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Signals Overview

Aggregator CBI Reading
Short 0

Tonight’s Research Points

e Volume, price action, and sentiment are all pointing lower.

Short-term Outlook

The Bottom Line
The Aggregator is bearish. While there are risks, the edge appears strong enough to look to take

advantage of with a small 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
March 30, 2020 SPX dn 2.5% on a Friday 1-5 days Bullish 3.70% -2.55% -5.60%
March 30, 2020 3 days up from 50-low then 1 down 1-2 days Bullish
March 30, 2020 Week after 4th Friday in March bullish [1-5 days Bullish 2.00% -1.00% -2.10%
March 30, 2020 Low range inside < 200ma 1-2 days Bearish
March 30, 2020 1% down < 3/4 of yesterdays rally 1 day Bearish
Active - Long Term
March 27, 2020 3 70% Up Issues Days 1-85 days Bullish
March 23, 2020 QE4 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 (will flip on 3/30) int term Bullish
Dropped Tonight (expired or Avg move + 1 std dev exceeded)
March 27, 2020 |SPX up 3 days from 50-day low 1-5 days Bullish 3.20% -1.50% -3.00%

The Evidence

The market gapped up to start the week and generally rose throughout the day, closing near the
intraday highs. The SPX finished up 3.4%, while the NASDAQ gained 3.8% and the Russell 2000
climbed 2.3%. Breadth was just mixed as the NYSE Up Issues % was 58% and the Up Volume %
came in at 48%. NYSE volume came in at the lightest level in over a month.

The NYSE Up Volume % breadth on Monday was the lowest there was since 1955 on a day that
SPX gained at least 2%. Volume, price action, and sentiment all generated bearish evidence
tonight, with a large number of Quantifinder studies triggering. I’ll go through several of the more
compelling ones.

There were a few VXO (old calculation for the VIX) studies that triggered. The one below was
seen recently in the 3/16/20 letter. It looks at big drops in the VXO when SPX is below its 200ma.
| have updated the results.

VXO closes down = 15%. SPX closes < 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 1998 - present.
5 All: All: All: . All: Max All: Max All: Avg All: Avg All: . 5
X ;glr'ur:_:t Total [Winning| Losing Prﬁgr.t:tﬁ:le Winning Losing Winning Losing Win/Loss Prufﬁkllléctm ;EII'IE:EI?
Days Tradez| Trades Trades Trade Trade Trade Trade Ratio
5| -39,808.00 22 11 11 50.00 591544 14 61560 200425 562320 0.36 0.36| -1,805.45
4| -45825.37 24 5 15 3750 410478 -10,971.63 1,921.06| -4,207.66 0.45 027 -1,909.39
3| -45,288.88 25 8 17 32.00| 299344 -11,265.12 1,254.98( -3,254.63 0.39 018 -1,811.56
2| -49 311.32 25 5 20 20,00 246636 -945549 1,214.59( -2,769.21 0.44 011 -1,872.45
1| -29 71561 25 7 12 28.00 2 404 65 -11695 .04 233.06| 197423 042 0.16| -1182862
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Numbers here appear quite bearish. Sharps drops in fear are often met by short-term selling. Below
is a look at the profit curve.

VX0 closes down = 15%. SPX closes = 200ma.
Buy SPX on close. Sell 2 days later. $100k/trade. 1998 - present.
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The move from upper left to lower right serves as some confirmation of the downside edge.

This next study simply considered the price action on Monday, including the unfilled up-gap and
the long-term downtrend. It was last seen in the 11/27/18 letter, and is updated below.
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SPY gaps up between 0.5% and 1.0%. The gap never fills and it closes higher than the open.
Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.

by Al Net All: All: Al All % Al Max All: Max All Avg All: Avg All:

S . - . S . - All: Al Ao
Days | PO o W0 L0 g | IR | LiSho | Wk | Lo | WL racr e
5(-10,998.81 45 28 13 60.87| 629395| -9,55890| 150054 -294521 0.51 0.79 -239.10
4| -9,953.91 47 27 20 57.45| 3,039.95| -B875.20| 1,560.21| -2,603.98 0.60 0.81 -211.79
3| -2,312.80 45 30 19 61.22| 278487 -554995| 126195 -211428 0.60 0.54 -47.20
2| -11,3458.02 52 24 28 4615 2,803.08| 43871891 124182 -1,46963 0.24 0.72 -218.19
1| -10,269.80 53 23 30 4340 2416.96| -3,47458 T45.65 -913.99 0.82 0.63 -193.77

Consistency appeared somewhat weak, which gave me some pause. So let’s consider the equity curve
when deciding whether to incorporate the study into the Aggregator.

SPY gaps up between 0.5% and 1.0%. The gap never fills and it closes higher than the open.
Close = 200ma. Buy on close. Sell next day's close. $100k/rade. 1993 - present.
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The curve actually looks fairly compelling. | decided this study was worth consideration.
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There were also a good number of studies that noted the light volume on the sharp rally on Monday.
The one below was from the 5/19/2009 letter. It examined other times SPX rose > 2.5% while
NYSE volume came in at a 5-day low.

SPX closes up = 2.5% on the lightest NYSE volume in 5 days.
Buy on close. Sell X days later. $100k/trade. 1995 - present.
_ All: All: All: _ All: Max All: Max All Avg All: Avg All: _ _
X ﬁlsl:_ur:;t Total |Winning| Lesing Pr};‘:lr.t::lle Winning Lesing Winning Lesing Win/Loss Pruf’r‘tkl-'";actnr AT"};E?
Days Trades| Trades [Trades Trade Trade Trade Trade Ratic

5 -86,871.19 22 7 18 31.82| 361216 -13TE4.48 1,475.09| -5 14645 0.29 0.13| -3,039.60
4| -36,186.37 22 7 15 31.82| 5,734.40 -105971.63 2,430.47 | -3,546.54 0.69 032 -1,544.83
3| -43,951.07 22 16 2T2F| 537264 -11890.358 245939 -367298 0.57 0.25| -1,8597.78
2| -24 853374 s 12 10 5455 2,707. -3,950.62| 1,143.55| -3,835.63 0.30 0.36| -1,119.72
1 1,330 .64 22 14 2 6364 207744 -325158 54508 -128522 0.50 0.87 -50.43

