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Market Overview

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

Signals Overview

Aggregator CBI Reading
Flat 0

Tonight’s Research Points

e The Russell 2000 rising > 1% while SPX closes lower also suggests a 1-day upside edge.

e A poor close on the day before a Fed Day has typically resulted in positive Fed Day results.

e Strong breadth near a short-term high and a down close suggest short-term bullish
implications.

e The reversal from a new 20-day high also suggests an upside edge.

Short-term Outlook
The Bottom Line
The Aggregator is neutral and the potential for volatility is high. I am not inclined to take on new

index positions.
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The Evidence

Tuesday starting strong, but reversed quickly and finished mixed. The SPX closed down 0.5%, the
NASDAQ lost 1.4%, and the Russell 2000 rallied 1.3%. Breadth was positive as the NYSE Up
Issues % was 72% and the Up Volume % came in at 79%. NYSE volume rose some from
Monday’s level.

The Quantifinder showed some studies worth discussing. There was one study | found interesting
from the 4/8/20 letter. It examined other times the market made a recent short-term high, then
pulled back but the breadth remained squarely positive. Results are updated below.

SPX makes a 5-day intraday high either today or yesterday. SPX closes lower today.
NYSE Up Issues % = 60%. Buy SPX on close. Sell X days later. $100k/trade. 1988 - present.

X Al Net All: .All:l AI!: Al % AI!: h'I.a:-: Al r..'lax AI!: Al'.rg All: ﬁ.wg .AII: Al All Avg
Total [Winning| Losing Winning Losing Winning Los=ing Win/Loss
Da‘_."S il Trades| Trades Trades il Trade Trade Trade Trade Ratio e
5 1183378 35 X2 14 6111| 458515| 511933 162685 -171122 0.95 1.49 32872
4| 285915.94 kT X2 15 5946 809562 -3,969.70| 2148.87| -1,223.88 75 258 781.54
3| 25,166.23 kT 24 13 64.86| 437082 -2373.00 1,540.85 -508.80 1.70 313 53017
2| 23,378.74 r 25 11 7027 482517 282530 1,315.00 8953.03 1.34 3.16 §31.80
1| 16,539.45 v 21 16 5676 335109 -1606.00| 1,05457 350 .54 3m 305 447.01

This suggests a possible upside edge over the next few days. Below is a look at the 3-day profit
curve.
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SPX makes a 5-day intraday high either today or yesterday. SPX closes lower today.
NYSE Up Issues % = 60%. Buy SPX on close. Sell 3 days later. $100kitrade. 1988 - present.
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The curve has made its way from lower left to upper right for a long time, and actually made a big
new high on its last instance. It supports the idea of an upside edge suggested by the stats.

The intraday high in SPX was more than just a 5-day high. The study below, from the 12/5/17
letter, looked at 20-day highs that reversed to close poorly. Results are all updated.

SPX makes a 20-day intraday high and closes in the bottom 10% of its intraday range.
Buy on close. Sell X days later. $100k/trade. 2003 - present.
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8| 348825 43 35 13 7282 448384 -3,803.24 184825 175442 0.93 2.51 T22.55
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6| 28,348.84 50 r 13 7400 3,331.38| -294240( 125620 -139465 0.90 256 56653
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3| 1357832 52 33 19 6346| 215982 -2 34360 31375 -558.70 1.16 202 26112
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1| 645315 53 34 15 6415 171072 -1,194.83 458.79 -431.35 0.95 1.71 121.78
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Results appear mildly bullish. Below is a look at the 3-day profit curve.

SPX makes a 20-day intraday high and closes in the bottom 10% of its intraday range.

Buy on close. Sell 3 days later. $100k/trade. 2003 - present.
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The last instance was a big disappointment, but the long-term upward sloping curve still appears
impressive. | have added this study to the active list.

Of course while SPX sank, the Russell put it a solid up day. The split market triggered an
interesting study from the recent 4/24/20 subscriber letter. It examined other times the SPX closed
down on the same day the Russell 2000 rose at least 1%. | have updated the results below.

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952




SPX closes down. RUT closes up = 1%.
Buy SPX on close. Sell next day's close. $100kitrade. 2000 - present.
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Stats here are very strong, but the one instance noted certainly inflates all the stats and skews the
curve. So let’s look at the results if we exclude that 2008 instance.
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SPX closes down. RUT closes up = 1%.
Buy SPX on close. Sell next day's close. $100k/rade. 2000 - present. (Excludes 10/13/2008.)
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Despite some recent struggles, this still seems worth paying attention to. And the average instance
has led to a 0.4% gain the next day. | have included this on the Active List.

It is also worth considering the fact that Wednesday is a Fed Day. Fed Day’s have historically had
a bullish tilt. The has especially been so when the market has done poorly the day before. I’ve
broken down performance several times over the years, based on the % quartile that SPY closed
in the day before the Fed Day. | found that closes in the bottom quartile have been the most bullish.
But I have also found that the Fed Day setup in general has been more reliable when the market is
in a long-term uptrend. So tonight | decided to focus on bottom-quartile finishes and break it down
based on whether SPY is above or below the 200-day moving average. You can see the results in
the 2 tests below.
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Tomorrow is a Fed Day. SPY closes in the bottom quartile of the daily range, but above the 200ma.

Buy on close. Sell Fed Day close. $100k/trade. 1993 - present.
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Tomorrow is a Fed Day. SPY closes in the bottom quartile of the daily range, and below the 200ma.
Buy on close. Sell Fed Day close. $100kitrade. 1993 - present.
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Results look fairly similar except the magnitude of the moves has been more sizable below the
200ma. The poor close does seem to suggest an upside edge, regardless of the long-term trend.

| have updated the Aggregator chart below.
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With tonight’s evidence considered, the green Aggregator Line inched above zero. Positive
readings mean net expectations are for upside over the next few days. Meanwhile the black
Differential Line remained 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 active list, expectations are set to remain slightly positive on Wednesday. Of
course this could change if new bearish evidence emerges. Meanwhile, the Differential Pivot will
be 2810.51 on Wednesday. That is 1.85% below Tuesday’s close. So SPX would need to close
down 1.85% on Wednesday in order to flip from overbought to oversold vs recent expectations.

So the Aggregator is pointing higher, and upside evidence is solid, but the market is still
overbought, and the potential for volatility is very high. That increases risk. Not only could the
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

market react strongly to the Fed announcement, but there is a slew of giant companies on
Wednesday that are set to report earnings. This includes MSFT, FB, TSLA, and MA just to name
a few So | am content to sit the day out and see if a more favorable reward/risk setup emerges.

Intermediate-term Outlook (2 weeks — 2 months) — updated 4/27 — neutral

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.

None tonight.

Current Open Trade Ideas

Symbol |Entry Date |Entry Price |Current Price |% Gain/Loss |Stop Notes
SPY(s) 4/28/2020 $291.02 $285.73 1.82% bought open / sold close

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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