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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 Short-term chop has led to a lack of new short-term evidence.
Multiple studies, including Thursday’s Golden Cross formation are favoring the long side for
the intermediate-term.

e The Fed liquidity pump is still on high.

e Liquidity and trend are trouncing COVID, economic, valuation, and election fears for the time
being.

Short-term Outlook
The Bottom Line
The Aggregator is neutral and I am as well.
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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
July 8, 2020 Up 5 < 50 high, then down 1 1-5 days Bullish 1.70% -1.00% -2.00%
Active - Long Term
July 9, 2020 Golden Cross int term Bullish
July 7, 2020 5 up < 50-high. > 3% gain. 1-15 days Bullish 3.20% -1.80% -3.10%
June 15, 2020 Anti-Zweig Breadth Collapse 1-21 days Bearish
June 8, 2020 3 Breadth Sigs (BAM/9o%Day/A-DHi) [1-63 days Bullish
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
March 23, 2020 QE4 int term Bullish
October 28,2019 NASDAQ Leading int term Bullish
Dropped Tonight (expired, tgt hit, or avg ddn + 1 std dev exceeded)
July 2, 2020 [NDX up > 1%. SOX dn. [1-6 days Bearish -3.15% 1.80% 3.90%

The Evidence

Friday saw the market rally. The SPX finished up 1.05%, the NASDAQ gained 0.7%, and the
Russell 2000 rallied 1.7%. Breadth was positive as the NYSE Up Issues % was 76% and the Up
Volume % came in at 83%. NYSE total volume declined some from Thursday’s level.

It has been quite choppy the last few days. SPX on Friday reversed direction for the 4™ day in a
row. The move on Friday did manage to have the SPX close at its highest level since the huge drop
on June 11", But chop like we have seen the last few days rarely generates compelling directional
studies. And this seems to be the case right now. Below | looked at other similar instances where
the market chopped around the last several days and finished at a 20-day high.

SPX changes direction for at least the 4th day in a row. It closes at a 20-day high and = 200ma.
Buy on close. Sell X days later. $100k/trade. 1990 - present.
X | arwe | AL AL AL |y | A | Al e | ALAe | A s
D’c'i‘_n"S Profi Trades| Trades | Trades Profitable Trade Trade Trade Trade Ratio ProfitFactor  Trade
10| 419188 &0 35 25 53,33 789183 1880.02| -2,156.38 0.77 1.08 5926
5 389.53 &0 35 25 58.33 1,100.62 1,581.71| -2,198.82 0.72 1.01 5.49
8| 614275 61 36 25 58.02 -8,581.68 1,552.62| -1,9590.06 0.78 112 100.70
7| 538770 63 35| 28 55.55 252597 127805 -1,789.27 0.71 0.8%  -85.20
§  -25980 65 s 7 53,45 131431 1,12609| 159574 0.71 0.9 -3.99
5| 258707 65 35| a0 53.85 7,823.04) 120054| 131439 0.91 1.07 39.80
4 587574 66 a7 29 56.06 -T,480.26 50424 1,356.29 0.67 0.85 -85.03
3| -9615.18 66 34 32 51.52 454754 .21 1,119.89 0.69 0.73 -145.68
2 17070 77 a4 33 57.14 227285 59052 73583 0.80 1.07 2217
1| g2 77 7| @ 43.05 172170 44443 43120 1.03 085 -10.45

This is about as useless as it gets if you are trying to predict odds over the next few days. There
are no short-term studies that made the active list today.
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| have updated the Aggregator chart below.
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Without any new short-term studies kicking in tonight, 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 dropped 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 list of active studies, expectations are set to remain positive on Monday. This
could easily change if new bearish evidence emerges. Meanwhile, the Differential Pivot will be
3172.28 on Monday. That is 0.4% below Friday’s close. Therefore, SPX will need to close down
0.4% or more in order to flip from overbought to oversold on Monday.

