QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

July 21, 2020 Volume 13 Issue 140

Market Overview

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

Signals Overview

Aggregator CBI Reading

Flat 0

Tonight’s Research Points

e The very low volume on the breakout is a bullish sign for follow through over the next few
days.
e The combination of the SPX and the VIX and volume low suggest a 1-day downside edge.

Short-term Outlook
The Bottom Line
The Aggregator is neutral and so am I.
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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 21, 2020 SPX breakout on lowest volum in 10 1-5 days Bullish 1.90% -0.80% -1.50%
July 21, 2020 SPX 20 high. VIX 20 low. Volume 10 low1 day Bearish
July 17,2020 Unfill gap 20hi, unfill gap down 1-3 days Bearish
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 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

The Evidence

Monday was an interesting day. The SPX finished up 0.8% and broke out to a 50-day high, the
NASDAQ gained 2.5% and hit a new all-time high, and the Russell 2000 lost 0.4%. Breadth was
negative as the NYSE Up Issues % was 43.1% and the Up Volume % came in at 42.8%. NYSE
total volume came in at the lightest level in over a month.

SPX breakout days often give clues as to whether we are likely to see additional follow through.
Monday’s volume is encouraging. For a breakout to have a good chance of success you generally
want volume to come in either 1) lower than the day before (like Monday), or 2) extremely high.
Moderate but increasing volume is the worst scenario. To see why | say this, take a look at the 3
studies below, which were seen in the 6/4/18 letter. The first one examines new breakouts that
occur on declining volume.
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than yesterday. Buy SPX on close. Sell X days later. $100k/trade. 1970 - present.

SPX closes at a 50-day high after not having done so for at least 10 days. NYSE volume is lower

X All: Net Al _AII:_ AI!: Al % AI!: I'.'I_ﬂ.x All: I'.'Iax AI!: A_‘.rg All: ﬁfﬁrg _AII: Al All Avg
Total |Winning| Lesing Winning Losing Winning Los=ing Win/Loss
Days il Trades| Trades |Trades i Trade Trade Trade Trade Ratio e =
20 4142597 62 35 25 5806 11,088.84 -B15710( 2851212 -202348 1.29 1.79 663 16
19| 3824880 63 37 25 53.73| 9,62899%9 -905582| 243461 -15993.53 1.22 1.74 B07.12
18| 39,376.91 63 40 23 63.49| 11,076.80| -5094.80| 231645 -231857 1.00 1.74 625.03
17| 3545541 63 40 23 6349| 1001728 563295 228062 -2393.56 0.95 1.66 573.66
16| 45270.78 63 41 pd 6508| 1004435 -9524381| 2309148 -23995.09 1.00 1.86 71858
15| 41,215.65 63 43 20 6825 835791 | -935452| 217087 -2608.59 0.83 1.79 65422
14| 4525543 65 45 19 TOTF| 913984 552565 19917 238413 0.4 2.02 T12.24
13| 4521572 65 44 s 6667 792085 -5180.09| 1,98307| -14875.42 1.06 212 T00.24
12| 2995879 66 38 28 5758 599575 -453914( 1958993 -160360 1.23 1.67 453 92
11| 2454571 66 35 30 5455 5,80950| -502907( 193799 -1504.08 1.29 1.55 373.42
10| 23,106.83 65 35 H 53.03| 5,960.00| -432452| 183985 -138833 1.36 1.54 350.10
9| 2316311 66 42 24 6364| 514720| 581225 155365 -1571569 1.00 1.75 42671
8| 3327555 66 45 20 6970| 5096500 -418655 1,39939 55597 0.90 207 50418
7| 38,394 .18 65 44 X2 6667 455500 -3211.35) 1,33817| -1,022.07 1.3 282 551.43
6| 51,24575 65 47 19 71.21| 500250| -35583.65 1,356536 -757.51 1.84 4.55 T776.45
5| 51,317.08 66 45 17 7424| 448250 -36893.73 1,38262 -965.56 1.43 412 T77.53
4| 33,69027 66 47 19 T1.21| 444000 -25913.85 111428 -983.16 1.13 280 510.45
3| 32,2801 65 44 22 6667 395000 -180237) 1,081.94 -595.14 1.55 3N 43925
2| 19,739.93 65 44 22 6567 221293 -181260 760.95 52452 1.22 244 299.09
1| 6,739.16 66 41 25 6212| 133402 -1392132 44115 -453.91 0.97 1.59 10211

Numbers here appear pretty solid, with add-on buying typically coming in during the next week.

