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Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 1

Tonight’s Research Points

e The Russell 2000 rising > 1% while SPX closes lower suggests a 1-day upside edge.
e Opex Friday has often seen bearish intraday returns, especially for the NASDAQ 100.
o Weak closes at 5-day lows often lead to a bounce.

Short-term Outlook
The Bottom Line
The Aggregator is now bullish, but reward/risk remains less than desirable.
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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
January 15, 2021 SPXdn. RUTup > 1% 1 day Bullish
January 15, 2021 SPX bottom 10% rng, 5-low > 200 1-5 days Bullish 1.60% -1.40% -3.00%
January 14, 2021 SPY 2 up < 3 ago. Over 200ma. 1-2 days Bullish
January 11, 2021 NDX up > 1%. SOX down. 1-6 days Bearish
Active - Long Term
December 10, 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
July 9, 2020 Golden Cross int term Bullish
March 23, 2020 QE4 int term Bullish

The Evidence

Thursday was another mixed day. The SPX lost 0.4%, the NASDAQ fell 0.1%, and the Russell
2000 rallied 2.05%. Breadth was positive with the NYSE Up Issues % coming in at 66% and the
Up Volume % at 74%. NYSE total volume rose some from Wednesday’s level.

The split market triggered an interesting study from the 11/11/20 subscriber letter. It examined
other times the SPX closed down on the same day the Russell 2000 rose at least 1%. | have updated
the results below.
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SPX closes down. RUT closes up = 1%.
Buy SPX on close. Sell next day's close. $100k/rade. 2000 - present.
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Stats here are very strong, but the one instance noted certainly inflates all the stats and skews the
curve. So let’s look at the results if we exclude that 2008 instance.
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SPX closes down. RUT closes up = 1%.
Buy SPX on close. Sell next day's close. $100k/trade. 2000 - present. (Excludes 10/13/08.)

16000
TEOO0 e v v v v TR RTS RPN S R R IR
AAQDOF: - v rrr ................................. ................................. .................................
3000 e ................................. ................................. ................................
P00 RPN LN U TRRRRI
TADOD e v v rvrre e e O I vl AP Y & e
AOOOO - oo oo e L e
BOOO - v T PP R RS
BOO0A v A R TR PR
@ 7000
= : : :
3
o 8000
Ll
5000
4000
3000
111 P Y A P Total Net Profi $15.183.41  Profit Factor
000k L Gross Profit $23,340.37 Gross Loss (%$8,156.96)
: Total Number of Trades 34 Percent Profitable
0 Winning Trades 22 Losing Trades 12
Even Trades 0
-1000
Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 1.56
2000 Avg. Winning Trade %$1,060.93 Awvg. Losing Trade ($679.75
Largest Winning Trade $2,588.08 Largest Losing Trade ($2,722.05
N N N ]
0 10 20 30 40

Trade Number

This seems worth paying attention to. The profit curve is again at new highs and the average
instance has led to nearly a 0.5% gain the next day. | have included this on the Active List.

In the 10/28/20 letter | shared a study that looked at times SPX closed at a 5-day low and near the
lows of the day. | have updated that study below.

SPX closes in the bottom 10% of its intraday range and at a 5-day low. Close = 200ma.
ltis NOT Monday. Buy on close. Sell X days later. $100k/trade. 1993 - present.
) All: All: Al . All: Max Al Max All: Avg All Avg All: . )
X ﬁglr';:_:t Total |[Winning| Losing Prj:lk;lr-t:ale Winning Lo=ing Winning La=ing Win/Loss Pruf?l—llﬁctur ﬁ.‘ll_ll'_:d";g
Days Trades| Trades |Trades Trade Trade Trade Trade Ratio
5| 4956218| 109 69 40 63.30( 555516 -513288| 1,730.88| -1,745.71 0.99 171 45470
4| 42 356.83 114 71 42 6228 5290.00| -552058 1,961.77 | -1,593.69 0.98 1.62 371.55
3| 2752108 116 T4 42 63.79| 4,895.50| -5393.8%| 118546 -1433.41 0.83 1.48 237.258
2| 26,883.05) 125 T3 52 58540 442450 -4B832.85 1,080.34 -999 .65 1.08 1.52 215.06
1| 18,752 .45 136 33 53 61.03, 2671.02 -£074.:24 T64.21 -342.97 0.91 1.42 137.89
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The stats table shows moderate odds of a move higher over the next few days. Below is a look at
the 5-day profit curve.

SPX closes in the bottom 10% of its intraday range and at a 5-day low. Close = 200ma.
It is NOT Monday. Buy on close. Sell 5 days later. $100k/trade. 1993 - present.
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The stats were not overwhelming, but | do like the profit curve. While it is certainly choppy, it is
also very persistent in its move higher. The curve increased my confidence in the study, and | have
included it on the Active List tonight.

It is also notable that Friday is options expiration. Options expiration has long been a day that has
seen weakness after the opening bell (and strength before it). Below is a study showing results of
purchasing 10 ES contracts (which is the mini-futures contract for the S&P 500) at the open and
then exiting at different times during the day. This table is updated from the 12/18/20 letter.
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ES closes above 200ma on Opex Thursday.
Buy Opex Friday 9:30am EST. Sell at time shown on left. 10 contracts/trade. 2003 - present.

