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Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 0

Tonight’s Research Points

e Strong multi-day pullback during a long-term uptrend are often followed by a bounce.
e Big drops from short-term lows during an uptrend suggest a sizable bounce.

Short-term Outlook
The Bottom Line
The Aggregator bullish. SPX is strongly oversold. There appears to be a short-term long side edge.
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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
September 9, 2020 SPX dn 1.5% 2x in 5 days. 5-day low. 1-4 days Bullish 2.65% -1.90% -4.50%
September 9, 2020 SPX dn > 2.5% today from 5-low > 200 [1-2 days Bullish
September 8, 2020 1st 10-lowin 30 days > 200. ADX>14. |1-6 days Bullish 2.20% -1.40% -3.10%
Active - Long Term
September 8, 2020 SPX down 0.75% with VIXdown 7.5% [1-10 days Bullish 7.80% -1.20% -3.10%
September 8, 2020 1st 10-lowin 30 days > 200. ADX>14. |1-10 days Bullish 3.00% -1.90% -4.20%
August 27,2020 SPX 50-day %b crosses over 100 1-50 days Bullish 4.90% -4.40% -8.90%
July 24, 2020 NDX big dn day. SPX new high. 1-50 days  [Bullish 6.00% -2.85% -5.50%
July 9, 2020 Golden Cross int term Bullish
June 8, 2020 3 Breadth Sigs (BAM/9o%Day/A-DHi) [1-63 days Bullish
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

The market saw more hard selling on Tuesday. The SPX lost 2.8%, the NASDAQ tumbled 4.1%,
and the Russell 2000 fell 2.0%. Breadth was negative as the NYSE Up Issues % was 21% and the
Up Volume % came in at 22%. NYSE total volume rose from Friday’s level.

There were several studies that triggered that noted the hard selloff over the last 3 days. | have
highlighted some of the more intriguing ones below.

In the 10/9/19 letter | looked at some studies that examined multiple strong down days in a short
time period. | found there to be a notable difference in results for times SPX finished at a short-
term low vs times it did not. This can be seen in the studies below.

SPX closes down = 1.5% for at least the 2nd time in the last 5 days. Close = 200ma.
Close = 5-day low close. Buy on close. Sell X days later. $100k/trade. 1987 - present.
X | A AL AL s | S| A s | atae | A A |
Days I Trades| Trades | Trades FIELE Trade Trade Trade Trade Ratio I IIET TERE
10| 2,403.50 ] 7 2 7778 28484 123937 -3,135.84 0.40 1.38 26710
9 724125 9 7 2 7778 457.00| 1,540685| -1,77163 0.87 3.04 &04.59
8| 6,663.16 5 6 3 66.67 261.68 1,508.68 -796.30 1.89 378 740.35
7| 8343.08 10 [ 4 §0.00 78475 242431 -1,5508% 1.56 235 834.31
6| 3568551 10 6 4 §0.00 , -3,286.40( 291425 -219947 1.32 1.99 26856
5 2471.25 10 5] 2 50.00 3,777.4 -5,368.04 2,712.38| -3,450.78 0.79 1.18 247.13
4 5.4 10 [ 4 §0.00 491736 1,74839| -2,580497 0.563 1.02 16.64
3 10 3 5 50.00 1,800.40| 2017.47| -1,32082 1.53 1.53 345.43
2 11 3 6 45.45 1,099.56 1,5941.61 491,63 3.95 328 614.39
1 11 7 4 63.64 797.60 50228 -341.00 2 85 4.63 45018
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SPX closes down = 1.5% for at least the 2nd time in the last 5 days. Close = 200ma.
Close = 5-day low close. Buy on close. Sell X days later. $100k/trade. 1987 - present.
X | Aunet | 2o hvinning|Losing| £ | Winning | Losing | Wiming | Losing | Winoss || AL | AAv
Da‘_f‘S Profit Trades| Trades |Trades Profitable Trade Trade Trade Trade Ratio ProfitFactor|  Trade
10| 3594125 30 15 11 6333| 565616 782538 348353 -2748982 1.27 219 1,/193.04
9| 32,780.00 30 21 5 70.00 5,761.556|-11,831.15 315058 -3,7059.14 0.85 198 1,08267
8| 53,003.18 32 24 ] 75.00 §,960.84 | -5,882.54 312363 | -2,745.51 1.14 3.41 1,656.35
7| 71,74285 33 25 ] 75.76| 750858 -3,232.37| 342255| 172763 1.93 619 2174.02
6| 6128205 33 25 ] 7576 72720686 -332253| 292373 -147655 1.98 6.19| 1,857.03
5| 4551291 33 23 10 69.70 707028 -3,870.04 268641 | -1527.48 1.76 405 1405943
4| 47910.31 33 24 9 T273| 518749 -3351.72 2,518.43| -1,352.44 1.81 482 145183
3| 3,83337 35 25 5 7429 547110 -53%93.89| 207205 -244889 0.85 244 509.52
2| 28,151.70 35 25 10 7222 43509856 453295 185064 -199650 0.93 2.41 751.99
1) 2524124 39 30 5 76.92| 511746 -5829.81 1,357 42| -1608.05 0.54 281 672.85

Without closing at a low area, evidence is not compelling. But the strong selloff to a short-term
low during a long-term uptrend is generally a decent setup for buying. And that is what we are
seeing in the numbers from the 2" study. Below is a look at the 4-day profit curve.