Below is a look at a profit curve.
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SPX closes at a 50-day high after not having done so for at least 10 days. NYSE volume is lower

than yesterday. Buy SPX on close. Sell 5 days later. $100k/trade. 1970 - present.
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The move from lower left to upper right is encouraging, and suggests Monday’s breakout is likely
to see additional follow through this upcoming week. Next, let’s look at times where there was
extremely strong volume (20-day high volume).
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SPX closes at a 50-day high after not having done so for at least 10 days. NYSE volume the
highest in 20 days. Buy SPX on close. Sell X days later. $100k/trade. 1970 - present.

X Al et | A

20| 13,031.24 41
19| 95,552.80 41
18| 2048718 41
17| 14,485.33 41
16| 20,007.40 41
15 13,894.74 41
14| 16279.91 41
13| 23,812.30 41
12| 20,404.52 41
11| 26,835.40 41
10 30,154.41 41

B 27, 718.41 41

& 2841470 41
7| 3023426 41
6| 33,027.27 41
5| 2928427 41
4| 2035872 41
3| 1705861 41
2| 27121.51 41
1] 15,065.40 41

All

22
23
23
24
23
23
23
24
23
28
24
24
24
25
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Al

19
18
18
17
18
18
18
17
18
15
17
16
17
16
13
15
15
15
13
12

All: %%

Total |Winning| Lesing
DEYS —— Trades| Trades |Trades FIICELE

53.66
56.10
56.10
58.54
56.10
56.10
56.10
58.54
56.10
63.41
5B8.54
58.54
58.54
60.98
68.29
63.41
63.41
63.41
65.85
T0.73

Al Max
Winning
Trade

8,953.20
8,942 .40
9,613.50
9,069.84
8,048.82
7,668.00
8,128.38
747564
7,352.31
5,782.40
5,189.20
5,418.16
5,220.34
5, 264.21
4,695.76
477160
3,165.12
2,889.36
3,813.53
2,755.52

All: Max
Losing
Trade

-3,308.32
-7,980.00
-7,323.38
-5,144.90
-5,105.35
-3,358.20
-5,338.45
-5,251.55

-8,757.15

-2,188.15
-1,2558.60

-1,2592.50

All Avg
Winning
Trade

3,632.58
3,409.41
3,674.90
327462
3,530.65
3,424.99
3,302.74
3,054.35
2,796.65
2,514.89
2,487.62
2,272.85
2,245,810
2,017.12
1,753.17
1,655.48
1,266.35
1,086.30
1,181.81

54811

All: Avg
Losing
Trade
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2,57
1,738.42
1576.82
-1,440.27
-1,262.11
-1,235.50
91655
83775
745,67
-352.25
-310.81

Al
Win/Loss
Ratio

1.03
0.89
1.03
0.87
1.04
0.95
1.00
1.05
1.15
0.58
1.43
1.36
1.56
1.60
1.42
1.81
1.51
1.46
3.2
2.09

Al

ProftFactor

1.1%
1.14
1.32
1.23
1.33
1.21
1.27
1.48
1.48
1.70
2.0z
2.03
2.20
2.50
3.06
3.13
282
253
6.67
5.04

All Avg
Trade

317.84
233.00
4509 65
353.54
437.55
338.90
387.07
5383.23
457 87
65452
735.47
676.08
717.43
737.42
805.54
714.45
485 55
415.06
661.50
357.45

Numbers here are quite similar, with the first week getting solid follow-through buying once again.
Next, let’s look at rising but moderate volume.
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SPX closes at a 50-day high after not having done so for at least 10 days. NYSE volume is higher

than yesterday but < 20-day high. Buy SPX on close. Sell X days later. $100k/trade. 1970 - present.
XA | AL | s | e | A | s | Atae | A | v
Days i Trades| Trades |Trades Gl Trade Trade Trade Trade Ratio e

20 1,934.98| 103 31 52 49.51| 13,401.70 ) -11,541.15 3,25265| -3,152.88 1.03 1.01 18.79

19| 1504539 103 54 45 5243 9,13538|-115854.88( 308777 307378 1.00 1.10 1456.07

18| 1648311 104 57 47 54.81 §503.00| -10,293.66| 287969 -3141.69 0492 1.1 158.49

17 11,596.72) 104 57 47 54.81 995263 941967 277433 311783 0.29 1.08 111.51

16| 244758 106 58 43 5472 891072 1103363 261191 -3105.07 0.24 1.02 23.09

15| 9420592 106 57 49 53.77| 8,150.48 -10321.97| 2,52891| -2,749.53 0.52 1.07 88.88