OE Op-Ex

Fril | ALNGt | T | osing| AL | loning | Losing | Wining | Losng | wintoss |, AL | ALAVo

timel:lfdﬁ*,r Trades| Trades | Trades Trade Trade Trade Trade Ratio
1,600 196 375.00 | 160 =] 29 4250 13,875.00)-28,500.00| 2875.00( -4408.T1 0.565 0.50| -1,230.47
1,500 -157,125.00| 160 63 92 39.38| 11,625.00|-24,250.00| 3,08524| -3,82745 0.81 0.55 -582.03
1,400 197 000.00 | 160 53 100 33.13| 12,500.00 | -31,625.00| 2,860.85| -3,485.25 0.82 043 -1231.25
1,300 158 750.00 | 160 56 103 3500 11,375.00|-22125.00| 275570( -3,040.05 0.91 0.49 -992 19
1,200 -138,500.00 | 160 57 103 3563 12,000.00 | -12,750.00| 252851| -2,743.593 0.92 0.51 -855.63
1,100 112, 375.00 | 160 80 53 3750 14625.00|-12,825.00| 212292| -2 44543 0.87 0.53 -T02.34
1,000 -101,500.00 | 160 43 108 30.00| 3,875.00) -7.000.00 123593 143953 0.83 0.37 -634.38

As you can see, the bearish implications primarily play themselves out by early afternoon. (1000
= 10am EST, 1200 = noon EST, 1400 = 2pm EST, etc.) The largest downside totals would have
been achieved by exiting at 2pm. Below is a look at a profit curve for the 1% half-hour.

ES closes above 200ma on Opex Thursday.
Buy Opex Friday 9:30am EST. Sell at 10am EST. 10 contracts/trade. 2003 - present.
10000 - - - - - - - - - - - - -

-10000

-20000

-30000

-40000

-50000

Equity($)

-50000

-70000

-50000

-50000

-100000

0 10 20 30 40 50 60 7o a0 a0 100 110 120 130 140 150 160

Trade Number

Quantifiable Edges, LLC 10 Boyden Rd., Medfield, Massachusetts 02052 781-956-6952




The strong move from upper left to lower right supports the bearish case. Next is the 2pm exit.

ES closes above 200ma on Opex Thursday.

Buy Opex Friday 9:30am EST. Sell at 2pm EST. 10 contracts/trade. 2003 - present.
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This is also impressive.

NQ (the NASDAQ 100 future) has seen an even stronger tendency to sell off. This can be seen in
the table and profit curves below.
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NQ closes above 200ma on Opex Thursday.
Buy Opex Friday 9:30am EST. Sell at time shown on left. 10 contracts/rade. 2003 - present.
OE Op-Ex i i _ : ) . . :
Friltra | Al Net | M | AL DAL P g AllMax Al Max [ ALAvg - AlLAvg | AL Al All: Avg
Short: Profit Total |Winning| Lesing Profitable Winning Losing Winning Losing Win/Lozs ProfiFactor]  Trade
] ) Trades| Trades |Trades Trade Trade Trade Trade Ratio
timeafday
1,600 :316,050.00 | 165 85| 100 39.39| 35,850.00 | -39,500.00 23| -5,344.00 083 041 -1915.45
1,500 1278,000.00 | 165 62| 102 37.58| 22,850.00 -44,750.00 84| -4756.86 0.70 0.43| -1,684.85
1,400 -318,000.00( 165 55 110 33.33| 23,550.00|-54 100.00 273 442227 0.569 0.35| 182727
1,300 -253,500.00( 165 &0 103 36.36| 19,200.00|-53,400.00 87| -4180.58 0.7 0.41| -1,536.35
1,200 -235,200.00| 165 62 102 37.58| 11,050.00(-32550.00 . -3,820.10 0.85 0.39| -1431.52
1,100 1167 400.00| 165 58| 107 35.15| 17,850.00 | -31,300.00 T3621| -3.07477 0.91 045 -101455
1,000 -140,450.00| 165 50 111 30.30| 10,700.00 | -15,500.00 670.00| -2,017.57 0.83 0.37| 85121
NQ closes above 200ma on Opex Thursday.
Buy Opex Friday 9:30am EST. Sell at 10am EST. 10 contractsitrade. 2003 - present.
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NQ closes above 200ma on Opex Thursday.
Buy Opex Friday 9:30am EST. Sell at 2pm EST. 10 contractsftrade. 2003 - present.
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The bearish edge appears alive and well here. So traders may want to remain aware of this during
the day on Friday.

| 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 inched above zero. Positive
readings mean net expectations are for upside over the next few days. Meanwhile the black
Differential Line held slightly 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.

Based on the current list of active studies, expectations are set to remain positive on Friday. This
could change if compelling new bearish evidence emerges. Meanwhile, the Differential Pivot will
be inverted at 3786.90 on Friday. That is 0.2% below 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 down about 0.2% in order to remain oversold. Anything other than that, and it will be
considered “overbought” vs expectations as of Friday’s close.

So the Aggregator is bullish. But evidence is still mixed, and the Differential Pivot is inverted. |
generally don’t like entering new trades with an inverted pivot, because potential reward is quite
limited. Any move in my direction would mean an end to the signal. So I’ll give it another day.
Further selling on Friday could easily set up a trade for early next week.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 1/11 — slightly bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
KHC - 1/3 @ $33.69 (bought at limit)

Broad Market Large Cap CBI — 1(KHC)

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

Symbol Entry Date |Entry Price |Current Price|% Gain/Loss |Stop |Notes
KHC(1/3) 1/8/2021 $33.51 $32.08 -4.27% Catapult

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. Capital Advisors 360, 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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