So the Aggregator is back to neutral. And this back and forth action is not doing anything to

generate the kind of short-term edges that would help constitute a compelling setup. So I will
continue to wait until a more compelling reward/risk setup emerges.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

Intermediate-term Outlook (2 weeks — 2 months) — updated 7/13 — slightly bullish
Combo #1 Combo #2 Combo #3
Long Long Long
Above is the status of the different Combination Signals from the Quantifiable Edges Market
Timing Course. Signals are long-term in nature. All 3 can be either flat or long. None of them
look to short. More information on these signals can be found in the Quantifiable Edges Market
Timing Course, which is included with all annual subscriptions. Detailed descriptions of these
combination approaches can be found in Lesson 8. Subscribers may also download detailed
hypothetical historical performance reports covering 12/31/71 — 3/7/14 in Lesson 11, Course
Downloads. (You must go through the course first in order to access the Downloads.) This week
with the Golden Cross formation triggering, Combo #3 turned from “flat” to “long .

The market put in a mixed week. The SPX rallied 1.8%, and the NASDAQ gained 4.0%, but the
Russell 2000 declined 0.6%. SPX is at its highest level in nearly a month, and the NASDAQ is at
all-time highs. So the trend certainly appears up at the moment, and we had a Golden Cross
formation for the SPX this week that serves as some confirmation of the uptrend. (More about that
shortly.)

In Monday night’s letter | shared some studies suggesting bullish intermediate-term implications
based on the 5-day rally the SPX had undergone at the time. | have copied that research below.

There were a few studies that examined the strong move we have seen over the last several days.
While many measures (including our own Differential tool) will consider the market short-term
overbought at this point, that does NOT mean it is primed for an immediate pullback. The study
below recognized the move higher over the last few days and suggested the momentum is likely to
continue. It was from the 6/11/19 letter, and it looked at 5 up days that closed above the 200ma,
but failed to close at a 50-day high. | have updated the results below.
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SPX closes up exactly 5 days in a row but < 50-day high. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1980 - present.

Days

All: Net
Profit

76,755.01
58,203.45
70,613.45
53,220,865
48 47550
52,426.73
47 539.45
44 482 91
40,656 61
31,631.48
21,803.55
12,622.39
11,083.82

3,554.74

3,837.25

All: %

Losing | |, cisble

All: All: All:

Total |Winning

Trades Trades Trades
50 35 15
50 35 15
50 kT 13
51 37 14
52 34 18
52 38 14
52 38 16
52 38 14
52 37 15
52 38 14
52 34 18
52 30 prd
52 32 20
52 27 25
52 30 22

70.00
70.00
74.00
7255
65.38
73.08
69.23
73.08
71.15
73.08
65.38
57.69
61.54
51.82
57.69

All: Max
Winning
Trade
&,.2588.00
827250
6,401.50
5,925.50
3,952 596
4 5691.28
472208
3,781.35
4 38501
3,770.55
3,044.37
3,138.08
274208
2205.03
2211.54

All: Max
Losing
Trade

-3,766.10
473850
2377344
2,944 80
-4 894 24
458428

-4,510.55
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Al Avg
Winning
Trade
273748
2516 40
2457.03
222662
208120
1,874.65
1,945.61
1,678.45
1,688 61
1,435.13
1,310.897
117377
5594 50
857.28
6158.28

Al Avg
Losing
Trade

-1,270.46
132470
-1,538.75
1,358.86
-1,233.08
-1,343.57
1,408.65
1,378.45
1,454.80
-1535.96
1,264.98
-1,025.85
-1,037.00

78367

-554.15

All:
Win/Loss
Ratio

2.15
1.90
1.55
1.63
1.68
1.40
1.38
1.22
1.16
0.68
1.04
1.14
0.96
1.09
0.93

All:
ProfitFactor

5.03
443
442
4.30
3.18
3.79
31
3.31
2.85
2.38
1.96
1.56
1.53
1.18
1.27

All Avg
Trade

1,535.10
1,364.07
1,412.27
1,239.62
93222
1,008.21
914.22
855.44
781.85
508.20
41930
24274
213.15
£8.35
75.72

Though the 1% 4 days don’t show much of an edge, these results appear to suggest a pretty
consistent upside tendency over the 1-3 week period. One thing that stands out about the current
rally is that it has been quite powerful compared to most. Many of the 5-day moves in the study
above occurred in low-volatility markets. So | decided to filter further to see how results appeared
when the move was fairly strong. The current move has gained about 5.6%. To get a decent
sampling I used a 3% threshold.

Buy on close. Sell X days later. $100k/rade. 1980 - present.