14| 283716 106 59 47 5566 7T, 70240(-10120458( 2304684 -28945917 0.78 0.53 -24.88

13| 435710 106 55 50 5283 T7911.80| -B72534| 229209 -2854.29 0.88 0.57 -41.10

12 -55914.02 107 58 49 5421| 10197598 -9365.02| 2139295 -2552.52 0.81 0.595 -55.27

11 322682 107 57 50 53.27| 1038037 | -948288| 218585| -2427.34 0.50 1.03 30.16

10| -2621.51 107 55 52 51.40| 10,51518| -853365( 209117 225223 0.52 0.53 -24.50

9 258316 107 53 54 4953 341373| H57883| 207262 -1%83612 1.04 1.02 2428

& -24873.82 107 59 43 55.14| 8,53268| -7076.24| 154195 -20380.30 0.79 0.97 -27.84

T 1443534 107 58 49 54 21 5,337.26| -7 255284 1688777 -170212 0.59 147 135.39

6| 10,783.68| 107 60 47 56.07| 681980 -7103.18| 1,459.85%| -1534.03 0.89 1.14 100.88

5 545473 107 53 54 4953 851682 503844| 1483852 -135976 1.09 1.07 50.98

4 -1,453.54) 107 59 43 55.14| §,71671| -5535.558( 120691 -1513.595 0.20 0.53 -13.68

3 59471.04 107 62 45 5794 6,74050| -5361.06( 1,098.07| -130244 0.24 1.16 858.51

2| 370843 107 63 42 5888 402844 -4275.16 761688 -1008.31 078 1.08 3488

1 9930.76| 107 51 45 57 2,731.56| -2722.81 507.35 -456.92 1.11 1.47 5z2.81

This does not appear to suggest any edge over the next 1-4 weeks.
So it appears the low volume on Monday could be a good thing. But it was not just lower than the

day before. It was the lowest volume day in a while. So I filtered volume further to see what
happened if the breakout occurred along with a 10-day volume low.
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SPX closes at a 50-day high after not having done so for at least 10 days. NYSE volume the
lowestin 10 days. Buy SPX on close. Sell X days later. $100k/trade. 1970 - present.

X AuNet | T o Losing| A5 | Wining | Losng | Wiming | Losng | Wioss | AL | ATAVS

Days Profit | rrades| Trades |Trades| "TOM30€ | 1roge Trade Trade Trade Ratip | TCmtractor  Trade
20 921828 14 ] g 57.14) 411990 -5904.08| 258520 -1910.56 1.35 180  658.45
19| 537360 14 5 8 4286 420000 -429520| 274587 -1387.08 1.58 1.428 38419
18| 7,333.54 14 8 ] 5714 557920 -401440| 228072 -1831.59 125 1.67 523.85
17| 352737 14 7 7 50.00) 554400 -868295| 310562 -Z601.71 119 119 25195
16| 045337 14 7 7 50.00) 438250 -412176| 319566 -1,845.11 173 173 67528
18| T7,378.83 14 T 7 5000, 471750 -3228588| 2811.81| -1757.69 1.60 1.60 527.06
14| 1427575 14 5 5 6429 535000 -3880.00( 2700.41| -200558 1.35 242 1,019.70
13| 1421811 14 5 5 6429 527500 -2413.44| 241435 -150228 1.61 289 101558
12| 912397 14 7 7 50.00) 5017.60| -3,08752| 271330 -1409.87 1.2 182 85171
11| 16,160.82 14 g 5 6429 530960 -207450| 2637.45 -1515.25 174 3.13| 115434
10| 16,776.06 14 5 5 6429 595000 -2528.72| 252912 -1187.20 211 380 119829
5| 18,6591.64 14 12 2 B85.71 5,147.20| -3 64454 1,872.66| -1850.16 0.599 594 133512
8| 18427.30) 14 12 2 8571 509600 -278208| 182787 -1753.55 1.04 625 131624
7| 16,195.40) 14 11 3 7857 485500 -976.32| 163830 -502.54 259 987 1,156.81
6| 1956114 14 12 z 8571 500250 -94272| 177314 -253.25 2.07 12.40| 1397.22
5| 19,499.99 14 13 1 92.86| 443250 -1,081.20 1,583.17| -1,081.20 1.456 19.04| 1,392.86
4| 13,571.98 14 11 3 T8.57 | 444000 -3E7.08 0 144124 -760.56 1.89 6.95 5659.43
3 1454273 14 10 4 7143 395000| -1,190.70| 165564 -503.41 3.29 822 103877
2 1118185 14 12 z 8571 128800 -576.42| 100958 48557 216 1298 79889
1) 385821 14 10 4 7143 138402 -192132| 62895 -853.32 0.95 239 25118

