QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

September 13, 2019 Volume 12 Issue 177

Market Overview

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

Signals Overview

Aggregator CBI Reading

Flat 0

Tonight’s Research Points

e RSI(2) crossing above 99 bodes well for the intermediate-term.
e DJlup 7 days in arow provides a similar message.

Short-term Outlook
The Bottom Line
The Aggregator formation is still 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
None
Active - Long Term
September 13, 2019 DJI up 7 days in a row 1-19 days Bullish
September 13, 2019 SPX RSI(2) > 99 1-15 days Bullish
September 9, 2019 NY SE Advance/Decline Line breakout |1-40 days Bullish
August 26, 2019 SPX down 4 weeks but > 40-week ma 1-10 weeks [Bullish 8.65% -3.30% -7.70%
August 13, 2019 3rd 1% dn day in last 10. Close > 200ma [1-20 days Bullish
August 5,2019 4+ Hindenburg Omen Signals 1-35 days Bearish
August 1,2019 QT over. int term Neutral
April 2, 2019 Golden Cross int term Bullish

The Evidence

Thursday was a mixed day. The SPX rose 0.3%, the NASDAQ gained 0.3% and the Russell 2000
declined 0.04%. Breadth was negative as the NYSE Up Issues % was 48% and the Up Volume %
came in at 45%. NYSE volume declined some from Wednesday’s level.

The recent rally has left the market short-term overbought by most measures. And short-term
overbought often triggers some studies that suggest a downside edge. But when the overbought
condition gets very strongly overbought, then those downside edges often disappear. And rather
than strength leading to weakness the strength will beget more strength. The strong move higher
over the last several days has turned the market so overbought that we are seeing this scenario
begin to unfold. It is exemplified in the study below from the 6/21/19 Letter, which uses RSI(2).

SPX closes = 200ma and R51(2) crosses over 99.
Buy on close. Sell X days later. $100k/trade. 1995 - present.
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The numbers here are basically neutral for the first week or so. On a short-term basis there is no
edge apparent. But once you get out 2-3 weeks, it appears the strength has re-asserted itself and
the market is often higher. Below is a profit curve showing a 15-day holding period.

SPX closes = 200ma and RSI(2) crosses over 99.
Buy on close. Sell 15 days later. $100k/trade. 1995 - present.
50000

40000

30000

Equity($)

20000

10000

Trade Number

The upside edge has been apparent for a while and still appears to be intact. Obviously, this study
does not help us with the short-term, but | have added it to the intermediate-term list.

A subscriber sent me a note this evening noting the 7-day win streak of the DJI. So | decided |
would also test past instances of that. As it turned out, this was another good example of extreme
strength begetting more strength. Below is a look at performance after other 7-day win streaks
since 1980.
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DJI closes higher for exactly the 7th day in a row and = 200ma.
Buy on close. Sell X days later. $100k/trade. 1980 - present.
X | ANet | Tl wioning| Losing| AE% | Wiming | Losing | Wining | Losig | Winoss [, AL | AbAYS
Days FII Trades| Trades | Trades FEIELE Trade Trade Trade Trade Ratio ISR TTERE
20| 7160465 35 27 ] 7ri4| 819863 -333250| 257412 -1,087.08 274 923 204585
19| 77,985.98 35 Ky 5 5.1 869505 -1875.05| 266044 -957.35 279 17.28) 218572
18| 77,477.38 36 29 7 8056 941143 -3/131.59) 254302 -112430 2582 10.84| 215215
17| 6933861 36 27 ] 75.00 8,908.69| -3,757.81 2,955.29| -1,181.58 2.54 763 1,926.07
16| 68503.78 35 prac] 3 8056 T 79247 -249715) 283245 -1.289.53 204 9387 1,90568
15| 64,160.55 35 27 ] 75.00( 8233000 -289240) 271630 -1,019.94 2.66 799 173224
14| 55247 32 36 28 2 7778 T.28238 -2T71070) 238721, -125433 1.89 6.61 1,562.43
13 48,4451 37 25 12 67.57| 7,378.91| -3,8685.00 2476.02| -1,12055 221 4.50 1,309.44
12| 42983.85 3r 24 13 6486 7T,54453 3171581 2475593 -1,265.04 1.96 361 1,161.19
11| 3767210 3T 23 14 6216 §91047| -234312| 235168 -1,189.03 1.99 326 1,0M8.18
10| 38,653.05 ar 25 12 67.57| 479514 -2 87667 208253 -1,117.51 1.86 3.88 1044868
9 41,7019 33 28 10 7363 4512580 -313250) 184448 -994.34 1.85 519( 1,097.42
4| 40,00833 38 25 12 6342| §8676.25 -2237.31 1,841.25 -655.53 2.81 6.09| 1,052.80
T 2404242 38 28 10 7368 414735 -2345855 1,524.51 -354 38 1.76 454 895.85
6| 1967218 38 26 12 68.42 465745 -3,410.35 1,306.25| -1,190.87 1.10 2.38 517.69
5| 16935368 33 24 14 63.16| 458092 2592707 129488 -1,009.55 1.28 220 44575
4| 12,656.15 38 23 15 6053 329329 242590 115958 -934.28 1.24 1.90 333.06
3| 8380759 38 15 19 50.00 3,0041%9 -1654.47 1,087.35 -523.78 1.74 1.74 23179
2 420354 36 19 19 0.00, 2,153.82 -347.62 601.92 -380.68 1.58 1.58 110.62
1 1,518.74 38 15 15 S0.00| 199543 -122054 405.72 -325.78 1.258 1.28 39.97