The stats certainly favor the bearish case. One concern | had when looking at this study, though,
is the fact that many volume studies have not held up as well in recent years. So | decided to
examine the individual instances.
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SPX closes up = 2.5% on the lightest NYSE volume in 5 days.
Buy on close. Sell 3 days later. $100k/trade. 1995 - present.
Date/Time Signal Price % Profit Run-up
Drawdown
8/27/1990 Buy £321.43 -0.85% $1,368.40
8/30/1990 Sell £318.70 ($1,122.71)
11/3/1997 Buy £038.90 -0.10% $1,126.78
11/6/1997 Sell £038.03 ($670.98)
1/15/1999 Buy $1,243.26 -0.65% $2,465.60
1/21/1999 Sell $1,235.16 ($885.60)
1/31/2000 Buy $1,394.46 2.19% $2,223.72
2/3/2000 Sell $1,424.97 ($465.05)
3/21/2000 Buy $1,493.82 2.26% $3,897.30
3/24/2000 Sell %1,527.57 ($428.34)
6/17/2002 Buy $1,036.17 -2.88% $447.36
6/20/2002 Sell $1,006.290 (£32,031.68)
7/5/2002 Buy £080.03 -6.93% $457.53
7/10/2002 Sell £020.47 (£6,042.74)
7/29/2002 Buy $898.96 -1.59% $1,407.48
8/1/2002 Sell £884.66 (£1,829.28)
11/27/2002 Buy $038.87 -1.93% $1,637.70
12/3/2002 Sell £020.75 (£2,129.54)
10/20/2008 Buy £085.40 -7.84% $4.04
10/23/2008 Sell £008.11 (£12,822.98)
10/30/2008 Buy £054.00 5.41% $5,555.68
11/4/2008 Sell $1,005.75 ($988.00)
11/7/2008 Buy £030.990 -8.45% $2,242.72
11/12/2008 Sell £852.30 (58,614.57)
11/26/2008 Buy $887.68 -4.38% $050.84
12/2/2008 Sell £848.81 (£8,062.88)
3/17/2009 Buy $778.12 -1.23% $3,215.36
3/20/2009 Sell $768.54 (51,597.44)
5/18/2009 Buy £009.71 -2.35% $1,623.01
5/21/2009 Sell £888.33 (£3,280.90)
6/2/2010 Buy $1,098.38 -4.36% $663.30
6/7/2010 Sell $1,050.47 (54,415.32)
6/10/2010 Buy %1,086.84 2.61% $2,645.00
6/15/2010 Sell $1,115.23 (5894.24)
8/11/2011 Buy $1,172.64 1.72% $2,707.25
8/16/2011 Sell $1,192.76 ($161.50)
8/29/2011 Buy $1,210.08 -0.47% $1,601.66
9/1/2011 Sell $1,204.42 ($1,173.42)
9/7/2011 Buy $1,198.62 -3.03% $479.74
9/12/2011 Sell $1,162.27 ($5,191.65)
10/10/2011 Buy $1,194.80 0.73% $2,104.88
10/13/2011 Sell $1,203.66 ($629.97)
3/4/2020 Buy $3,130.12 -12.25% £0.00
3/9/2020 Sell $2,746.56 (512,266.39)
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The red flag for me here is simply that there as only been one instance since 2011. So | looked at
instances below the 200ma where volume was just below average, rather than at a 5-day low to
see if | could get bearish confirmation from additional instances.

SPX closes up = 2.5% but < 200ma. NYSE volume is < 10ma.
Buy on close. Sell 3 days later. $100kitrade. 1990 - present.
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As you can see, just moderately bearish volume has not provided an edge in recent years. But
another study that required less downside and more extremely low volume did show promising
results. It was from the 2/23/16 letter. | have updated it below.
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SPX closes up at least 1% on the lowest NYSE volume in 20 days.
Buy on close. Sell X days later. $100k/trade. 2000 - present.
_ All: Al All: _ All: Max All: Max All Avg All: Avg All: _ _
X ﬁl‘:!LuNf:t Total |Winning| Lesing Pr?ﬂr.t::rle Winning Losing Winning Losing Win/Loss Prl:lf?l-'ll.aﬂl:lr ﬂlkij‘.;g
Da'_l"s Trades| Trades |Trades Trade Trade Trade Trade Ratio
5|-28,851.80 26 11 15 42.31 2, -10,421.45 1,501.51| -3,024.56 0.50 0.36| -1,109.68
4|-22 197.858 27 11 16 4074 2, -5227686| 123883 -2239.06 0.55 0.38 832214
3| -24,355.10 27 10 16 3704 220131 -3419.83| 110718 -2214.18 0.50 0.31 -902.04
2| -17, 73355 27 T 20 2593| 188895 -3655.20 254 50| -118575 072 0.25 -656.80
1-11,084.71 27 5 18 33.33| 211256 -2311.50 5947 86317 0.72 0.36 -410.54

Numbers here are somewhat encouraging for the bears. Below is the profit curve.

SPX closes up at least 1% on the lowest NYSE volume in 20 days.
Buy on close. Sell 3 days later. $100k/trade. 2000 - present.
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The curve looks solid. But again there were not a lot of recent instances. So finally, I lowered the
volume requirement to just a 10-day low.
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SPX closes up at least 1% on the lowest NYSE volume in 10 days.
Buy on close. Sell X days later. $100k/trade. 2000 - present.

