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Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 8

Tonight’s Research Points

e SPY’s unfilled gap up and move higher happened in a way that suggests a solid probability
of more upside follow-through, but perhaps not on day 1.
e The Fed Day setup is not very appealing.

Short-term Outlook
The Bottom Line
The Aggregator is bullish, but with Fed Day uncertainty | am inclined to take profits on my current

index position.
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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
January 29, 2020 10-low. Unfilled gap up and close <10 [1-5 days Bullish
January 28, 2020 1st 10-lowin 30 days 1-8 days Bullish
January 28, 2020 VIX 35%above 10ma 1-2 days Bullish
January 27,2020 1st close < 10ma in over 25 days 1-9 days Bullish 2.65% -0.85% -1.80%
January 27,2020 SPY system 11111 1-3 days Bullish
January 23,2020 20-high close in bottom 10% intraday  |1-6 days Bullish 1.50% -1.00% -2.00%
Active - Long Term
January 27,2020 1st close < 10ma in over 25 days 1-19 days Bullish 3.90% -1.60% -4.20%
January 17, 2020 SPX 50-day %b > 100 1-50 days Bullish 4.90% -4.20% -7.90%
November 11, 2019 "not QE" int term Bullish
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 saw the market bounce ahead of the big Fed announcement on Wednesday. The SPX rose
1.0%, the NASDAQ rallied 1.4% and the Russell 2000 gained 0.9%. Breadth was negative as the
NYSE Up Issues % was 70% and the Up Volume % came in at 73%. NYSE volume declined
some from Monday’s level.

Monday’s rally was marked by the fact that it featured an unfilled gap up and a further rise after
the open. | have looked at setups like this a number of times in the past. A couple of things that
make this unfilled gap up appealing are that 1) it came from a short-term low, but not an
intermediate-to-long-term low, and 2) it closed below the 10ma. The study below was last seen
in the 10/1/19 letter. It looked at situations just like the current one. | have updated all the stats.

After making a 10-day intraday low yesterday (but not a 20-day low) SPY leaves an unfilled gap up
today and closes above the open. It closes below the 10ma but above the 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.

X All Net All: .AII:. AI!; All AI!: M.EX All: r..'Iax AI!: A.\.fg All: ﬁ.wg .AII: Al All Avg
Profit Total |Winning| Lesing Profitable Winning Lesing Winning Lesing Win/Loss ProfiFactsr Trade
Da‘_.l'S Trades| Trades |Trades Trade Trade Trade Trade Ratio
5 34 25 ] 73.53| 4106863 -1949.70( 129427 -873.70 1.33 369 593.93
4 34 23 11 6765 3090483 -2,09653 140308 &51.08 1.64 342 673.93
3 35 22 13 6286 391492 -213360 117205 -3783.33 1.33 228 410.48
2 35 20 15 5714 282800 -292656( 114169 -1037.08 1.10 1.47 207.93
1 35 18 16 51.43| 1,773.48| -2,895.33 750.53 813.20 0.92 1.04 14.24

33 of 35 instances (94%) closed above the entry price
at some point in the next week.
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Indications here are bullish across the board. It is impressive that nearly every instance saw a

continuation of the rally at some point in the next week. Below is an equity curve that assumes a
5-day holding period.

After making a 10-day infraday low yesterday (but not a 20-day low) SPY leaves an unfilled gap up
today and closes above the open. It closes below the 10ma but abave the 200ma.
Buy on close. Sell 5 days later. $100k/trade. 1993 - present.
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Despite a few recent failures, the strong upslope is impressive and the curve is near new highs.

Also in the 10/1/19 subscriber letter | examined instances that hit not only 10-day lows, but also
20-day lows before the bounce occurred. Such bounces from 20-day lows tended to do a poor job
of following through with more upside. This can be seen in the results table below.
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After making a 20-day intraday low yesterday SPY leaves an unfilled gap up today
and closes above the open. It closes below the 10ma but above the 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.

K a2 T [ st T Tann | Ty [
Days e el e | Trade Trade Trade Ratip | Cnoactor  Trade
5 482953 36 19 17 52.78| 317832 -3,738.32 1,768.45( -1,602.38 1.04 147 13417
4 3,508.36 32 22 16 57.89 295020 -2,880.23 1,350.01 | -1635.99 0.82 1.13 9233
3 192.41 40 21 19 5250 3,306.24| -3,070.52 1,130.28| -1238.14 0.91 1.01 4.81
2| -286281 42 22 20 52.38| 308076 -2818.42 1,087.89( -1,307.82 0.82 0.50 -63.40
1 -2272.03 42 17 25 4048 247005 -1,777.90 270.26 -529.19 1.28 0.87 -54.10

In the 10/1/19 subscriber letter I also showed the importance of closing below the 10-day moving
average, as opposed to above it. To do that | took the first study | showed and simply flipped that
filter. Those results can be seen below.

