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Market Overview

(uantifiable Edges 1-day Risk/Reward Outlook | Quantifiable Edges J-day Risk/Reward Outlook
Bearish Bullsh - Bearish Bulish

Signals Overview

Aggregator CBI Reading

Long 0

Tonight’s Research Points

e The 3-day pullback has characteristics that suggest a bounce.
e The extremely weak closing TICK suggests an up day on Wednesday.

Short-term Outlook
The Bottom Line
The Aggregator is bullish, and I believe there is an upside edge and a good probability of a bounce

in the coming 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
September 23, 2019 Weakest week seasonality 1-4 days Bearish
September 23, 2019 SPX < 10ma after 15 days above 1-5 days Bullish
September 20, 2019 RUT down 3. SPX 3-day high. 1-4 days Bullish 2.20% -0.60% -1.30%
Active - Long Term
September 20, 2019 RUT down 3. SPX 3-day high. 1-10 days Bullish 3.60% -0.90% -1.95%
September 13, 2019 DJI up 7 daysinarow 1-19 days Bullish
September 13, 2019 SPX RSI(2) > 99 1-15 days Bullish
September 9, 2019 NYSE 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 inlast 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

The “weakest week” kicked in to high gear on Tuesday. The SPX fell 0.8%, the NASDAQ lost
1.5%, and the Russell 2000 declined 1.6%. Breadth was negative as the NYSE Up Issues % was
31% and the Up Volume % came in at 20%. NYSE volume rose some from Monday’s level.

The fact that Tuesday was the 3rd down day in a row was notable. I’ve discussed 3-day pullbacks
many times before and a few studies associated with them came up tonight. They tend to provide
a nice upside edge under the right conditions. The study below is a combination of a few studies
from the Quantifinder. It considers 1) the fact that today's drop was especially large compared to
the previous 2 days, 2) the 10-day low close, and 3) that the pullback did not originate from a 20-
day closing high.

SPX closes down for exactly the 3rd day in a row. Today is the largest drop of the decline.
The pullback did not immediately follow a 20-day high. SPX closed at a 10-day low and = 200ma.
Buy on close. Sell X days later. $100k/trade. 1988 - present.

X All Net All: ) lAII:. AI!: Al T ﬁ:l!: r.1.ax All: I..1ax ﬁ:l!: A.vg All: ﬁ:«vg ) .AII: Al All Avg
Profit Total [Winning Losing Profitable Winning Losing Winning Losing Win/Loss ProfiFactor Trade
Days Trades| Trades Trades Trade Trade Trade Trade Ratio
5| 39,867.27 44 25 15 6591| 439294 -3 1,851.78 -935.582 1.98 3.83 501.53
4| 3178715 45 30 15 6667| 473113 169216 -128517 1.34 287 T06.38
3| 2862731 45 25 16 64.44| 394055 1,562.30| -1,042.45 1.50 272 636.16
2| 2815821 45 25 16 64.44| 374445 1,343.42 -300.1% 1.68 3.04 581.25
1 13,033.27 45 ¥ 14 68.83| 250350 73550 -647 86 1.05 233 289 63

The stats suggest an upside edge over the next week. Below is a look at a 5-day profit curve.
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SPX closes down for exactly the 3rd day in a row. Today is the largest drop of the decline.
The pullback did not immediately follow a 20-day high. SPX closed at a 10-day low and = 200ma.
Buy on close. Sell 5 days later. $100k/rade. 1988 - present.
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That is a nice, steady move from lower left to upper right. This serves as some confirmation of the
edge suggested by the numbers. | have added this study to the Active List tonight.

My friend and colleague, Tom McClellan ( http://www.mcoscillator.com/ ), taught me a while
back that closing TICK values can be used as a valuable indicator. Closing TICK values tend to
do a good job of representing end of day order imbalances. When the closing TICK is very weak
that means there are a lot of sell orders at the end of the day. A strong closing TICK would indicate
lots of buy orders coming in at the end of the day. The final flurry of buying or selling, and market
participants’ willingness to hold positions overnight, can act as a good sentiment gauge.

On Tuesday the NYSE closing TICK was -617. This is an extremely low closing reading and it
represents the lowest TICK close since 10/10/18. The study below was last featured back in the
3/11/15 Subscriber Letter. It looks at short-term SPX lows in conjunction with long-term closing
TICK lows. Results have been updated.
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http://www.mcoscillator.com/

NYSE TICK closes at 100-day low and SPX closes at 5-day low but = 200ma.
Buy SPX on close. Sell next day's close. $100k/trade. 7/1/98 - present.
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The numbers are impressive, but the chart is quite choppy. Of course it is not too surprising that
results following a scary finish have been volatile. I believe this study is worth some consideration
and | have added it 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/

¢+ TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl e =

SSPX.X - Daity CBOE L=2 96660 -25.18 -0.84% B=2,927.32 A=3,010.10 0=3 00243 Hi=3,007.98 Lo=2,957.73 C=2,066.60 V=1.974308

htty
s

[ -

F3,020.00

D++*DT*-ﬁl -

F2,840.00

F2,850.00

F2,840.00

QE Aggregator 1D (3, ADE.Barinterval "QEA41""MY CLASS" True) 0.56 0.10
T

12 15 25 Sep 9 16 23

< >

With tonight’s evidence considered, the green Aggregator Line moved back 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 Wednesday.
Of course this could change if compelling new bearish evidence emerges. Meanwhile, the
Differential Pivot will be 3002.22 on Wednesday. That is 1.2% above Tuesday’s close. Therefore,
SPX would need to post a sizable 1.2%+ rally on Wednesday in order to flip from oversold to
overbought vs expectations at the close.

So the Aggregator is now bullish. Pullbacks in uptrends will often offer favorable opportunities.
This looks like one to me. While the “Weakest Week” may not have played itself out yet, we are
seeing other evidence suggesting a bounce is likely. With SPX at a 10-day low it is oversold using
numerous metrics. And there is ample room to the upside before it would turn overbought. That
helps with profit potential. We are still in a weak seasonal period and this could be the beginning
of a larger decline. So I am not going to dive in head first here. But I will dip my toe and look to
take on a small amount of index exposure on Wednesday with an SPX position.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 9/23— moderately bullish

The intermediate-term outlook was last updated in the 9/23/19 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 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.

SPY —buy % index position @ $295.87 LIMIT. Based on the short-term outlook above, | will
look to start building a long index position on Wednesday if | can get filled at a price <=
Tuesday’s close.

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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