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Market Overview

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

Signals Overview

Aggregator CBI Reading
Flat 0

Tonight’s Research Points

e The SPY pattern on Wednesday looks like it suggests an upside edge for the next couple of
days.

Short-term Outlook

The Bottom Line
The Aggregator is neutral. | am too, and | am looking to cover my short index position and get

flat.
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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
May 7, 2020 Gap up 0.5%. Close down lower vol<200|[1-2 days Bullish
May 6, 2020 SPY unfill up lowet vol10.Cl > 10 < 200[1-3 days Bearish 1.20% -2.60% -5.50%
May 4, 2020 SPX down 2.5% on a Friday 1-5 days Bullish 3.70% -2.60% -5.55%
Active - Long Term
April 30, 2020 3 70% Up Issues Days 1-85 days Bullish 10.40% -4.30% -11.00%
April 29, 2020 Sell in May after 5% drop Jan-Apr 6 months Bearish
April 13, 2020 4th consecutive 70% up day 1-21 days Bullish
March 23, 2020 QE4 int term Bullish
October 28, 2019 NASDAQ Leading int term Bullish

The Evidence

Wednesday started with a gap up, but it could not hold, and some late day selling left the indices
mostly lower. The SPX finished down 0.7%, the NASDAQ gained 0.5%, and the Russell 2000 fell
0.8%. Breadth was negative as the NYSE Up Issues % was 31% and the Up VVolume % came in at
20%. NYSE volume declined some from Tuesday’s level.

| can’t believe | am about to say this, but this market is getting almost boring. A few weeks ago |
was up most of the night every night going through incredible amounts of evidence and tons of
studies. But the last few nights SPX has just been chopping back and forth and generally staying
near the middle of its recent range.

SPY volume came in at the lowest level since February. That seemed potentially important.
Volume in large index ETFs like SPY and QQQ can sometimes be seen as a sentiment indicator.
In volatile markets they tend to see much higher volume, since they are highly liquid and traders
can adjust market exposure very quickly, often using them as a hedge within a larger portfolio. So
| looked at the extremely low SPY volume a few ways, and did not find anything particularly
compelling about the current setup. An example is below.
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SPY closes down and below the 200ma on on the lightest volume in 20 days.
Buy on close. Sell X days later. $100kftrade. 1993 - present.

X | ANt Lionng|Losing| AE% | Wiming | Losing | Wining | Losng | winkoss |, AT | ALAVS

Days Proft  \rrades| Trades |Trades | " "20%® | Trage Trade Trade Trade Ratip | Tontactor|  Trade
10 4524 41 27 14 6585 13,426.80| -11,838.45 352369 -3.452.21 1.01 195 1,128.02
9 47 2 41 28 13 6829 15456580 -95675.54 3,363.07| -3,588.22 0.93 2m 1,155.83
3| 65, 9 42 30 12 7143 12,42582| -5,194.59| 37337 -3,850.97 0.97 242 156665
7| 58, 7 43 prac] 14 67.44| 1188714 743766 338325 -24539 1.1% 245 1,381.04
6| 45, 02 44 27 17 61.36| 1431120 -7,053.71 3,168.34| -225478 1.38 219 1,057.59
5| 3998422 45 29 17 63.04 1104294 -£822.80 300677 -2777.18 1.08 1.85 869.22
4| 41,5201 47 28 15 59.57| 12,064.02| 495157 3,080.85| -232545 1.32 1.94 333.41
3| 40,375.25 50 28 22 56.00 10,387.58 -4431.33| 283597 183777 1.57 2.00 207.53
2| 2247134 50 27 23 54.00 §,809.86| -4,08525 2,083.30| -148033 1.41 1.66 445 .43
1 879322 54 28 26 5185 6,701.34| -345450( 145643 -123025 1.18 1.27 4

The numbers here appear fairly encouraging. But | found the profit curves to be less appealing.
Below is the 3-day curve.

SPY closes down and below the 200ma on on the lightest volume in 20 days.
Buy on close. Sell 3 days later. $100k/trade. 1993 - present.
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Trade Number

As you can see, the upside edge just has not shown the kind of consistency | would like to see
when considering a study for the Active List.
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But there was one study from the Aggregator that | did find appealing. It looked at the gap up and
reversal in SPY. | have updated the results below.

SPY gaps up = 0.5%._ It closes down on the day and < 200ma. Volume is lower than yesterday.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
. All: Al All: . All: Max All: Max Al Avg All: Avg All: . .
X ﬁ;:_'uh:_:t Total |Winning| Lesing Prjus‘:lr.t::lle Winning Losing Winning Losing Win/Loss F‘rl:lf:tkl-'":lactl:lr ﬁ.‘ll.lé?;;g
DE;].‘_-"S Trades| Trades | Trades Trade Trade Trade Trade Ratio
5| 27,253.03 42 27 15 6429 5876.56 -95,0M16.04 2592122 -3441.32 B85 1.53 548.68
4| 2578519 42 28 14 6667 608050 -3130.08| 2481.13| -3,078.78 1.60 51417
3| 14,330.82 44 28 16 6364 718658 -1151847 221783 -298553 0.74 1.30 325.70
2| 3745455 45 32 13 71.11| 11,736.30| -9.320.67 2454 14| -3, 184.45 0.7y 1.90 832.32
1| 5,347.20 45 7 19 5870 480344 -743523 152338 -13883.38 0.81 1.15 116.24

Numbers here look strong over the first 1-2 days. Below is a look at the 2-day profit curve.

SPY gaps up = 0.5%. It closes down on the day and < 200ma. Volume is lower than yesterday.
Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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There is some real chop in this curve as well, but the dips have recovered fairly quickly, and it was
making a new high just 2 instances ago. | have included this on the Active List tonight.

| have updated the Aggregator chart below.

¢ TradeStation Chart Analysis - $SPX.X Daily [CBOE] S&P 500 Index 8l e
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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 moved 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 stayed flat at the close.

Based on the current active list, expectations are set to remain positive on Thursday. This could
change if new bearish evidence emerges. Meanwhile, the Differential Pivot will be inverted at
2856.02 on Thursday. That is 0.3% above Wednesday’s close. An inverted pivot means that the
Differential Line will cross through zero if SPX closes flat. In this case, SPX will need to close up
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

at least 0.3% in order to remain overbought vs recent expectations. Anything less than that and it
will be considered “oversold” as of Thursday’s close.

So the Aggregator is neutral, but it could easily turn bullish on Thursday unless bearish evidence
emerges or SPX closes up at least 0.3%. Overall, there does not appear to be a strong directional
edge at the moment. So my outlook is neutral as well. | have some short exposure from the open
on Wednesday. | will look to close that out on Thursday and get flat. (With this choppy
environment | probably should have set it up to exit that on a down close on Wednesday similar
to the trade idea from last week where it was in and out in the same day.) Lastly, I will note that
Thursday morning at 8:30 will be the new unemployment claims, and Friday morning we’ll see
the monthly jobs report. Both of these could spark strong reactions from the market. This increases
risk some the next couple of days.

Intermediate-term Outlook (2 weeks — 2 months) — updated 5/4 — neutral

The intermediate-term outlook was last updated in the 5/4/20 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.
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Current Open Trade Ideas

Symbol |Entry Date |Entry Price |Current Price |% Gain/Loss |Stop Notes
SPY(s) 5/6/2020 $288.04 $284.25 1.32% see note below

| will look to cover my SPY position @ $286.00 LIMIT. If not filled in 1% 30 minutes of trading, |
will raise the limit price to $287.00.

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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