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Market Overview

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

Signals Overview

Aggregator CBI Reading
Long 7

Tonight’s Research Points

e A gap down to a short-term low followed by further selling during a long-term uptrend has
often led to higher prices in the next few days.

Short-term Outlook

The Bottom Line
Evidence is pointing higher and the market is now quite oversold. Looks like an upside edge to

me.
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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 24, 2019 Gap to 5 low. Close < open. > 200 1-2 days Bullish
May 17,2019 NDX up 1%. SOX down 1-6 days Bearish
May 17, 2019 3 up > 2%. HV 3/10 offset < 0.25 1-6 days Bullish
Active - Long Term
May 17,2019 3up >2%. HV 3/10 offset < 0.25 1-19 days Bullish
May 14, 2019 CBI 11+ 1-17 days Bullish
May 13, 2019 20-low reversal day 1-10 days Bullish 2.80% -1.80% -3.40%
May 8, 2019 1st 10-day low close in 30+ days 1-10 days Bullish
April 24, 2019 SPX closes above 50-day Bollinger Bnd [1-50 days  [Bullish 5.00% -4.30% -8.10%
April 2, 2019 Golden Cross int term Bullish
March 4, 2019 NASDAQup 10 weeks in a row 13 weeks Bullish 11.70% -2.10% -4.40%
October 1,2018 Quantitative Tightening $50billion/mo |int term Bearish

The Evidence

Thursday was a sizable down day for the market. The SPX lost 1.2%, the NASDAQ declined
1.6%, and the Russell 2000 fell 2.0%. Breadth was negative as the NYSE Up Issues % was 22%
and the Up Volume % came in at 21%. NYSE volume rose some from Wednesday’s level.

One interesting aspect of Thursday’s action was the unfilled gap down and continued selloff. The
study below was seen recently in the 5/8/19 letter. It considers the fact that the gap down on
Thursday put SPY at a short-term low immediately and then the selling continued from there.

SPY gaps down to open below the lowest close of the last 5 days. It then closes below the open.
Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.
) All: All: All: ) All: Avg All: Max All: Avg All: Max All: . .
X ﬁgt;:_:t Total |Winning| Losing Prufﬁ:lli;lle Winning Winning Losing Losing |Win/Loss F‘rl:lﬂtAFILG'tur ﬁ.‘:_'}::;;g
Da‘_l"S Trades |Trades | Trades Trade Trade Trade Trade Ratio
10134,743.57 147 55 52 6463 25836 528224 212852 1400715 1.1 222
914363393 155 101 = 65.16| 245934 7,585.77| -2,003.79 ) -10,0358.80 1.24 233
& 136,019.29 157 107 49 63.15 225473 T853.256 -2147.70) -14030.10 1.05 229
71113,089.38 154 107 57 6524 202453 832413 -1816.42 -8542.02 1.1 2.09
6122 596044 167 114 53 6326 184127 T87I02 -154045) -T510.10 112 241
I| 5/112,8688.33 158 113 54| B726) 157854 823974 142235 -4471.02 118 247
4104,441.53 177 118 59 6667 162016 5581.02) -1470.13 -6311.82 1.10 220
3| 93,056.95 185 114 70 6162 1489387 5117.85 -1,111.63 -4085.40 1.35 220
| 2| 8517113 1538 125 6% 6364 115214| 547738 -855.05( -2614.65 135 245
1| 5540452 215 138 7 54.19 311.47| 578438 -T34.79| -4181.78 1.10 1.98
o . .
90% of instances closed above the entry price
at some point in the next week.
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There are a sizable number of occurrences and the numbers all appear squarely positive. Below is
a look at a profit curves for the 2-day and 5-day holding periods.

SPY gaps down to open below the lowest close of the last 5 days. It then closes below the open.
Close = 200ma. Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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SPY gaps down to apen below the lowest close of the last 5 days. It then closes below the open.

Close = 200ma. Buy on close. Sell & days later. $100k/ftrade. 1993 - present.
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Both are suggestive of an upside edge. The slope of the 2-day is more impressive. It is also again
at new highs. | have decided to include it as a 2-day study on the Active List tonight.

| have updated the Aggregator chart below.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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With tonight’s new evidence considered, the green Aggregator Line remained climbed above zero.
Positive readings mean net expectations are for upside over the next few days. Meanwhile, the
black Differential Line held above 0. The positive Differential Line reading means SPX is oversold
versus recent expectations. So expectations are positive and SPX is oversold. This is considered
a bullish configuration. Bullish configurations are visible on the chart whenever both lines close
above zero. Therefore, the Aggregator signal turned long at the close.

Based on the current list of active studies, expectations are set to remain bullish on Friday. This
could easily change if new bearish evidence emerges. The Differential Pivot will be 2868.25 on
Friday. That is 1.6% above Thursday’s close. Therefore, SPX would need to close up a very
strong 1.6% on Friday in order to flip from oversold to overbought versus expectations.

So the Aggregator is now bullish. I believe we are reaching a point here where the market has sold
off due to the same “trade war” fears over and over. Eventually, traders get numb to hearing the
same thing and the market tends to rebound. Evidence tonight suggests a bounce. And we are
about to head into Memorial Day. The week of Memorial Day has generally been good for the
market. But in recent times, Thursday has been the only day of that week that has consistently
performed. | will discuss this more in this weekend’s letter. 1still have a small long SPY position.
| believe we have an upside edge. And with the Differential Pivot quite far above the current
market, potential reward appears strong. So | will add another lot to my SPY position on Friday
if | can get a favorable entry.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 5/20 — somewhat bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

OpenCatapult Triggers

INTC — 1/3 @ $51.11 (bought @ limit)

INTC — 1/3 @ $51.04 (bought @ limit)

INTC — 1/3 @ $50.76 (bought @ limit)

MMM - 1/3 @ $184.75 (bought @ limit)

MMM - 1/3 @ $178.59 (bought @ limit)

MMM - 1/3 @ $178.59 (bought @ limit)

BLK — 1/3 @ $442.78 (buy @ limit) — not filled yet — try on Friday

Broad Market Large Cap CBI — 7(INTC-3, MMM-3, BLK)

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.

BLK — Buy 1/3 Catapult position @ $433.89 LIMIT. BLK was originally not filled. With it
having pulled back to a new low, | will try and enter this active Catapult on Friday. It is the 1
of up to 3 possible lots for BLK.

SPY — Buy ¥ index position @ $282.14 LIMIT ON OPEN. If not filled, cancel order and

look to buy @ $282.00 LIMIT ON CLOSE. From the short-term section above, | will look to
take on a 2" SPY position if | can get a favorable entry on Friday at the open or the close.
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http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/

Current Open Trade Ideas

Symbol Entry Date Entry Price| Current Price] %o Gain/Loss|Stop |Notes
INTC(1/3) | 4/30/2019 $51.00 $44.53 -12.69% Catapult
INTC(1/3) 5/1/2019 $51.04 $44.53 -12.75% Catapult
INTC(1/3) 5/2/2019 $50.76 $44.53 -12.27% Catapult
MMM(1/3) | 5/3/2019 $184.75 $165.87 -10.22% Catapult
SPY(1/4) 5/8/2019 $287.53 $282.14 -1.87% Aggregator
MMM(1/3) | 5/9/2019 $177.30 $165.87 -6.45% Catapult
MMM(1/3) | 5/10/2019 $175.02 $165.87 -5.23% 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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