Similar to the RSI strategy, there is not much of an edge over the 1% few days. But once you get
out a little further, the stats appear strongly bullish. Below is a look at the profit curve assuming a
19-day holding period.
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DJI closes higher for exactly the 7th day in a row and = 200ma.
Buy on close. Sell X days later. $100k/rade. 1980 - present.
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The strong move from lower left to upper right appears to offer some confirmation of the bullish
tendency. | have also added this study to the intermediate-term active list.

Also notable from Thursday is that the Fed released the latest SOMA balances through
Wednesday’s close. Below is a screenshot from their website.
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« As of 09/04/2019 DOMESTIC SECURITIES HOLDINGS AS OF

September 11, 2019 1

“ Summary | TBills TNotesand T-Bonds FRN TIPS  Agencies
Security Type Total (in Thousands)
US Treasury Bills (T-Bills) 3,001,000.0
US Treasury Notes and Bonds (Notes/Bonds) 1,941,263,397.6
US Treasury Floating Rate Notes (FRN) 145398136
US Treasury Inflation-Protected Securities (TIPS 118,145,665.0
Federal Agency Securities™ 2,347.000.0
Agency Mortgage-Backed Securities*™ 1,489 605 276.6
Total SOMA Holdings 3,568,902.252.8
Change From Prior Week 5.602,0001
*Does not reflect inflation compensation of 24218 626,
“*Fannie Mae, Freddie Mac and Federal Home Loan Bank
***Guaranteed by Fannie Mae, Freddie Mac, and Ginnie Mae. Current face value of the securifies, which is the remaining principal balance of the securities.

The SOMA increased for the 2" week in a row. That has not happened since last November. And
the size of the increase was quite large. In fact, it was the biggest increase since the week of
3/14/18. With QT now ended and no QE policy in place, it is likely that most weeks will see
substantially less movement than this past one.

I 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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Tonight the green Aggregator Line remained just barely above zero. Positive readings mean net
expectations are for upside over the next few days. Meanwhile, the black Differential Line stayed
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.

With the short-term active studies all expiring, expectations over the next few days will be heavily
influenced by any new evidence that emerges. If nothing does emerge, expectations will remain
slightly positive thanks to the intermediate-term evidence. Meanwhile, the Differential Pivot will
be 2988.41 on Friday. That is 0.7% below Thursday’s close. Therefore, SPX would need to close
down at least 0.7% on Friday to flip from overbought to oversold vs expectations.

The overall setup is not much different than last night. The Aggregator is neutral, short-term

evidence is very light, and the SPX is mildly overbought. Nothing for me to do yet. I will continue
to wait for a more compelling market setup before looking to take on new positions.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 9/9— moderately bullish

The intermediate-term outlook was last updated in the 9/9/19 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
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
None.

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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