These are actually the best results of the bunch. Instances are a little low, but 13-1 one week out is
impressive. Below | have listed all instances.
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SPX closes at a o0-day high after not having done so
for at least 10 days. NYSE volume the lowest in 20 days.
Buy SPX on close. Sell 5 days later. $100k/trade. 1970 - present.
. . Run-u

Date/Time Signal Price %% Profit Draw duwm
10/13/1975 Buy $89.46 0.40% $1,496.78
10/20/1975 Sell $89.82 ($1,541.46)
11/27/1981 Buy $125.09 0.94% $1,781.77
12/4/1981 Sell $126.26 ($1,166.54)
12/24/1991 Buy $399.33 4.49% $4,747.50
1/2/1992 Sell $417.26 ($5.00)
2/1/1993 Buy $442.52 1.20% $1,692.00
2/8/1993 Sell $447.85 ($296.00)
12/27/1993 Buy $470.54 -1.08% £159.00
1/3/1994 Sell $465.44 ($1,310.186)
1/29/1996 Buy $624.21 2.76% $2,755.20
2/5/1996 Sell $641.43 $0.00
10/2/1997 Buy $060.46 1.06% $2,356.64
10/9/1997 Sell $970.62 ($554.32)
6/30/1999 Buy $1,372.86 1.58% $2,337.12
7/8/1999 Sell $1,394.49 ($871.20)
8/29/2003 Buy $1,008.01 2.34% $2,415.60
9/8/2003 Sell $1,031.64 ($231.66)
10/12/2009 Buy $1,076.19 2.02% $2,206.16
10/19/2009 Sell $1,097.91 (£872.16)
10/14/2011 Buy $1,224.58 1.12% $1,170.45
10/21/2011 Sell $1,238.25 ($2,681.10)
4/29/2013 Buy $1,593.61 1.50% $1,621.92
5/6/2013 Sell %1,617.50 (£764.48)
12/22/2014 Buy $2,078.54 0.09% £720.48
12/30/2014 Sell $2,080.35 $0.00
11/17/2016 Buy $2,187.12 1.20% $1,180.35
11/25/2016 Sell $2,213.35 ($303.30)

The lone loser here occurred in the week between Christmas and New Years, which is a time where
volume is typically very light. So someone could even view that as a reason to discount that
instance. I’ll still include it, but the point is, | like these results and don’t see a red flag here. | have
added this study to the active list tonight.

The weak breadth was also interesting, and could be looked at a few ways. | did not find a
compelling edge when looking at the strong move up on poor breadth. Below is an example of a
study | ran related to this.
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SPX closes up = 0. 75% while Decliners outnumber Advancers.

Buy on close. Sell next day's close. $100k/trade. 1970 - present.
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Such setups used to suggest a decent upside edge the next day. That is no longer the case. But |
am not convinced that there is truly a substantial downside edge either.

Also notable about Monday was that the VIX saw a big decline and a new low as well. The study
below was from the 5/14/18 letter. It looked at other times the SPX hit a high while VIX and NYSE
volume hit a low. Results are updated.
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SPX closes at a 20-day high while VIX closes at a 20-day low. NYSE volume is the lightest in 10 days.
It is NOT Dec 15th or later. Buy on close. Sell next day's close. $100k/frade. 2000 - present.

U * H |
Total Net Profit ($9,466.62) Profit Factor
Gross Profit $3,372.93 Gross Loss ($12,839.55)
DO T R e
Total Number of Trades 32 Percent Profitable
Winning Trades 13 Losing Trades 19
Even Trades 0
ooood- N
Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 0.38
AvgeWinning Trade $259.46 Avg. Losing Trade (5675.77)
000 inning Trade $1,010.77 Largest Losing Trade ($2,492.10)
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This study seems to suggest a 1-day downside edge. | have also added this to the active list tonight.

| 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 mix of evidence considered, the green Aggregator Line rose above zero. Positive
readings mean net expectations are for upside over the next few days. Meanwhile the black
Differential Line held 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 Tuesday. This
could change if new bearish evidence emerges. Meanwhile, the Differential Pivot will be 3224.45
on Tuesday. That is 0.8% below Monday’s close. Therefore, SPX will need to close down at least
0.8% on Tuesday in order to flip from overbought to oversold vs recent expectations.

So the Aggregator is neutral. Expectations for Tuesday are actually slightly negative, but the 3-
day expectations are positive. Breakouts are tough to short, because they suggest momentum, and
we’ve certainly seen how momentum can carry the last few months. This is all leaving me sidelined
and neutral, awaiting a more favorable reward/risk setup.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 7/20 — slightly bullish

The intermediate-term outlook was last updated in the 7/20 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 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
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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