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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

March 12, 2018 Volume 12 Issue 48

Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 4

Tonight’s Research Points

e The bounce was strong enough over the last 2 days that much of the upside edge
has been realized and the potential for further gains is reduced.
e Strong moves up through the 200ma have often led to pullbacks in recent years.

Short-term Outlook
The Bottom Line
The Aggregator is bullish, but SPX is nearing overbought levels. | am looking to take

profits in my SPY position both during the day and near the close if | can get the fills |
am looking for.
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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 12,2019 Strong move up through 200ma 1 day Bearish
March 11, 2019 2 unfilled gaps down. Close < 200ma 1-5 days Bullish 3.00% -1.90% -4.00%
March 11, 2019 March Opex bullish 1-4 days Bullish 1.60% -1.10% -2.40%
March 11, 2019 Down 4+ days going into Opex Week 1-2 days Bullish
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

After closing down every day last week, Monday opened with a gap up and kept rising
almost all day. The SPX finished up 1.5%, the NASDAQ rallied 2.0%, and the Russell
2000 rose 1.8%. Breadth was strong as the NYSE Up Issues % was 79% and the Up
Volume % came in at 85%. NYSE volume rose some from Friday’s level.

After being squarely oversold the market has bounced back quite nicely the last 1% days.
The effect has basically been to work off the oversold condition and leave several indices
back above their 10-day moving averages. Had the reversal not been so strong then the
current upside potential would be a little better. But since the move was so good (and
that has helped our SPY position nicely), it took out much of the upside edge. |
demonstrated this in the 11/17/17 subscriber letter.

There | looked at patterns similar to the current one where SPY made a 10-day intraday
low yesterday and then posted an unfilled gap up today along with a close above the open
(and above the 200ma). | broke it down by instances that closed above the 10ma versus
instances that closed below it. | have updated those tables below.

After making a 10-day intraday low yesterday SPY leaves an unfilled gap up today
and closes abave the open. It closes < 10ma and closes = 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present

X All Net All: i _AII:. AI!: Al % ,C:I!: A_'.fg ,C:I!: r.1.ax All: ,Ciu.fg All: r._1ax ) .AII: Al Al Avg
Frofit Total |Winning| Losing Profitable Winning Winning Losing Lesing Win/Loss FrofitFactor|  Trade
Da'_"ls Irades| Trades | Trades Trade Trade Trade Trade Ratio
5| 23179.43 60 &7 23 61.67 410653 -1445.95 -3,739.32 1.05 1.70 386.32
4| 24 451.58 62 39 23 62.50 3,904.83 132295 -2744382 1.06 1.80 39487
3| 12,645.36 66 38 28 57.58 3914592 -1,080.895) -3,070.92 1.04 1.41 191.60
2| 6,105.93 68 38 30 55.88 3,089.76  -1,133.40 -2,818.42 0.93 1.18 29.79
1 505.45 68 30 37 4412 2,470.05 -T13.57| -2,895.33 1.28 1.03 13.33
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After making a 10-day intraday low yesterday SPY leaves an unfilled gap up today
and closs above the open. It closes > 10ma and closes = 200ma.
Buy on close. Sell X days later. $100kirade. 1993 - present.

X | avne A AL AL x| SAw | M| At | atte | A | s
Dat"ls Frofit Irades| Trades | Trades s Trade Trade Trade Trade Ratio ProfitFactor|  Trade
5 102518 36 17 19 4722 1,217.34) 3113.39 -1,035.24| -3691.92 1.18 1.05 28.43
4| 200125 36 18 18 50.00 913.10| 258417 -801.92| -2,588.55 1.14 1.14 55.59
3 -4,342590 36 16 20 44 .44 958.56( 2,533.50 -934.00| -2,475.20 0.97 0.78 -120.64
2| -3,558.87 36 18 18 50.00 T2070| 151487 -918.41| -2293.20 078 078 -93.88
1| -4,831.80 38 16 19 44 44 51623 123860 -59166( -2,59168 0.75 0.63 -135.61

So the current situation falls into the 2" category. Most of the stats are basically
breakeven. Had we not bounced so much, we would have a better chance of seeing more
follow-though. As is, the study does not appear to be suggesting a substantial edge.

