1.75% -0.45% -1.20%
Active - Long Term
March 6, 2019 1st close under 10ma in > 25 days 1-19 days Bullish 4.40% -0.80% -2.00%
March 4, 2019 NASDAQup 10 weeks in a row 13 weeks Bullish 11.70% -2.10% -4.40%
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

Thursday saw further selling despite the market already being short-term oversold. The
SPX fell 0.8%, the NASDAQ closed down 1.1%, and the Russell 2000 dropped 0.9%.
Breadth was negative as the NYSE Up Issues % was 30% and the Up Volume % came in
at 28%. NYSE volume rose some from Wednesday’s level.

There were a few studies that emerged that looked at gaps down to new short-term lows.
The study below was perhaps the most compelling of the bunch. It looked for multiple
down days, short-term lows, and an unfilled gap down. It was last seen in the 9/12/16
letter. | have updated the results.

SPY leaves an unfilled gap down and a 10-day intraday low. It closes lower for at least the 3rd day
ina row. Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.

X _ All: _AII:. AI!: Al % AI!: A.vg AI!: r.'I.ax Al ﬁ.‘vg All: r._'lax .AII: Al Al Avg
All: Net Profit | Total |Winning| Losing Winning Winning Losing Losing WiniLoss
Days Frteafrdes et | Ve 8| e Trade Trade Trade Ty ||OLREEET) TUERE
5 25,571.22 34 24 10 7058 178377 823874 134782 477078 1.33 3.19 06874
4 23,864.30 34 23 11 6765 177828 5581.02 154873 44301 1.15 2.40 701.89
3 34,369.53 34 26 & T64T| 157335 424944 -B1T.24| -1,347.47 1.93 626| 1,010.87
2 32,663.31 34 26 T 76.47| 142848| 5477838 -83961| -1,118.36 223 8.30 960.69
1 18,6583.15 35 27 i 714 G88.65| 576438 -862.53| -1,677.36 1.34 4.53 334.08

33 of 35 instances (94%) closed above the entry price
at some point in the next 3 days.

The stats suggest a high probability of an almost immediate bounce. Below is a profit
curve assuming a 2-day holding period.
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SPY leaves an unfilled gap down and a 10-day intraday low. It closes lower for at least the 3rd day

ina row. Close = 200ma. Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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The curve is a little choppy, but the study certainly seems strong enough to include on the
Active List tonight.

But there is a seasonal influence that could have a bullish impact on the market next
week. Op-ex week in general is pretty bullish. March, April, October, and December it
has been especially so. S&P 500 options began trading in mid-1983. The table below is
one | showed in the 3/12/18 Subscriber Letter. It goes back to 1984 and shows op-ex
week performance broken down by month. I will show it again in this weekend’s letter,
but I thought I would update it tonight ahead of the weekend.
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OpEx Week SPX Performance by Month. 1984 - present.
(Excludes September 2001)
All: All: All: All: Aow All: Max Al A All: Max All:
Month All: Net Profit | Total Winning| Losing Pr’:ﬂ&:;e Winning Winning Lusingg Losing | WinLoss Pmr’:F"; ctor ’“T";;j";g

Irades| Trades | Trades Trade Trade Trade Trade Ratio
12 2208571 35 26 9| 7429 145803 50868.16| -1,780.35 -5,958.08 0.83 239 B30.45
1 422177 35 21 14| 60.00| 141885 371825| -1,826.87| -B35164 0.78 117 120.62
10 26,260.17| 35 26 9| 7429 206094 728210 -3,035.03| -9,109.98 0.68 195 7E0.55
g 16,0161 34 22 12| 6471 1.49241| 5313.08| -1,401.40 -4975.04 1.06 195 4
& -1,38451 35 19 16| 5429 138773 432972 -1,73321 -5570.55 0.80 0.95
7 154047 35 13 15| 5429 1344 8,921.25| 180098 -7,953.12 0.24 1.08
[ -1,97214, 35 20 15| 57.14| 111449| 3785.09| -1617.47 -3938.19 0.69 0.92
5 181479 35 17 18| 4857 1,82190| 4850.40| -1519.85 -4959.45 1.12 1.08
4 3064447 35 23 12| 6571 212148| 573195 151248 -3580.15 1.40 269
3 2924828 35 24 11| 6857 193352 751560| -1,55966 -5711.66 124 270
2 1854334 36 22 14 8.1 32| 428145 125070 -5814.80 1.31 2.06
1 530731 36 17 19| 4722 213727| 5380.00| -1,475.07 -5383.93 1.45 1.30

While October and December have been more reliable, March op-ex week has seen the
most in total gains. As | did in that 3/12/18 Subscriber Letter, | also broke down March
performance in more detail below.

