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Market Overview

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

Signals Overview

Aggregator CBI Reading
Long 8

Tonight’s Research Points

¢ Move from a 20-day low to a 4-day high in 1 day often see more rallying in the days in the
days and weeks that follow.

e Strong crosses upwards through the 200ma have frequently been followed by a down move
the next day.

Short-term Outlook
The Bottom Line
A strong bounce arrived on Tuesday. The Aggregator will turn neutral on Wednesday unless SPX

suffers a solid amount of selling. Even with a potential neutral formation looming, odds seem to
favor the bulls in the coming days and weeks.
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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
June 5, 2019 1% move up through 20oma 1 day Bearish
June 5, 2019 20-day low to 4-day high 1-8 days Bullish 2.20% -1.40% -3.00%
June 3, 2019 CBI >= 10 and SPX 50-day low 1-5 days Bullish 4.20% -3.60% -7.65%
May 30, 2019 20 low. Then gap dn & close<open>200 [1-5 days Bullish 2.70% -1.00% -2.05%
Active - Long Term
June 5, 2019 20-day low to 4-day high 1-20 days Bullish 3.70% -2.10% -4.40%
June 3, 2019 CBI >= 10 and SPX 50-day low 1-18 days Bullish 7.10% -4.30% -8.20%
May 17,2019 3 up > 2%. HV 3/10 offset < 0.25 1-19 days Bullish
May 14, 2019 CBI 11+ 1-17 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
October 1, 2018 Quantitative Tightening int term Bearish
Dropped Tonight
June 4, 2019 Turnaround Tuesday < 200ma 1 day Bullish

The Evidence

Turnaround Tuesday did not disappoint, and the market put in strong gains across the board. The
SPX rallied 2.1%, the NASDAQ rose 2.65%, and the Russell 2000 gained 2.6%. Breadth was
positive as the NYSE Up Issues % was 81% and the Up Volume % came in at 89.6%. NYSE
volume declined some from Monday’s level.

Tuesday was a strong enough move that we saw SPX go from closing at a 50-day low on Monday
to closing at a 6-day high on Tuesday. In the 11/8/16 letter | looked at other times in which the
market put in a strong thrust off at least a 20-day low. There | required a close of at least a 4-day
high. | have updated the results below.
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After closing at a 20-day low yesterday, SPX closes at a 4-day high today.
Buy on close. Sell X days later. $100k/trade. 1990 - present.
X All Net All: _AIIE AI!: Al % AI!: A_'.rg AI!: I'.'Ilax All: ﬁ}vg Al I'._'Iax . Al Al Al Avg
Total |Winning| Losing Winning Winning Losing Losing |Win/Loss
Days L Trades |Trades | Trades R Trade Trade Trade Trade Ratio e
20| 62,997.74 30 25 50 83.33| 319448| 1166550( -3 37285 -5379.08 0.85 474 209992
19| 51,34514 30 23 7| TB6T7| 344383| 1203730 -255125| 534780 135 444 2044597
18| 5571458 K| 25 6| 8065 281780( 1055330 -245500| -414857 115 473 179726
17| 54,893.83 &l 24 7| TF42| 2953.51| 1118370 -231882| 424758 128 438 177077
16| 52,601.58 &l 23 g T419| 25%2212| 11,506.00| -1,82539| 432078 1.50 460 169533
15| 48,352.81 H 21 10 67 74| 3027838| 1117380 152327 4723596 1.99 417 1,559.77
14| 4981215 32 24 & T7o.00| 280513| 950730 -218838| -7897.52 128 3.84| 155563
13| 41,1834 32 23 90 T1.83| 259737 942700 -203012| -F363.04 125 3.19| 1281.82
12| 39,041.04 32 21 1 6563 27003 8,151.00| -1605.95| -55365.064 158 3.21 1,220.03
11| 45979.60 32 24 & 7500 243358 B254270| -171858) -5722.20 1.45 434 143888
10| 4281610 32 23 5 7183 257126 852430 181366 -BT74548 142 362 1,333.00
9| 4211016 32 22 10 63 75| 245215| 860310 118372 537160 207 456 131554
3| 40,7558.74 32 22 10 63.75| 2457.30 8,275.40 -1352.40) -4517.08 1.82 4.M 1,273.685
7| 2991762 32 | 11 6563 2253.98| 583220 153327 -4/108.50 1.42 272 53493
6| 25213.22 32 19 13 59.33| 219940 5,888.30| -1275.04| -5308.50 1.72 2.52 787.91
5| 20,383.94 32 20 12| 6250 180786 550880 -1314.02| -5320.00 1.38 229 637.15
4| 2181269 33 23 10 69.70( 162083 432630 -154665| -45588.50 1.05 241 66099
3| 17, 743.99 33 23 10 69.70| 1.446.52| 435590 -1552860) -4,707.50 0.93 214 537.70
2| 14,333.41 34 25 90 7353 108877 347930 137619 -3,135.00 0.7 220 43528
1 1,055.99 34 17 17 50.00 70505 253510 542593 -2,034.00 1.10 1.40 31.06

Day 1 is a bit iffy, but after that there appears to be a strong and consistent edge over the next 4
weeks. This suggests a decent chance that Tuesday’s rally was the beginning of a continued move
higher. I produced profit curves for the 8-day and 20-day holding periods highlighted above. First,
the 8 day...
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After closing at a 20-day low yesterday, SPX closes at a 4-day high today.

