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Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook | Quantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh  Bearish Bullish

Signals Overview

Aggregator CBI Reading

Long 4

Tonight’s Research Points

e The 1st 10-day low in a while is often buyable.
e 3 days down from a 50-day high that leaves the SPX at a 10-day low has typically been
followed by a rebound in the coming days.

Short-term Outlook
The Bottom Line
The Aggregator is bullish. I continue to like the long side.
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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
December 4, 2019 3 Dn to 10-low from 50-high 1-8 days Bullish
December 4, 2019 SPX close btm 10%, 5-low on Monday 1-6 days Bullish
December 3, 2019 SPX close btm 10%, 5-low on Monday 1-5 days Bullish 2.10% -1.00% -2.10%
December 2, 2019 Unfilled gap up to 20-high, then unfl dn [1-4 days Bearish
November 22,2019 SPX < 10ma after 25+ days above 1-9 days Bullish
Active - Long Term
December 3, 2019 SPY ist below 10ma in > 25 days 1-19 days Bullish 4.20% -0.90% -2.20%
November 22,2019 1st 5 lowin 10 days. Close > 10ma 1-10 days Bullish
November 20, 2019 SPXup 5 50-high, then down 1 1-10 days Bullish
November 19, 2019 Hindenburg Omen cluster 1-35 days Bearish -5.85% 2.70% 4.40%
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

Tuesday suffered some additional selling as the last few days has now seen a bonafide pullback.
The SPX finished the day down 0.7%, the NASDAQ lost 0.55%, and Russell 2000 fell 0.3%.
Breadth was also negative as the NYSE Up Issues % was 39% and the Up Volume % came in at
36%. NYSE volume rose some from Monday’s level.

Notable about the low close on Tuesday is that it was the 1st 10-day low close since 10/2. Before
Tuesday SPX had gone 42 trading days without closing at a 10-day low. That is a long time.
Historically the 1st pullback to a 10-day low after a long time without one has provided a solid
upside edge. In the past I also found that the edge is more prevalent when SPX has been trending
than when it has been chopping sideways for an extended period. | used ADX to determine trend
strength. | found that a reading of 20 or higher seemed to be a decent filter. I last shared the study
below in the 8/2/19 letter. Results are updated.
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After going at least 30 days without closing at a 10-day low SPX closes at a 10-day low and = 200ma.
14-day ADX = 20. Buy on close. Sell X days later. $100k/trade. 1980 - present.

X All Net All: All: All: All T All: Max All: Max All Avg All: Avg All:

L . C . . . ) Al All: A
Days | PoR o ie o conae | YRS | s | emns Lo | WSS ptracr Trade
10| 71,414.18 50 33 17 66.00| 1239576 -5362.24| 283313 -1308.48 217 421 142828
O| 68,787.99 50 38 14 72.00| 10,529.82| -3, 753.36| 250443 | -15286.55 1.64 422 137578
3| 6835004 50 33 12 7600 1055448 511772 230148 -159210 1.45 458 1,357.02
7| 4830298 50 35 15 70.00| 774324| 814112 224001 | -2,006.49 1.12 2.60 966.06
6| 4870761 50 37 13 74.00| 589374 -4111.40| 187015 -1576.00 1.19 338 57415
5| 42203.11 50 34 16 63.00| 480835 -350211| 180458 -1187.03 1.51 3.20 344.05
4| 36,211.39 50 33 12 765.00| 459050| -2516.60( 149341 -1711.582 0.87 2.76 72423
3| 1724858 50 33 17 66.00) 394055 -446488| 1,163.86 -124454 0.94 1.82 34497
2| 471421 50 30 20 60.00| 374445 -7 559.56 5983.40| -1,239.39 0.79 1.19 94,28
1| 4,387.82 50 28 22 56.00) 228760 -1922.40 679.76 -565.70 1.02 1.30 B7.76

46 of 50 instances (93%) closed above the entry price
at some point in the next week.

The numbers here are quite good, suggesting a short-term upside edge. Below is a 6-day profit
curve.

After going at least 30 days without closing at a 10-day low SPX closes at a 10-day low and = 200ma.
14-day ADX = 20. Buy on close. Sell 6 days later. $100k/trade. 1980 - present.
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This profit curve shows a strong steady upslope. This study also confirms other we have seen in
recent days that note 1%t pullbacks after a long run higher are typically buyable.