Buy SPX an Friday before March Opex Week.
Sell X days later. $100k/trade. 1984 - present.
Al All: All: . Al Avg All: Max Al Avg All: Max All: . .
X All: Net Profit | Total |Winning| Losing Pr’:ﬂrlt:ﬁle Winning Winning Losing Losing Win/Loss Prnf":l-llalictnr AT";:;;g
Da';s Trades| Trades |Trades Trade Trade Trade Trade Ratio

5 30,816.77 35 24 11 68.57| 1,998.87 -5,711.65 1.28 2.80 830.43
4 30,450 .48 35 25 10 71.43| 1,758.37 -4,845.65 1.30 3.26 870.30
3 13,702.15 35 22 13 62.86| 135258 -5,403.51 1.10 1.85 351.48
2 11,473.29 35 22 13 62.86| 1,157.24 -2,894 94 1.08 1.82 327.81
1 3,872,956 35 23 12 B65.71 634.50 -4,302.72 0.71 1.36 110.66

The upside edge seems to pretty much play out by Thursday. (Note that the 5 day stats
differ slightly from the weekly above because of an occasional Easter influence.) Below
is a visual representation of the Monday-Thursday returns.
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Buy SPX on Friday before March Opex Week.
Sell 4 days later. $100k/trade. 1984 - present.
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The curve is impressive. Bottom line here is that seasonality next week could provide a
bit of a wind at the markets’ back.

| have updated the Aggregator chart below.
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With tonight’s evidence to consider, 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 is now very far above 0. The positive Differential
Line reading means SPX is oversold versus recent expectations. So expectations are
positive and SPX is strongly oversold. This is considered a bullish configuration.
Bullish configurations are visible on the chart whenever both lines close above zero.
Therefore, the Aggregator signal stayed long at the close.

Based on the current active studies, expectations are set to remain bullish on Friday. Of
course, this could change if compelling new bearish evidence emerges. The Differential
Pivot will be 2798.20 on Friday. That is 1.8% above Thursday’s close. Therefore, the
SPX will need to close up 1.8% on Friday in order to flip from oversold to overbought
versus recent expectations.

So the Aggregator is again long. Evidence continues to point north, and there is plenty of
room to the upside before SPX turns overbought. | have taken on some long exposure
over the last couple of days, and | continue to like the long side. Going into the weekend,
I will be looking to take on 2 new Catapult positions, but | will keep my index position at
the 2 (of up to 4) lots that I already have. | may add to the position next week depending
on how things play out Friday and what new evidence emerges.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 3/4 — bullish

The intermediate-term outlook was last updated in the 3/4/19 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

CVS - 1/3 @ $54.00 (bought @ limit)
New

CVS-1/3 @ $52.36 (buy @ limit)
RTN — 1/3 @ $180.22 (buy @ limit)

Broad Market Large Cap CBI — 3(CVS-2, RTN)

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.

RTN — Buy 1/3 Catapult position @ $180.22 LIMIT. From the Catapult section
above, this is the 1% of up to 3 possible lots for RTN.

CVS — Buy 1/3 Catapult position @ $52.36 LIMIT. From the Catapult section above,
this is the 2" of up to 3 possible lots for CVS.
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Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss |Stop Notes
SPY(1/4) 3/6/2019] $277.33 $275.01 -0.84% Aggregator
SPY(1/4) 3/7/2019] $275.01 $275.01 0.00% bought on close
CVS(1/3) 3/7/2019 $54.00 $52.36 -3.04% Catapult

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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