SPX closes down = 1.5% for at least the 2nd time in the last 5 days. Close = 200ma.
Close = 5-day low close. Buy on close. Sell 4 days later. $100k/rade. 1987 - present.
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The strong, steady upslope serves as some confirmation of the bullish edge.

Of course SPX did not just finish at a 5-day low. It was already at one on Friday. This triggered
the following study, last seen in the 3/23/18 letter.

SPX closes down = 2.5% today after closing at a 5-day low yesterday. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1988 - present.

. Al All: All: ) All: Max All: Max All: Avg All: Avg All: . .
ota inning | Losing inning 0s=ing inning o=ing inflLozs
X | AN g o ALK, | W | s | ey | Lo | wioss AL | ALY
Days Trades| Trades Trades Trade Trade Trade Trade Ratio
5 20,325.34 14 9 5 6420 707028 -4069380( 234281| -1051.9% 27 456 1451.81
4| 1632539 15 10 5 G667 473113 -815010( 317351| -3,08185 1.03 206 108835
3| 10,824 53 15 9 6 6000 357408 -7T413590( 2859007| -2231.02 1.2 1.81 721.64
2| 19,733.26 15 13 2 86567 480956 -328500( 1,82481| 196713 0.593 603 11522
1) 842714 16 11 5 68.75 511746 -2930.40 157277 -1 77467 0.29 1.95 526.70

It is fairly rare to see such a large decline during a long-term uptrend when volatility is typically
lower. But instances where it has occurred have seen prices rise over the next few days. Below is
a list of all the instances.
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SPX closes down = 2.5% today after closing at a 5-day low yesterday. Close = 200ma.
Buy on close. Sell 2 days later. $100k/trade. 1988 - present.
Date/Time Signal Price % Profit Run-up
Drawdown
10/13/1989 Buy $333.64 2.25% $2,759.77
10/17/1989 Sell $341.15 ($1,949.48)
10/27/1997 Buy $876.97 4.81% $6,642.78
10/29/1997 Sell $019.16 (£2,473.80)
1/9/1998 Buy $927.69 2.63% $2,614.01
1/13/1998 Sell $052.12 (£1,520.02)
8/4/1998 Buy $1,072.12 1.63% $1,750.26
8/6/1998 Sell $1,089.62 ($1,374.54)
3/23/1999 Buy $1,262.14 2.21% $2,201.73
3/25/1999 Sell $1,289.99 ($443.98)
1/4/2000 Buy $1,399.42 0.29% $983.35
1/6/2000 Sell $1,403.45 (£1,5432.54)
1/24/2000 Buy $1,401.91 0.16% £876.85
1/26/2000 Sell $1,404.09 ($952.82)
1/28/2000 Buy $1,360.16 3.61% $3,820.09
2/1/2000 Sell $1,409.28 ($738.03)
2/27/2007 Buy $1,399.14 0.29% $1,189.25
3/1/2007 Sell $1,403.17 ($1,297.17)
5/6/2010 Buy $1,128.15 2.80% $3,141.60
5/10/2010 Sell $1,159.73 ($2,992.00)
2/5/2018 Buy $2,648.94 1.24% $2,913.01
2/7/2018 Sell $2,681.66 (£2,067.19)
3/22/2018 Buy $2,643.69 0.56% £653.70
3/26/2018 Sell $2,658.55 ($2,138.60)
10/10/2018 Buy $2,785.68 -0.67% £331.10
10/12/2018 Sell $2,767.13 (£2,630.95)
8/5/2019 Buy $2,844.74 1.38% $1,660.05
8/7/2019 Sell $2,883.08 ($666.05)
2/24/2020 Buy $3,225.89 -3.39% £633.00
2/26/2020 Sell $3,116.39 ($3,507.00)

We have seen a couple of trades go south in the last few instances, including the one near the end
of February. But overall, this appears worth consideration as well. I have included this study on
the Active List tonight.

| did have a subscriber note that despite the strong selling, the CBI is still sitting at zero. That is
somewhat surprising, but it speaks to how overbought things were just a few days ago. If the
market continues to sell off another day or two, we could certainly see several new Catapult signals
trigger.

| 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 studies considered, 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 is now very far above 0. The positive Differential Line reading means SPX is
oversold versus recent expectations. So expectations are positive and SPX is strongly oversold.
This is considered a bullish configuration. Bullish configurations are visible on the chart whenever
both lines close above zero. Therefore, the Aggregator signal stayed long at the close.

Based on the current list of active studies, expectations are set to remain positive on Wednesday.
It would take some strongly compelling new bearish evidence in order to change this. Meanwhile,
the Differential Pivot will be 3468.99 on Wednesday. That is a massive 4.1% above Tuesday’s
close. It is highly unlikely we will see a 1-day rally of that magnitude. A more likely scenario for
working off the oversold condition would be a multi-day rally or consolidation.

The Aggregator is bullish. Evidence is starting to build, and the market is getting extremely

oversold. I believe the market is ripe for a short-term bounce. | began scaling in some on Tuesday.
| may add to that position on Wednesday if | can get a favorable fill.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 9/8 — slightly bullish

The intermediate-term outlook was last updated in the 8/3/20 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.

SPY — Buy Y% index position @ $331.00 LIMIT ON OPEN. If not filled on open, cancel
trade and then look to buy @ $333.00 LIMIT ON CLOSE. Based on the short-term outlook
above, I will look to add to my long exposure on either a large gap down or a lower close on
Wednesday.

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss |Stop Notes
SPY(1/4) 9/8/2020]  $336.71 $333.21 -1.04% Aggregator

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, Massachusetts, 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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