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Market Overview

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

Signals Overview

Aggregator CBI Reading
Flat 0

Tonight’s Research Points

e The breakout does not appear to be providing a compelling short-term edge.

Short-term Outlook
The Bottom Line
The Aggregator remains 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
July 22, 2019 Bottom 10% daily 2x in 3 days <10>200(1-8 days Bullish 2.90% -1.30% -2.80%
Active - Long Term
July 8, 2019 5-up to 50-high and then 1 down 1-10 days Bullish
July 8, 2019 NASDAQ Leading int term Bullish
April 2, 2019 Golden Cross int term Bullish
October 1, 2018 Quantitative Tightening int term Bearish
Dropped Tonight
July 18, 2019 Bottom 10% daily, 5-low > 200 1-4 days Bullish

The Evidence

Wednesday saw most of the indices higher, and SPX and the NASDAQ both made new highs. The
SPX finished up 0.5%, the NASDAQ rose 0.85%, and the Russell 2000 climbed 1.6%. Breadth
was positive as the NYSE Up Issues % was 72% and the Up Volume % came in at 74%. NYSE
volume rose some from Monday’s level.

Breakouts to new highs can sometimes trigger compelling studies, but this one appears lacking.
One issue was the higher volume. The studies below are from the 7/2/14 letter. The only difference
between the two is that the 1st one requires a rise in volume and the 2nd one requires a decline in
volume. Stats are updated for both of these.

SPX closes at a 50-day high after not doing so for at least 5 days. NYSE volume is higher
than yesterday. Buy SPX on close. Sell X days later. $100k/rade. 1996 - present.
. All: All: All: . All: Max All: Max All: Avg All: Avg All: . .
X ﬁgtuh:_:t Total [#inninc|Lezing Prj;:!r.t::rle Winning Lo=ing Winning Loging Win/Loss Z'rufrtAl:chtur ﬁ.kll.lé:;\;;g
Days Irades Trades [Trades Trade Trade Trade Trade Ratio
S 1522264 91 =3 38 s8.24 5231458 445284 1,165.78 | -1,225.37 0.95 1.33 167.28
4| 1050632 91 c2 33 £53.74 3,438, 042,49 -1 34267 0.70 1.24 115.45
3 1,883278 91 55 36 §0.44 3,83 20940 11812 0.55 1.05 21.91
2 3,876.01 91 42 43 5275 159 515.62 TI7.34 0.79 0.28 -42.59
1 421617 91 45 45 S0.55 1,6 395.95 -311.05 1.27 1.30 4533
SPX closes at a 50-day high after not doing so for at least 5 days. NYSE volume is lower
than yesterday. Buy SPX on close. Sell X days later. $100k/trade. 1996 - present.
5 All: All: All: . All: Max All: Max All: Avg All: Avg All: 5 _
X ﬁglr'nmf? Total [Winning|Lesing Prufﬁahl& Winning Loging Winning Lo=ing Win/Loss 3r|:|frtAF|Lctnr ﬁ.‘ll.lf;‘j";g
Dai"'s lrades Trades [Trades Trade Trade Trade Trade Ratio
5| 42304320 T4 A7 27 63.51 368708 -3070.40 1,326.33 -741.84 1.79 311 571.69
4| 28,057.45 T4 S0 24 67.57 3,349.50 | -2913.85 1,012.78 540,51 1.08 2.24 379.15
3| 289,643.15 T4 =0 24 67.57 2,802.84 0 -2125.44 S380.45 -B07.56 1.21 2.53 400.58
2| 18,278.52 74 51 23 83.92 221208 275274 63563 -T01.67 0.91 2.01 219.98
1 7,165.02 T4 45 25 55.22 1,415.70 | -1,921.32 I57.34 -£33.39 0.85 1.66 06.32
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We see here that lower volume appears more favorable when a breakout occurs. And that is today’s
setup. We have seen similar studies many times over the years. In the past | have also shown that
1) longer bases (10+ days) were favorable, and 2) extremely high volume (20-day high) also tended
to generate better odds. Of course we did not have either on Wednesday. Below are other times
neither were present.

SPX closes at a 50-day high after not doing so for at least 5 days but < 10 days. NYSE volume is
higher but < 20-day high. Buy SPX on close. Sell X days later. $100k/trade. 1996 - present.
. All: All: All: ) All: Max All Max All: Avg All: Avg All: . )
X ﬁ;lr.ur-:_;t Total |[Ninning Losing PI'I:IT—I:tEmE Winning Losing Winning Losing Win/Loss 3r|:|1'rtAFIL..|c1|:|r ATIII'_;;:Q
Da‘_.fs Trades Trades [Trades Trade Trade Trade Trade Ratio
5 1,293.438 32 19 13 5933 4,090.16| -3,485.78 1,019.70( -1,390.33 0.73 1.07 40.42
4| 3,769.59 32 20 12 6250 2951.04 -3,588.90 5909.00| -1,200.87 .76 1.26 117.30
3 -516.16 32 22 10 6875 1,75232 -3,456880 584 87| -1,333.50 0.42 053 -28.63
2 2352112 32 17 15 5313 104340 -222285 42563 -T43.78 057 085 -122.53
1] 1,453.18 32 16 8 50.00 635.99 587.24 253.47 -162.02 1.56 1.56 4572

No matter how I slice it, Wednesday’s breakout does not appear to suggest a short-term edge. No
new studies are being added to 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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Without any new studies being added tonight, 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 list of studies, expectations are currently slated to remain positive on
Thursday. With just 1 active short-term study, this could easily change if compelling new bearish
evidence emerges. The Differential Pivot will be 2999.33 on Thursday. That is 0.7% below
Wednesday’s close. Therefore, SPX will need to close down about 0.7% on Thursday in order to
move from overbought to oversold versus recent expectations.

This does not appear to be a compelling setup for entering new trades. Evidence is moderately
bullish. But the strongly overbought market increases risk and reduces reward potential. | am not
a fan of this setup. I’ll continue to wait patiently and remain on the lookout for the next favorable
opportunity to emerge.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 7/22 — bullish
The intermediate-term outlook was last updated in the 7/22/19 Letter. It can be found in the most
recent weekly letter on the website.

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

OpenCatapult Triggers
None

Broad Market Large Cap CBI -0

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

Current Open Trade Ideas

Symbol Entry Date Entry Price| Current Price|] % Gain/Loss|Notes
ORCL(1/3) | 7/18/2019 $57.69 $58.11 0.73%]sell on open
LMT(1/3) 7/19/2019 $356.21 $358.20 0.56% |sold on open
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