The decline in SPX also meant it was the 3rd day in a row in which it closed lower. Often 3- day
pullbacks will trigger some bullish studies. In the 3/7/19 letter | showed a study that noted 1) the
pullback originated from a 50-day high, and 2) it left SPX at a 10-day low. | have updated that
study below.

After closing at a 50-day high 3 days ago, SPX closes down the last 3 days and closes today
at a 10-day low. Buy on close. Sell X days later. $100k/ftrade. 1990 - present.
X | et | S g Losing | A% | Winng | Losing | Wiming | Losng | Wiless AV | ALAW
Da'_.rs EDIE Trades| Trades | Trades FOLELE Trade Trade Trade Trade Ratic PR T
10| 37,782 40 25 19 10 6552 7,183.08| -3,763.96 2,830.39 1,599 49 1.77 3.36 1,302.84
9| 3861676 29 21 8 7241| 6,197.04| -3,145.44| 248154 -1686.94 1.47 3.86| 1,331.61
& 4331008 29 23 6 7931| 6,56298| 292008 224254| -1378.08 1.63 6.24| 149345
7| 3334577 29 21 g 7241| 473688 -2,15055 200454 -1,093.70 1.83 481 1,149.85
6| 28317.42 25 18 11 82.07 3,768.08| -2645.10 -308.29 2.42 3.96 S07.50
5 T2 25 18 11 82.07 3,8592.40 -1,821.15 -521.08 2.08 3.41 340.47
4 e 25 20 9 88.97 3,834.98 | -2618.80 -1,161.08 1.49 3.30 325.54
3 25 21 3 T2.41 320112 -2,280.35 -1,114.47 1.1 2.90 585.03
2 29 19 10 6552 220015 -2668.32 -510.90 1.27 2.40 441.30
1 29 19 10 6552 1,767.00 -1,80576 -524 23 1.36 259 287 438

We see here that the odds favor a bounce, and that it has often persisted up to 8 days out. Below is
a profit curve for the 8-day holding period.
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After closing at a 50-day high 3 days ago, SPX closes down the last 3 days and closes today
at a 10-day low. Buy on close. Sell 8 days later. $100k/trade. 1990 - present.
S0000 .

40000

30000

20000

Equity($)

10000

1 2 3 4 5 -] T 2 9 0 11 12 13 14 15 16 117 18 1% 20 21 22 23 24 25 26 27 28 29
Trade Number

Here again we see a strong, steady upslope. This study also seems worth consideration and has
been added to the short-term active list.

| 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 today’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 is now very high above 0. The positive Differential Line reading means SPX is
strongly 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.

Based on the current list of active studies, expectations are set to remain positive on Wednesday.
This is unlikely to change. Meanwhile, the Differential Pivot will be 3150.10 on Wednesday. That
is asizable 1.8% above Tuesday’s close. So SPX will need to close up at least 1.8% on Wednesday
in order to flip to overbought versus expectations.

So the Aggregator is bullish. Evidence is building for the bulls, and the market is as oversold as it

has been in a long time. | like the bullish case. | took some long exposure on Tuesday. If
Wednesday closes down a fair amount, | may look to add to my position.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 12/2 — bullish

The intermediate-term outlook was last updated in the 12/2/19 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

QCOM - 1/3 @ $85.11

QCOM - 1/3 @ $84.89

QCOM - 1/3 @ $84.63

New

GE - 1/3 @ $10.99 (buy @ limit)

Broad Market Large Cap CBI — 4(QCOM3-, GE)

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 @ $308.00 LIMIT ON CLOSE. Based on the short-term outlook
above, I will look to add to my position if SPY closes down a decent amount on Wednesday.

GE — Buy 1/3 Catapult position @ $10.99 LIMIT. From the Catapult section above, this is the
1% of up to 3 possible lots for GE.
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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 |Stop |Notes
QCOM(2/3)] 11/26/2019 $84.89 $83.55 -1.58% Catapult
QCOM(1/3)]  11/27/2019 $84.63 $83.55 -1.28% Catapult
SPY(1/4) 12/3/2019 $308.65 $309.55 0.29% Aggreagator

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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