SPX closes up exactly 5 days in a row but < 50-day high. Close = 200ma. The 5-day % gain = 3%.

Days

L A LA - R R -]

All: Net
Profit

37.261.13
33,745.80
32,347.71
30,719.63
25,976.56
28,155.56
25,195.51
14,482 55
11,205.80
10,577.24
5,662.11
5651.85
5,727.24
302.26
2,662.68

Al
Total
Trades

21
21
21
21
21
21
21
21
21
21
21
21
21
21
21

All:
Winning
Trades

All:
Losing
Trades

O W@ o~ = en | @ en | | en

|

Al %%
Profitable

76.19
80.95
76.19
71.43
61.90
80.95
76.19
66.67
66.67
66.67
61.90
57.14
57.14
3B8.10
52.36

All: Max
Winning
Trade
8,288.00
8,.272.60
G,401.50
5925 50
3,952 95
4,691.28
472208
3,781.35
3,814.85
3,720.00
3,025.44
3,138.08
2,742.08
2.205.03
2211.54

Al Max
Losing
Trade

-3,282.50
3,891 52
3,773.44
2,877 .44
_2,485.76
_2,533.02
3,125.78
_3,376.54
-3,500.70
-2,382.55
-2 BB4.55
_2,002 44
-2,971.50
-3,748.50
1,252.30

All Avg
Winning
Trade
2,789.18
2,338.74
253742
242565
2,081.15
2,146.87
1,822.35
167217
1,560.34
1,335.63
1,267.28
1,325.58
1,213.78
653.19

All: Avg
Lesing
Trade

-1,473.14
1,503.19
1,550.22

044 20

78T B0
1,555.77
1,530,285
1,575.75
174352
1,508.54
1,344 21
~1,081.70
-1,019.87

58522

45775

Al
Win/Lozs
Ratio

1.69
1.56
1.54
257
325
1.34
1.32
1.16
0.96
0.87
1.00
1.19
1.30
1.77
1.44

Al
ProfitFactor

6.06
6.61
4582
5.42
5.27
5.69
4.3
2.3
1.52
1.54
1.62
1.59
1.73
1.08
1.56

All Avg
Trade

1,774.34
1,605.94
1,540.37
1,462.834
128222
1,388.41
1,247 41
52065
53361
503.58
317.24
280,14
320.34
38.20
126.79
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Results here are even more impressive than in the larger sample. The consistency and the size of
the moves over the next 1-3 weeks is considerable. Below is a look at the 15-day profit curve.

SPX closes up exactly 5 days in a row but < 50-day high. Close = 200ma. The 5-day % gain > 3%.

Buy on close. Sell 15 days later. $100k/trade. 1980 - present.
40000 _ _ _ . . . . . . .

30000

20000

Equity($)

10000

1 2 3 4 5 5 7 3 [ 10 11 12 13 14 15 1B 47 1B 19 20 21
Trade Number

That is a nice move from lower left to upper left. I have included this study on the intermediate-
term active list.

In Wednesday night’s letter | discussed the Golden Cross formation. | have copied that discussion
below.

Of possible significance for the longer term is the fact that SPX will post a Golden Cross on
Thursday afternoon. A Golden Cross occurs when the 50ma crosses over the 200ma. Having the
50ma above the 200ma is commonly considered a bullish market condition — and generally it is. |
covered Golden Crosses in detail in the Quantifiable Edges Market Timing Course (Lesson 2). In
the 4/2/19 letter | looked at SPX Golden Crosses dating all the way back to 12/31/1928. | have
updated that research tonight.
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SPX Golden Cross Trade
Perfarmance 12/31/28 - 7/8/2020.

All trades 43
Avg. ProfitfLoss 1022332.89
Ava. Profit/Loss %6 14, 19%:
Avqg. Bars Held 321.79
Profit Factor 6.95
Winners

Ava. Profit %6

31 (64.58 %)

26.25%
Avag. Bars Held 437.71
Max. Consecutive 8
# bars in largest win a01

Losers 17 (35.42 %)
Avg. Loss % -7.80%
Avg. Bars Held 110.41
Max. Consecutive 4
# bars in largest loss 252

Below is the full list of all SPX Golden Crosses since 12/31/1928.
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SPX Golden Cross Returns
12/31/28 - 7/18/2020.

