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Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 0

Tonight’s Research Points

e SPX intraday high and a big NDX down day have made for a solid intermediate-term
bullish signal in the past.

e The 1% down day from an intermediate-term high is sometimes the 1% of several down
days. It appears a bit early to anticipate a high-probability of a bounce.

Short-term Outlook

The Bottom Line

The Aggregator is bullish, but evidence is light and the pullback could deepen. I’m still in “wait
and see” mode.
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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
December 7, 2020 NDX up 8 and 50-day high 1-4 days Bullish 1.40%
Active - Long Term
November 16, 2020 SPX 20 intra-high. NDX biggest dn 20 |1-50 days | Bullish 6.20% -2.80% -5.40%
November 23, 2020 NASDAQ Leading int term Bullish
November 16, 2020 SPX 50-day %b crosses over 100 1-50 days Bullish 4.90% -4.40% -8.90%
November 2, 2020 Best 6 Months 1-6 months |[Bullish
September 28, 2020 4 weeks down > 40-week ma 1-10 weeks |Bullish 8.60% -3.10% -7.40%
July 9, 2020 Golden Cross int term Bullish
March 23, 2020 QE4 int term Bullish
Dropped Tonight (expired, tgt hit, or avg ddn + 1 std dev exceeded)
December 8, 2020 [Unfill up to 20 high. Unfill down. [1-2 days Bearish

The Evidence

The market struggled some on Wednesday. The SPX finished down 0.8%, the NASDAQ tumbled
1.9%, and the Russell 2000 fell 0.8%. Breadth was negative with the NYSE Up Issues % coming
in at 51% and the Up Volume % at 46%. NY SE total volume rose some from Tuesday’s level.

The 1% day down from a 50-day high does not always generate a compelling buy signal. It is often
a tossup as to whether the previous rally quickly re-asserts itself, or whether the down day is the
beginning of a deeper selloff. One study I looked at tonight was from the 7/24/20 letter. It looked
at other times that SPY made a 3-day high, 3-day low, and then a 3-day low close. | filtered that
study further to break it down into times it was coming off a 50-day closing high vs times it was

not. The broken down results can be seen below.

After closing up yesterday but not at a 50-day high, SPY makes a 3-day high, a 3-day low, and the lowest
close in 3 days. Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1997 - present.

X Al net | M AR AL e | Al Max
Profit Total [Winning Losing Profiable Winning
Days Trades Trades Trades Trade
5| 24 47053 22 15 7 6813
4| 18,134.83 22 15 7 568.18
3| 5,331.97 22 18 7 68.18
2| 6,0688.70 23 14 9 60.87
1 237954 23 14 5 60.87

Al Max All: Avg All: Avg
Losing Winning Losing
Trade Trade Trade

1,880.09 53298

1,629.12 500.28

1,344.27 | 154743

1,039.35 -942.45

642 03 73433

Al

WimlLFISS Prufﬁkl-llédur Ftpéil?
Ratio
353 756 111230
1.81 3.88 824.31
0.87 1.88 42418
1.10 1.72 263.86
087 1.36 103.45
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After closing at a 50-day high yesterday, SPY makes a 3-day high, a 3-day low, and the lowest
close in 3 days. Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1997 - present.

X | AEWel | oy |niing Losing | AR % | Wering | Loaing | Wi | Lo | wintoes |, AE | AEAYS

Days Proft  rrades Trades Trades| | ° Al Trade Trade Trade Trade Ratio | oniactor  Trade
15 5 i 60.00| 3,861.00( -1463.76| 1,765.43 485.21 363 5.45 85478
15 5 6 60.000 235252 -1326596 124692 -584.55 2.13 3.20 514.33
15 5 i 60.00 216614 -33593.78 850.82| -1,200.50 0.80 1.20 55.13
15 ] 7 53.33| 236164 -3737.28| 1,136.95| -1,194.10 0.95 1.09 49.13
15 8 ¥ 5333 138200 -39059.03 524.48 -923.34 D62 07 -57.84

The 1% set of results, where the market was NOT coming off a 50-day high, look fairly bullish.
But the times the pattern triggered right after a 50-day high show more random returns. The 2"
setup is the current one. So | am not adding anything new to the short-term active list tonight.

But there was one study that suggested a possible intermediate-term impact. It noted that SPX
made a 20-day intraday high on a day where NDX had its worst decline in the last 20 days.
Interestingly, | also looked at this setup in the 7/24/20 letter, and have updated the results below.

SPX makes a 20-day intraday high while NDX suffers its worst drop in 20 days.
Buy SPX on close. Sell X days later. $100k/trade. 1985 - present.

X | ANt | S g Losng A% | Wanng | Losng | Wmng | Losng | viless | AL ALAW
Days PIoft  rrades Trades [Trades | CMOPE | Trage Trade Trade Trade Ratio | TCTiractor  Trade
| 50 | 107 633.80 28 23 5 82.14| 1173548 -447424 514777 | -2,152.87 2.39 11.00| 3,844.06
45| 84128.14| 28| 22 g 78.57| 10,640.84| 5533.44| 460528 -2,864.66 161 5.89| 3,004.58
40| 6752394 28| 22 7 75.86| 068240 9,804.11| 412236 -3,311.29 125 391 232841

38| 5 30 21 5 70.00 3.9 -5,508.07 4 088.19| -2,928.81 1.40 326

30| 5 30 22 ] 7333 81 -5 84967 4 125.95| -428551 0.96 285

35| 5 | = g 7188 7.4 9670.78| 373832 -3,577.97 1.04 267

20 2 | 23 71.88| 720633 5008.24| 2:830.80| -2,383.13 118 3.04

15| 40,183.19| 32| 24 a 75.00| 7,393.84| 3,229.81| 223832 -1,692.07 132 3.97

10| 2827480 33 23 10 B89.70 4 119.18| -2,581.28 1,602.65 8538.62 1.87 429

5| 125984.60 34 20 14 56.82| 418952 -2518.20 1,210.38 801.54 1.51 2.6

The numbers here look impressive over the intermediate-term. Below is a look at the 50-day profit
curve.
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SPX makes a 20-day intraday high while NDX suffers its worst drop in 20 days.

Buy SPX on close. Sell 50 days later. $100kitrade. 1985 - present.
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The curve does not disappoint, since it is a straight shot from lower left to upper right. I have added
this study to the intermediate-term active list.

| 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 evidence considered, the green Aggregator Line remained just barely above zero.
Positive readings mean net expectations are for upside over the next few days. Meanwhile the
black Differential Line moved above 0. The positive Differential Line reading means that SPX is
oversold versus recent expectations. So expectations are positive and SPX is oversold. This is
considered a bullish configuration. Bullish configurations are visible on the chart whenever both
lines close above zero. Therefore, the Aggregator signal turned long at the close.

The last of the short-term studies is set to expire on Thursday. This would leave expectations
slightly positive on Thursday based on the intermediate-term outlook. Of course this could easily
change if new bearish evidence emerges. Meanwhile, the Differential Pivot will be 3700.44 on
Thursday. That 0.75% above Wednesday’s close. Therefore, SPX will need to close up at least
0.75% on Thursday to flip from oversold to overbought vs expectations.

So the Aggregator is bullish. But evidence is light. And as we saw above, the 1% day down after a
high is often not the best buying point. I’ll wait to see if we get a little more of a pullback
accompanied by additional bullish evidence in the next few days. If so, I’ll be ready to buy as we
head into the seasonally bullish 2" half of December. But | am not convinced just yet.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 12/7 — slightly bullish

The intermediate-term outlook was last updated in the 12/7/20 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.

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, 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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