After making a 10-day intraday low yesterday (but not a 20-day low) SPY leaves an unfilled gap up
today and closes above the open. It closes above the 10ma and above the 200ma.
Buy on close. Sell X days later. $100k/rade. 1993 - present.
X All: Net Profi TJ:LI w:::'ing L:f;l:ﬁg Al % ﬁ:n}:;gg ﬁ:ﬁﬂ:ﬁ Tli;ik:gg TL;LE; Wi;;‘ﬂi:lss Al All Avg
Da‘_n"S Trades| Trades | Trades FIILE Trade Trade Trade Trade Ratio R e I
5 3,899.51 21 11 10 52.38 369.86 1,753.14) -1 346875 3,691.98 0.65 0.71 -185.69
4 132325 2 11 10| 5238 649.26) 180347 -B4651| 178875 0.77 0.84) 63.01
3 428502 21 10 11 4762 542.61 1,393.05 973.73 2 475.20 0.66 0.50 -204.05
2 263012 21 10 11 4782 504.06 1,32528 -788.25 2,293.20 077 0.70 -125.24
1 577761 2 8| 13| 3810] 46578 w4000 73107 2591568 0.64 0.38) -275.12

As you can clearly see, instances like this did not provide a reliable upside edge either. Part of the
reason for this is likely that such strong bounces alleviate the oversold condition that may have
been partially responsible for creating the upside edge. Perhaps fortunately for bulls, SPY appears
to have bounced "just right" on Tuesday.

Of course Wednesday is a Fed Day. | wrote a good amount about Fed Days last night, so | won’t
repeat it all here. | noted in the studies posted last night that Fed Days have done substantially
better when SPY closes low in its range. Tuesday saw SPY close in the top quartile, which has not
been a good thing. Below are the top quartile results I showed last night.
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Tomorrow is a Fed Day SPY closes in the top 25% of its infraday range.
Buy on close. Sell Fed Day's close. $100kitrade. 1993 - present.

radeStation Performance Summary Expand ¥
all Trades
Total Met Profit %£6,104.41 Profit Factor 1.24
Gross Profit £31,767.69 Gross Loss (325,663.28
Total Number of Trades 83 Percent Profitable 48, 19%}:
Winning Trades 40 Losing Trades 41
Even Trades 2
Avg. Trade Met Profit Ratio Avg. Win:Avg. Loss 1.27
Avg. Winning Trade £794.19 Avg. Losing Trade (5625.93)
Largest Winning Trade %£2,238.25 Largest Losing Trade (32,739.69)

When there has been a lot of confidence or complacency leading up to the announcement, that has
nearly eliminated the typical Fed Day edge. So | am not viewing this as a bullish Fed Day edge
for Wednesday.

| 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 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 is still very far above 0. The positive Differential Line reading means SPX is
(strongly) oversold versus recent expectations. So expectations are positive and SPX is still
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 bullish on Wednesday.
This is unlikely to change. Meanwhile, the Differential Pivot will be 3304.83 on Wednesday. That
is 0.9% above Tuesday’s close. So SPX will need to close up at least 0.9% on Wednesday in order
to flip from oversold to overbought versus expectations.

So the Aggregator is still suggesting an upside edge. Short-term evidence has been dominated by
bullish studies, and despite the bounce on Tuesday, SPX still needs to go a bit further to reach
short-term “overbought”. But the Fed is a wildcard. The record under Powell has not been great,
and a strong reaction could go either way for a day or so. So I am inclined to look to take profits
on my SPY index position prior to the Fed announcement if | can get a solid fill. If the reaction to
the Fed does cause a selloff, I might be buying right back in tomorrow. A strong positive reaction
is probably something | would sell at the close anyway.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 1/27 — bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

OpenCatapult Triggers

OXY —1/3 @ $43.29 (bought at limit)

OXY —1/3 @ $42.52 (bought at limit)

OXY —1/3 @ $42.22 (bought at limit)

AGN —1/3 @ $188.19 (buy at limit) — not filled / cancel for now
C-1/3 @ $76.71 (buy at limit) — not filled / cancel for now

FB — 1/3 @ $214.87 (bought at limit)

NKE - 1/3 @ $100.24 (bought at limit)

WFC — 1/3 @ $47.10 (buy at limit) — not filled / cancel for now

Broad Market Large Cap CBI — 8(OXY-3, AGN, C, FB, NKE, WFC)

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.

None tonight.
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Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss |Stop Notes
OXY(1/3) 1/23/2020 $42.62 $41.20 -3.33% Catapult
OXY(1/3) 1/24/2020 $42.47 $41.20 -2.99% Catapult
OXY(1/3) 1/27/2020 $41.02 $41.20 0.44% Catapult

SPY (1/4) 1/27/2020]  $323.03 $326.89 1.19% see note below
FB(1/3) 1/28/2020| $214.87 $217.79 1.36% Catapult
NKE(1/3) 1/28/2020]  $100.24 $100.41 0.17% Catapult

| will look to exit SPY if | can get a favorable fill on Wednesday before the Fed Announcement.
This means | will SELL AT $327.15 LIMIT. If not filled by 2pm, I will lower the price to SELL @
$325.75 LIMIT at 2pm. If still not filled, I will just cancel the order and hold my index position
through the close.

A complete list of Quantifiable Edges trade idea results since the inception of the letter in 2008
can be found here.

The author of Quantifiable Edges (QE), Mr. Robert Hanna, is separately affiliated with a registered investment adviser in the States of Washington,
California, Colorado, Michigan, Texas and Louisiana, Eastsound Capital Advisors, LLC (ECA) d.b.a. Hanna Capital Management, LLC. ECA may
not transact business in states where it is not appropriately registered, excluded or exempted from registration. Individualized responses to persons
that involve either the effecting of transaction in securities, or the rendering of personalized investment advice for compensation, will not be made
without registration or exemption. Advisory clients of ECA utilizing the approaches developed by Mr. Hanna will receive the QE newsletter at no
charge. ECA is not otherwise affiliated with QE, and neither endorses nor warrants the content of this site, the QE newsletter(s), any embedded
advertisement, nor any linked resource herein.

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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