The 200ma is not a magic number, but it is a well-watched line. So price movement
around it can often be volatile. In the 2/13/19 letter | looked at other times where the
200ma was broken on a sizable rally day (1% + gain). Interestingly, despite being in a
bull market most of the time in recent years, this action has often led to short-term
reversals — especially on Day 1. This can be seen in the study below, which also
triggered on Monday.

SPX gains aver 1% today and crasses over 200ma on a closing basis.
Buy on close. Sell next day's close. $100k/ftrade. 2010 - present.
: Total Net Profit (58,054.18) Profit Factor 4
: Gross Profit $4,372.69 Gross Loss ($13,027.87)
-1000 * Total Mumber of Trades 26 Percent Profitable
. Winning Trades 7 Losing Trades 19
: Even Trades 0
2000 :
! Awvg. Trade Met Profit Ratio Avg. Win:Avg. Loss 0.91
;. Avg. Winning Trade 3624.81 Avg. Losing Trade ($085.68)
‘' Largest Winning Trade $1,699.32 Largest Losing Trade ($3,651.96)
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The stats are decidedly negative, but the curve is choppy. Still, it recently made new
lows. And for a 1-day edge this appears worth some consideration.

| have updated the Aggregator chart below.
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Even 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 also held just above 0. The positive Differential
Line reading means SPX is oversold versus recent expectations. So expectations are
positive and SPX is slightly 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 Tuesday. Of
course, this could change if compelling new bearish evidence emerges. The Differential
Pivot will be inverted at 2770.61 on Monday. That is 0.5% below Monday’s close. An
inverted pivot means that the Differential Line will cross through zero if SPX closes flat.
In this case, SPX is going to need to close down about 0.5% in order to remain
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“oversold” versus recent expectations. Anything less than that and it will flip to being
considered overbought as of Tuesday’s close.

| generally view inverted pivots as opportune times to take profits. Of course an upside
edge is still suggested overall. So | have no motivation to sell into a large gap down if
that occurs. The Catapults have not yet reached their exit triggers (and one more
triggered on Monday). So there still seems to be some upside potential left despite
tonight’s mildly bearish study. My approach on Tuesday will be to take some profits
early in the day if I can get a good fill, and then exit the remaining lot if we close above
the Differential Pivot.

Intermediate-term Outlook (2 weeks — 2 months) — updated 3/11 — bullish

The intermediate-term outlook was last updated in the 3/11/19 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)
CVS - 1/3 @ $52.36 (bought @ limit)
RTN - 1/3 @ $180.22 (bought @ limit)
New

BA - 1/3 @ $400.01 (buy @ limit)

Broad Market Large Cap CBI — 4(CVS-2, RTN, BA)
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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.

BA — buy 1/3 Catapult position @ $400.01. From the Catapult section above, this is the
1% of up to 3 lots for BA.

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price [% Gain/Loss |[Stop Notes
SPY(1/4) 3/6/2019] $277.33 $278.44 0.40% see below
SPY(1/4) 3/7/2019] $275.01 $278.44 1.25% see below
CVS(1/3) 3/7/2019 $54.00 $53.75 -0.46% Catapult
CVS(1/3) 3/8/2019 $52.06 $53.75 3.25% Catapult
RTN(1/3) 3/8/2019] $178.85 $182.14 1.84% Catapult
SPY —

1) 1will look to sell the 1% lot @ $278.44 LIMIT.

2) 1 will look to sell the 2" lot on an SPX close >= 2770.61.

3) If the 1% lot is not sold prior to the close, I will also sell that if SPX closes >=
2770.61 (the Differential Pivot.)

RTN is very close to reaching its exit trigger. Any move >= $182.56 on Tuesday will
trigger an exit for Wednesday morning.

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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