All: All: All: All: Max All: Max All: Avg All: Avg All:

X ﬁ;:_ur:;t Total |Winning| Lesing PrJ:gr:tanﬁle Winning Losing Winning Losing Win/Loss Pruf,r?l-'"i:ictur ﬁ_\ll_l;;;;g
Da‘_.l'S Trades| Trades |Trades Trade Trade Trade Trade Ratio:
5| -55,762.38 45 17 29 36.96| 3,612.16|-13,78448| 18 0.58 0.34) 1,212.23
4| 4351242 47 18 29 3830| 5,734.40|-1087163| 15 0.64 039 -892742
3| -52,317.10 47 15 ]| 3191 271852 5419.83| 1,3 0.56 0.27| -1,113.13
2| -29,771.55 47 18 K| 34.04| 234158 -8895062 & 0.60 0.31 -533.44
1| -570147 47 13 28 40.43| 3,348.84| -3,08535| 1,0 1.14 077 1213
The stats here are just as bearish. Next...the curve.
SPX closes up at least 1% on the lowest NYSE volume in 10 days.
Buy on close. Sell 3 days later. $100k/trade. 2000 - present.
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The strong, steady downslope serves as some confirmation. And as | have listed, the last 7
instances, all of which occurred since 2016, have closed lower between 1%-2% three days later.
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All the studies looking at strong up days on extremely low volume showed bearish promise. This
last one also showed it has played out in recent years. | have included the last one on the Active
List tonight.

I will also note that the SPX Golden Cross formation turned into a Death Cross on Monday, as the
50ma dropped below the 200ma. | am not going to make too much of it. The signal is late in noting
the long-term trend is down. The Death Cross is something that has done a decent job over the
years of side-stepping some of the worst damage in long-term bear markets. But most of the time
it has been a sub-par timing device. | did a detailed write-up on Death Crosses when the last one
occurred in December of 2018. You can find it here on the blog.

https://quantifiableedges.com/90-years-of-death-crosses/

| have updated the Aggregator chart below.

¢ TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index BBl e
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https://quantifiableedges.com/90-years-of-death-crosses/
http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

Tonight the green Aggregator Line dipped below zero. Negative readings mean net expectations
are for downside over the next few days. Meanwhile the black Differential Line is still below 0.
The negative Differential Line reading means SPX is overbought versus recent expectations. So
expectations are negative and SPX is overbought. This is considered a bearish configuration.
Bearish configurations are visible on the chart whenever both lines close below zero. Therefore,
the Aggregator signal turned short at the close.

Based on the current list of studies, expectations are set to remain bearish on Tuesday. This could
change if new bullish evidence emerges. Meanwhile, the Differential Pivot will be 2612.09 on
Tuesday. That is 0.6% below Monday’s close. Therefore, SPX will need to close down 0.6% on
Tuesday in order to change to oversold versus expectations.

There really is a substantial amount pointing towards a downside edge here. Sentiment (VXO),
price action, and volume all suggest we could be headed lower in the next few days. And with the
market solidly overbought there appears to be a decent downside edge. But I still have some strong
reservations about getting aggressively short. For one, we are still only a few days off the bottom.
First thrusts can be powerful as we saw with the Tues — Thurs move last week. Friday was down,
so there has been some chop now, but this is still very early stage of a potential rally, so this move
up has the potential to persist longer than usual. | am also concerned about the massive amount of
QE that the Fed is pumping into the system right now. Shorting into a Fed-induced liquidity
expansion has never been a great opportunity. In fact, for most QE sessions since 2009 | have
avoided shorting altogether. And perhaps that is the best play here. But with evidence strong, and
chop recently becoming dominant, | decided | would look to dip my toe slightly on Tuesday into
a short position. I will likely keep this position very small, but will look to take advantage of the
apparent downside edge to some degree.

Intermediate-term Outlook (2 weeks — 2 months) — updated 3/30 — neutral

The intermediate-term outlook was last updated in the 3/30/20 Letter. It can be found in the most
recent weekly letter on the website.

http://quantifiableedges.com/current-weekly-letter/
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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.

SPY —sell short ¥ index position @ $261.65 LIMIT. Based on the short-term outlook above, |
will look to take advantage of the apparent downside edge with a very small index position on
Tuesday.

Current Open Trade Ideas
None

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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