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Market Overview

Quantifiable Edges 1-day Risk/Reward Qutlook | (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh - Bearish Bulish

Signals Overview

Aggregator CBI Reading

Flat 0

Tonight’s Research Points

e The tight consolidation near a 50-day high suggests an upside edge.
e SPY’s mild up close near the top of its range suggests a bearish 1-day edge.
e The low 3/10 Offset HV reading suggest we could see a sharp move in the next few days.

Short-term Outlook
The Bottom Line
The Aggregator is now neutral. Risk seems elevated and direction is unclear. I don’t view this as

a very opportune setup.
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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
November 15, 2019 SPY up < 0.25%, but top 10% daily rng [1 day Bearish
November 15, 2019 50-high then 5-day consolidation 1-3 days Bullish 1.10% -0.70% -1.35%
Active - Long Term
November 11, 2019 "not QE" int term Bullish
November 5, 2019 SPX 50-day %b > 100 1-50 days Bullish 4.90% -4.20% -7.90%
November 4, 2019 Presidential cycle + Best 6 mos bullish  [6 months Bullish
October 28, 2019 NASDAQ Leading int term Bullish
April 2, 2019 Golden Cross int term Bullish

The Evidence

Thursday was mixed and mild. The SPX closed up while the NASDAQ and Russell 2000 closed
down — all by less than 0.1%. Breadth was also mixed as the NYSE Up Issues % was 52% and the
Up Volume % came in at 39%. NYSE volume declined from Wednesday’s level.

The range over the last week has been extremely tight. Every SPY close in the 5 days since 11/7
has been within the daily range of that 11/7/19 bar. It is said that consolidations are often resolved
in the direction of the trend. This guideline suggests that we’re more likely to see another leg up
from here than a breakdown. The study below tests this concept. It was last seen in the 6/12/17
letter and has been updated.

After closing at a 50-day high 5 days ago SPY closes between the high and the low of that new high
day for the next 5 days. Buy on close. Sell X days later. $100k/trade. 1993 - present.
X | A AR LA e | MM Atk sae | ALae A | At
Days e el e | Trade Trade Trade Ratip | Cnoactor  Trade
10| 2990472 25 21 4 8400 8,287.04 -518258( 17017 -150223 1.14 593 1,196.19
9| 2781680 25 22 3 38.00| 632256 -2251.44 1,406.02( -1,038.54 135 9593| 1,11267
8| 26,030.22 25 21 2 84.00 §,287.04| -2080.28 45897 -1157.31 1.26 662 1,041.21
7| 18,077.25 25 15 G 76.00| 5,339.84| -34722%9| 1,352.08 -125865 1.07 337 723.09
6| 11,329.22 25 17 ] 63.00| 3,36255 -299235 121425 -1164.12 1.04 222 45317
5| 1232067 25 14 11 56.00 3,031.04| -242520 43965 -T12.22 2.02 257 492 83
4| 1456685 25 17 ] 68.00 2,8606.08| -1,541.86 1,152.56 -628.33 1.83 3.50 582.67
| 3| 14,008.37 25 19 G 76.00| 229596 -2368880( 100119 -335.71 1.20 379 560.33
2| T,33554 28 18 7 6923, 1,817.10| -1627.593 T747.58 -B73.84 0.86 220 282.29
1 518.28 28 14 12 53.85 43345 -1,100.57 45503 -502.18 R 1.15 35.32
- 23 of 26 instances (88%) closed above the entry price within 3 days.
- All instances closed above the entry price at some point in the next 2 weeks.
- 23 of 26 instances (88%) also closed at a new 50-day high within the next 2 weeks.
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It certainly appears to confirm the old technical adage. Results favor the long side over the
immediate 3-day period and they are even more impressive when looking out 8 to 10 days. Below
are some equity curves to see how the edge has played out over time. First, the 10-day.

After closing at a 50-day high 5 days ago SPY closes between the high and the low of that new high
day for the next 5 days. Buy on close. Sell 10 days later. $100k/trade. 1993 - present.
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The persistent move from lower left to upper right serves as some confirmation of the upside edge.
Next is the 3-day curve.
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After closing at a 50-day high 5 days ago SPY closes between the high and the low of that new high
day for the next 5 days. Buy on close. Sell 3 days later. $100kirade. 1993 - present.
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While mostly up the curve is a bit choppy. Of the 5 losses, two of them were fairly large. This
suggests perhaps a little more risk in this setup than in some others we examine. Over the 3-day
period the average run-up was 1.1% and the average drawdown was 0.7%. That is a comparatively
large drawdown. It isn’t very surprising though. Risks tend to be higher when you are trading near
the upper end of a range. And a tight consolidation near a 50-day high seems to qualify. 1 will also
note that the last 11 instances have all been winners. All considered, | find this study appealing
and believe it is worth considering over both very short and intermediate-term timeframes.

But | also saw some bearish evidence emerge tonight. The study below suggests that when SPY
closes strong (in the top 10% of its intraday range) but still only manages a small gain on the day,
the next day has shown a downside tendency. It appeared just a few days ago in the 11/11 letter. |
have updated the stats and the profit curve.
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SPY closes up < 0.25% but in the top 10% of the daily range.
Buy on close. Sell next day's close. $100kitrade. 1993 - present.
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This bearish edge has persisted since the inception of SPY in 1993. It appears that when the market
needs to expend a fair amount of energy just to squeak out a small gain, that its lack of momentum
is often followed by a swing back in the opposite direction the next day. | have also added this
study 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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With the mix of evidence seen tonight, the green Aggregator Line again remained just slightly
above zero. Positive readings mean net expectations are for upside over the next few days.
Meanwhile the black Differential Line dipped 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 turned
flat at the close.

Based on the current list of active studies, expectations are set to remain positive on Friday. Of
course this could change if compelling new bearish evidence emerges. Meanwhile, the Differential
Pivot will be 3092.86 on Friday. That is 0.1% below Thursday’s close. So SPX will only need to
close down about 0.1% in order to flip from overbought to oversold versus recent expectations.

So the Aggregator is now neutral. I am too. For the very short-term, expectations for Friday are
actually slightly negative, and that is reflected in the 1-day outlook at the top of the letter. But the
3-day expectations are higher as | laid out above. The tight consolidation we have seen makes it
possible a move in either direction right now could be quite sharp. This is not only evident with
the 1% study above, but the QE 3/10 Offset HV indicator also came in very low, indicating strong
potential for a big move in the next few days. I’m not overly confident in which direction it will
occur. So | will wait and look to perhaps play off this next move if it triggers in the next few days.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 11/11 — bullish

The intermediate-term outlook was last updated in the 11/11/19 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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