Buy on close. Sell 8 days later. $100k/ftrade. 1990 - present.
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The strong, steady upslope for the 8-day period is impressive and serves as confirmation of the
upside edge. Now the 20-day curve.
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After closing at a 20-day low yesterday, SPX closes at a 4-day high today.
Buy on close. Sell 20 days later. $100k/rade. 1990 - present.
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This one is a little choppier, but it sure has been strong lately, with 13 of the last 14 instances all
closing higher.

While Day 1 looked “iffy” in this study, there was one study suggesting a bearish edge for
Wednesday. Tuesday’s rally pushed the SPX through the 200-day moving average after spending
the last few days below it. The 200ma is not a magic number, but it is a well-watched line. So price
movement around it can often be volatile. 200ma breaks often get the attention of many traders.
The study below looks at other times where the 200ma was broken on a sizable rally day (1% +
gain). Interestingly, over the last 9+ years while the market has been in bull-market mode most of
the time, this action has led to short-term reversals — especially on Day 1. This can be seen in the
study below.
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SPX gains over 1% today and crosses over 200ma on a closing basis.
Buy SPX on close. Sell 1 day later. $100k/trade. 2010 - present.

Total Net Profit (%8,366.48) Profit Factor € 0.36]
Gross Profit $4,601.39 Gross Loss ($13,027.87)

: : B . . . Total Number of Trades 27 Percent Profitable (20.63%
1000t A N SRR b Winning Trades 8 Losing Trades 9
. . . } . . : Even Trades 0

Avg. Trade Net Profit Rahu Avg. Win:Avg. Loss 0.85
2000 o UG avg. Winning Trade $582.67 Avg. Losing Trade ($685.68)

. . . : : ; : Largest Winning Trade $1,699.32 Largest Losing Trade ($3,651.96)
Max. Consecutive Winning Trades 2  Max. Consecubive Losing Trades 7
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Both the numbers and the profit curve suggest a downside edge. It appears that the 1-day
excitement that is seen on the strong break through the 200ma is often a bit overdone, and that
leads to a reversal the next day.

| 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 evidence considered, 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 also still 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 stayed long at the close.

Based on the current list of active studies, expectations are set to remain bullish on Wednesday. It
would take some very compelling bearish evidence in order to change this. The Differential Pivot
will be highly inverted at 2779.73 on Wednesday. That is 0.8% below Tuesday’s close. An
inverted pivot means that the Differential Line will cross through zero if SPX closes flat. In this
case, SPX will need to close down over 0.8% in order to remain oversold. Anything other than that
and it will be considered overbought as of Wednesday’s close.

| generally view inverted pivots as opportune times to take profits. This is because upside is
basically limited to whatever happens between the open and the close tomorrow. Only a tanking
market would keep the Aggregator formation in a bullish setup. Of course in this case we are
coming off a very strong oversold condition. The 20-low to 4-high study from above suggests that
there is a good chance of upward follow through over the next several days and weeks. And the

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952




high CBI coming into Tuesday is also suggestive of more than just a 1-day bounce. When the CBI
reaches levels of that magnitude I typically like to hold at least a portion of my index position until
it returns to a more neutral 3-5. So between the Catapults and my index exposure | will be looking
to take some positions off the table on Wednesday, but | will be holding onto some for a bit longer
in anticipation of further gains in the coming days and weeks.

Intermediate-term Outlook (2 weeks — 2 months) — updated 6/3— somewhat bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

OpenCatapult Triggers

HAL —1/3 @ $21.29 (bought @ limit)

OXY - 1/3 @ $49.77 (bought @ limit)

SLB - 1/3 @ $34.69 (buy @ limit) — Not filled. Cancel for now.
SPG - 1/3 @ $162.09 (bought @ limit)

OXY —1/3 @ $49.32 (bought @ limit)

SPG - 1/3 @ $161.67 (bought @ limit)

Broad Market Large Cap CBI — 6(HAL, OXY-2, SLB, SPG-2)

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
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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

MMM(1/3) 5/3/2019 $184.75 $164.29 -11.07% sell on open
SPY(1/4) 5/8/2019 $287.53 $280.53 -2.43% sell @ $280.53 limit ON CLOSE
MMM(1/3) 5/9/2019 $177.30 $164.29 -7.34% sell on open
MMM(1/3) 5/10/2019 $175.02 $164.29 -6.13% sell on open
BLK(1/3) 5/29/2019 $426.39 $434.53 1.91% sell on open
SPY(1/4) 5/29/2019 $278.27 $280.53 0.81% sell @ $280.53 limit
NVDA(1/3) 5/31/2019 $137.14 $143.00 4.27% sell on open
BK(1/3) 5/31/2019 $42.58 $44.29 4.02% sell on open
NVDA(1/3) 6/3/2019 $135.46 $143.00 5.57% sell on open
BK(1/3) 6/3/2019 $42.69 $44.29 3.75% sell on open
HAL(1/3) 6/3/2019 $21.29 $21.96 3.15% Catapult

MS(1/3) 6/3/2019 $40.69 $42.48 4.40% sell on open
OXY(1/3) 6/3/2019 $49.77 $49.69 -0.16% Catapult

SPG(1/3) 6/3/2019 $162.09 $162.11 0.01% Catapult

SPY(1/4) 6/3/2019 $274.57 $280.53 2.17% Aggregator
OXY(1/3) 6/4/2019 $49.32 $49.69 0.75% Catapult

SPG(1/3) 6/4/2019 $161.67 $162.11 0.27% Catapult

A complete list of Quantifiable Edges trade idea results since the inception of the letter in 2008
can be found here.
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