Symbol
SS5PX
SSPX
SEPX
SEPX
SSPX
S5PX
S5PX
S5PX
SS5PX
SSPX
SEPX
S5PX
SSPX
SSPX
S5PX
S5PX
SS5PX
SSPX
SEPX
S5PX
SSPX
SSPX
S5PX
S5PX
S5PX
SSPX
S5PX
SEPX
SSPX
SSPX
S5PX
S5PX
S5PX
SSPX
S5PX
SEPX
SSPX
SSPX
S5PX
S5PX
S5PX
SSPX
S5PX
SEPX
SSPX
SSPX
S5PX
S5PX

Trade

Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross
Golden Cross

Quantifiable Edges, LLC

Date Price Ex. date Exit Price % chg Max Drawdown
12/31/1928 24.35 11/22/1929 21.53 -11.58% -27.47%
9/19/1932 7.34 3/27/1933 6.09 -17.03% -24.66%
5/18/1933 8.89 5/31/1934 9.61 8.10% -3.15%
5/23/1935 10.07 5/21/1937 16.27 61.57% -4.87%
7/27/1938 12.25 3/31/1939 10.98 -10.37% -10.37%
9/18/1939 12.47 3/20{1%40 12.14 -2.65% -3.77%
12/13/1940 10.69 2/21/1%41 9.76  -8.70% -10.85%
8/18/1941 10.13 11/18/1941 9.26 -8.59% -9.08%
8/14/1942 8.58 12/1/1943 1113 29.72% -0.47%
3/13/1944 12.24 8/28/1946 16.73  36.68% -4.66%
7/25/1947 16.08 1/22/1948 14.42 -10.32% -10.32%
5/14/1948 16.39 12/1/1948 15.01 -8.42% -10.01%
8/31/1949 15.22 5/11/1953 2491 63.67% -0.20%
12/21/1953 24.95 10/26/1956 46.27  B5.45% -1.60%

6/3/1957 47.37 9/26/1957 42.57 -10.13% -10.13%

5/8/1958 43.99 10/30/1959 57.52  30.76% -1.98%
12/30/1959 59.77 2/15/1960 55.17 -7.70% -7.70%

1/4/1961 58.36  5/7/1962 66.02 13.13% 0.00%

1/3/1963 63.72 7/22/1965 83.85 31.59% -1.65%
9/17/1965 90.05 4/28/1966 91.13 1.20% -3.73%

2/3/1967 87.36 2/27/1968 90.53 3.63% -2.00%
5/17/1968 96.9 3/13/1969 98.39 1.54% -1.15%
5/27/1969  103.57 6/23/1969 96.23  -7.09% -7.09%
10/22/1970 83.38 9/24/1971 98.15 17.71% -1.38%
1/26/1972 102.5 4/18/1973  111.54 8.82% -0.67%

3/6/1975 83.69 12/1/1976 10249 22.45% -A4.82%

1/4/1977 105.7  3/3/1977 100.88  -4.56% -6.51%
5/22/1978 99.09 12/13/1978 96.06  -3.06% -7.51%
3/21/1979 10125 4/22/1980  103.43 2.15% -6.93%
6/17/1980  116.03  7/2/1981  128.64 10.87% -2.51%
9/28/1982  123.24  2/3/1984  160.91 30.57% -2.52%
9/12/1984  164.68 11/18/1986  236.78 43.78% -2.83%
11/25/1986 248,17 11/5/1987  254.48 2.54% -12.78%
6/28/1988  272.31 2/26/1990  328.67 20.70% -5.79%
5/25/1990  354.58  9/7/1930 3234  -B.79% -13.65%
2/15/1991  369.06 4/19/1994 44254 19.91% -1.86%
9/15/1994  474.81 9/29/1998 1049.02 120.93% -6.72%
12/8/1998 1181.38 11/4/1999 1362.64 15.34% -3.77%
11/11/1999 1381.46 10/30/2000 1398.66 1.25% -5.48%
5/14/2003  939.28 8/18/2004 1095.17 16.60% -2.90%
11/5/2004 1166.17 7/19/2006 1259.81 8.03% -2.57%
9/12/2006 1313.11 12/21/2007 1484.46 13.05% -1.03%
6/23/2009 895.1 7/2/2010 1022.58 14.24% -2.88%
10/22/2010 1183.08 8/12/2011 1178.81 -0.36% -6.89%
1/31/2012 1312.41 8/28/2015 1988.87 51.54% -3.48%
12/21/2015 2021.15 1/11/2016 1923.67 -4.82% -5.08%
4/25/2016 2087.79 12/7/2018 2633.08  26.12% -4.60%

