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Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook Quantifiable Edges 3-day Risk/Reward Outlook
Bearish Bulish - Bearigh Bulish

Signals Overview
Aggregator CBI Reading

Long 6

Tonight’s Research Points

e The weak bounce on Thursday suggests a possible downside edge.
e The high CBOE equity put/call ratio is signaling a possible rise in the next few days.

Short-term Outlook

The Bottom Line
The Aggregator remains bullish. With evidence mixed, | believe there is a moderate upside edge

over the next few days.
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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
August 16,2019 CBOE Equity Put/Call > 0.9. SPX>200 [1-4 days Bullish
August 16,2019 SPX dn 1.75%yest. Bounce < 1/4 loss 1-3 days Bearish
August 15,2019 NY SE Up Vol %< 5%. SPX > 200ma 1-2 days Bullish
Active - Long Term
August 13,2019 3rd 1% dn day in last 10. Close > 200ma [1-20 days Bullish
August 7, 2019 SPX < lower Bollinger Band 4 days 1-18 days Bullish 6.30% -3.80% -7.75%
August 5,2019 4+ Hindenburg Omen Signals 1-35 days Bearish
August 5, 2019 QQQdown 5. Today biggest drop. 1-20 days Bullish 10.60% -4.40% -7.70%
August 2, 2019 1st 10-low close in 30+ days 1-6 days Bullish
August 1, 2019 QT over. int term Neutral
July 8, 2019 NASDAQ Leading int term Bullish
April 2, 2019 Golden Cross int term Bullish

The Evidence

Thursday did not make a lot of progress in either direction. The SPX rose 0.25%, the NASDAQ
dropped 0.1%%, and the Russell 2000 lost 0.4%. Breadth was mixed as the NYSE Up Issues %
was 51% and the Up Volume % came in at 36%. NYSE volume declined some from Wednesday’s
level.

Often the 1st day of a bounce can provide us clues as to the chances of the bounce following
through. As a basic guideline, a strong initial bounce from an oversold condition is more likely to
see follow through than a weak bounce. One study I did with regards to this was last seen in the
4/10/18 letter. | have updated the results below.

SPX falls = 1.75% yesterday. Today if rises but makes up less than 25% of yesterday's loss.
Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1988 - present.
_ All: All: All: _ All: Max Al Max All: Avg All: Avg All: _ _
X ’Cglr'ur:_:t Total [Winning| Losing Prﬂlr.t:tﬁ:le Winning Losing Winning Losing Win/Loss Pruflr:kl-lli.actclr ’Cfll_ll'_:;?
Days Trades| Trades |Trades Trade Trade Trade Trade Ratio

5)-12,841.41 33 14 15 42.42| 4759.00| -5506.23| 1857.38| -1,902.36 0.87 D54 -382.18
4|-158,100.94 33 14 15 4242| 2587.55| 428475 1,55551| -2,001.65 0.78 0.58 -487.91
3| -21,157.686 33 12 21 3636 353979 -5585.45| 1394838| -1,80453 oy7 0.44 -541.14
21812877 34 16 18 4706, 27 g -3,044.10 72241 -1,538.07 0.47 0.42 -474.32
1)-11,635.81 34 14 20 4118 1, -2,302.85 §77.31| -1,055.91 0.64 0.45 -342.23

The numbers here look decidedly bearish. Below is a look at a 3-day profit curve.
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SPX falls = 1.75% yesterday. Today it rises but makes up less than 25% of yesterday's loss.
Close = 200ma. Buy on close. Sell 3 days later. $100k/ftrade. 1988 - present.
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The strong and persistent decline serves as some confirmation of the downside edge.

One notable indicator that gave an extreme reading on Thursday was the CBOE Equity-Only
Put/Call Ratio, which came in at 0.98. That means that there were nearly as many puts traded as
calls. It is a very high number for the ratio, especially with SPX still above its 200ma. The ratio
can be viewed as a sentiment indicator, and a high ratio suggests worry on the part of traders. |
looked at other times the ratio came in at 0.9 or higher and SPX closed above the 200ma. Results
can be seen below.
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CBOE Equity Only P/C Ratio closes == 0.90. SPX = 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 2006 - present.

X | Aunet | 2o hvining| Losing| £ | Winning | Losing | Wiming | Losing | Winoss || AL | AAv

Days el e el ] Rl I Trade Trade Trade Ratip | Cnractor  Trade
5| 12,900.49 11 8 3 7273 321685 -1,102.52 1,892 45 -T45.35 2.54 676 117277
| 4 11 5 2 81.82| 3,275.60 -f94.56| 1,692.33 -523.49 271 12.21 127127
3 11 g 2 8182 227240 -B0294| 122913 42687 288 1296 928.07
2 14 g 5 6420 212406 -053.16 124333 -50667 2.45 442 61333
1 15 12 3 20.00 1,595.2% | -1,801.24 §13.40| -1058.04 0.58 232 27911

Instances are a bit low, but the odds are heavily lopsided for the bulls to this point. Below is the
full list of instances assuming a 4-day hold.

CBOE Equity Only P/C Ratio closes == 090 SPX = 200ma.
Buy SPX on close. Sell 4 days later. $100k/trade. 2006 - present.
Date/Time Signal Price % Profit Run-up
Drawdown
6/8/2011 Buy $1,279.56 0.65% $1,168.44
6/14/2011 Sell $1,287.87 ($1,085.76)
6/15/2011 Buy $1,265.42 2.38% $2,543.80
6/21/2011 Sell $1,295.52 ($580.65)
5/18/2012 Buy $1,295.22 1.97% $2,561.79
5/24/2012 Sell $1,320.68 $0.00
6/13/2012 Buy $1,314.88 3.28% $3,692.08
6/19/2012 Sell $1,357.98 ($56.24)
8/1/2014 Buy $1,025.15 -0.81% $006.27
8/7/2014 Sell $1,009.57 ($1,028.87)
6/29/2015 Buy $2,057.64 0.54% $1,316.16
7/6/2015 Sell $2,068.76 (£63.26)
5/6/2016 Buy $2,057.14 0.34% $1,331.04
5/12/2016 Sell $2,064.11 (£192.48)
6/24/2016 Buy $2,037.30 3.02% $3,020.36
6/30/2016 Sell $2,098.86 ($2,235.38)
11/2/2016 Buy $2,097.94 1.98% $2,299.71
11/8/2016 Sell $2,139.53 (£665.05)
4/13/2017 Buy $2,328.95 1.15% $1,361.64
4/20/2017 Sell $2,355.84 $0.00
8/11/2017 Buy $2,441.32 -0.46% $1,344.40
8/17/2017 Sell $2,430.01 (£452.40)

In addition to the strong win rate, | also found it interesting that every single instance posted a run-
up of at least 0.9% over the next 4 days. This study seems worth some consideration and | have
added it to the Active List.
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| have updated the Aggregator chart below.
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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 also 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 stayed long at the close.

With the current evidence on the active list, expectations are slated to remain positive on Friday.
Of course that could change if compelling new bearish evidence emerges. The Differential Pivot
will be 2936.56 on Friday. That is 3.1% above Thursday’s close. A 1-day rise of that magnitude is
highly unlikely. A more likely scenario for working off the oversold condition would be a multi-
day rally or consolidation.

So the Aggregator is still suggesting an upside edge. | like the bull case. But I’d be a lot more
enthusiastic if not for the weak bounce on Thursday. I will continue to hold my current small SPY
position for another day, and see how things play out on Friday and what new evidence emerges
before determining my next move.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

Intermediate-term Outlook (2 weeks — 2 months) — updated 8/12— slightly bullish

The intermediate-term outlook was last updated in the 8/12/19 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

PFE @ $36.95 (bought 1/3 @ limit)

PFE @ $36.58 (bought 1/3 @ limit)

KHC @ $25.96 (bought 1/3 @ limit)
PFE @ $34.24 (bought 1/3 @ limit)

KHC @ $25.52 (bought 1/3 @ limit)
New

KHC @ $25.06 (buy 1/3 @ limit)

Broad Market Large Cap CBI - 6(PFE-3, KHC-3)

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.

KHC — Buy 1/3 Catapult position @ $25.06 LIMIT. From the Catapult section above, this is
the 3 and final lot of KHC.
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http://quantifiableedges.com/current-weekly-letter/
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 (% Gain/Loss [|Notes
PFE(1/3) 8/7/2019 $36.65 $34.48 -5.92% || Catapult
PFE(1/3) 8/8/2019 $35.40 $34.48 -2.60% || Catapult
KHC(1/3) 8/14/2019 $25.85 $25.06 -3.06%|| Catapult
PFE(1/3) 8/15/2019 $34.24 $34.48 0.70%|[Catapult
KHC(1/3) 8/15/2019 $25.50 $25.06 -1.73%|| Catapult
SPY(1/4) 8/15/2019]  $283.90 $284.65 0.26%|[ Aggregator

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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