4/1/2019 2867.19 3/30/2020 2626.65 -8.39% -23.55%

10 Boyden Rd., Medfield, Massachusetts 02052
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The most recent Golden Cross formation got slammed by the March COVID crash. But since the
1961 trigger, the Golden Cross has generally served as a fairly good timing device to sidestep
large portions of bear markets. Prior to that it was not nearly as effective. This can be seen in the
drawdown chart below.

SPX Golden Cross drawdowns. Fed Funds interest assumed when out
of market. 12/31/1928 - 7/8/2020

Drawdown =-22%, Max. drawdown -49% .
. : ; ; . i 0%

-30%

-40%

1940 1950 1960 1970 1980 1990 2000 2010 2020

While drawdowns have been mostly fairly moderate since the mid-50s, prior to that there were
some very large drawdown to endure. Of course, the 2020 drawdown is the biggest since 1940 —
and we still have a good ways to go for the system to dig out of it. Despite some fairly sizable
drawdowns, the Golden Cross would have beaten “Buy and Hold” handily. 1t is a bullish long-
term trend indication. But it is not a bulletproof long signal.

The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be
found below.
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« As of 07/01/2020 DOMESTIC SECURITIES HOLDINGS AS OF

July 8, 2020

Summary | T-Bills T-Notes and T-Bonds FRN

Security Type
US Treasury Bills (T-Bills)
US Treasury Motes and Bonds (Motes/Bonds)
US Treasury Floating Rate Notes (FRN)
US Treasury Inflation-Protected Securities (TIPS)*
Federal Agency Securities™
Agency Mortgage-Backad Securities*™*
Agency Commercial Mertgage-Backed Securitizs™*
Total SOMA Holdings

Change From Prior Week

*Does not reflect inflation compensation of 35,832,563.5

**Fannie Mae, Freddie Mac and Federal Home Loan Bank

Total (in Thousands)
326,044,000.0
3,583,727 4651
15,545,746.1
270,205.503.5
2,347.000.0
1,802,226,879.3
9,173,8081
6,109,270,4021

18,153,999.2

=*Guaranieed by Fannie Mas, Freddie Mac. and Ginnie Mae. Curmrent face value of the securifies, which is the remaining principal balance of the securities.

10 Boyden Rd., Medfield, Massachusetts 02052

The growth in the SOMA is back on track, as it increased by over $18 billion this past week. We
have seen oscillations in the past few weeks, which appear to be calendar-induced. But the bottom
line is that the Fed is continuing to support the market with very high liquidity. The increase in the
SOMA over the last few months is larger than has ever been seen before. Below is an updated
SOMAV/SPX chart from 2008 — present.

781-956-6952




SOMA & SPX Levels
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The SOMA is still in the midst of the largest expansion in history, and indications from the Fed
are that expansion is not likely to end anytime soon. | believe they will remain aggressive in their
efforts to stimulate the economy. And that is good for the market for as long as it lasts.

So trend indicators and massive liquidity are supporting the market rally for the time being. And
there seems to be little point in fighting the trend. So | have moved my outlook back to slightly
bullish. That means I will more easily look to take long trades, and will be extra cautious about
taking short trades. | do not expect | will get aggressively bullish anytime soon. Market valuations
are very high, the economy is terrible, and COVID-19 news has been getting progressively worse
in the US. Those things will matter at some point. They just aren’t mattering right now. Trade
wars, social unrest, and an upcoming election could all roil markets as well. The NASDAQ has
been the clear leader, and this has been the case for a very extended period of time (since October).
A faltering NASDAQ could be a sign that more damage is on the way. So | will be keeping a close
eye on that as well. But as | said, for now, I’ll approach my trades with a slightly bullish
intermediate-term bias.
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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.

None tonight.

Current Open Trade Ideas
None.
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