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Market Overview
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Signals Overview

Aggregator CBI Reading
Long 13

Tonight’s Research Points

e When SPX has posted a 20-day high and a poor close in the past it has typically led to more
gains.
e The high CBI with the SPX barely pulling back suggests a split market.

Short-term Outlook

The Bottom Line

The Aggregator is bullish. Despite the high CBI, I am not overly excited about index positions,
but feel there is plenty of opportunity among individual stocks that are oversold.
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The Evidence

Tuesday saw mostly mild pullbacks in the indices. The SPX dipped 0.15%, the NASDAQ sank
0.1%, and the Russell 2000 declined 0.6%. Breadth was negative with the NYSE Up Issues %
coming in at 41% and the Up Volume % at 49.8%. NYSE total volume declined some from
Monday’s high level.

Before the dip near the end of the day, the SPX managed to make a new 20-day intraday high. The
new high followed by a poor and downward close triggered the study below, which was last seen
in the 12/19/19 subscriber letter. Results are all updated.

SPX makes a 20-day intraday high and closes in the bottom 10% of its infraday range.
Buy on close. Sell X days later. $100k/trade. 2003 - present.
_ All: All: All: _ All: Max All: Max All Avg All: Avg All: _ _
X ﬁl‘:!Lan:t Total |Winning| Lesing Pr?:!r.t::rle Winning Losing Winning Losing Win/Loss Prnfil—'".adnr ﬁ.\r"}ﬁ';g
Da‘;"S Trades| Trades |Trades Trade Trade Trade Trade Ratio
10| 4731858 51 IR 7451| 411918| -3210.80| 1,751.73| -1,480.49 1.18 3.45
B 4460973 51 IRE 7451 351336 -3775.10| 169459 -1521.89 1.11 3.25
& 4350002 s2 IRE 75.00) 4483.84| -3803.24| 170353 -1764.42 0.47 290
7| 3591980 53 40 13 7547 378194 -4159.32 1,480.51| -182312 0.82 252
g 5 54 40 14 7407 370230 -2942.40 1,375.00| -1,331.39 1.03 295
5 26 54 38 16 7037 437784 -3566.84| 1,10820) -1,001.31 1.11 263
4 1934453 56 7| 19 B6.07| 502425 -2332.44| 103243 -992.38 1.04 2.03
3| 17,329.26 56 35 21 62.50| 336893 -234360 916.95 -T03.05 1.30 217 309.45
2| 16,922.50 56 33 23 58893 328848 -1575.22 881.29 -528.68 1.67 238 302.15
1) 11,909.00 57 37 20 54.91 2,588.08| -1,194.83 57281 -454.24 12 2.28 208.93
55 of 57 instances (96.5%) closed above the entry price at some point in
the next week. The 2 that failed triggered on 12/30 and 12/31/2004.

Results here seem to suggest an upside edge. Below are profit curves for both the 3-day and 10-
day holding periods.
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SPX makes a 20-day intraday high and closes in the bottom 10% of its intraday range.
Buy on close. Sell 3 days later. $100k/trade. 2003 - present.
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Both curves show strong, persistent moves from lower left to upper right. | have added this study
to both the short and intermediate-term active lists.

Despite SPX making a new long-term intraday high, the Quantifiable Edges CBI rose strongly for
the 2" day in a row. It is now at 13, which is typically considered a very bullish number. I looked
back to 1995 for other instances where the CBI reached 10 or higher and the SPX posted a 200-
day intraday high. There were none. | tried 50 days. None. 20 days. None. When you have a good
number of stocks that are selling off strongly enough that it spikes the CBI up to 10 or so, that
typically requires the general market to be selling off. My interpretation right now is that the high
CBl is indicative of a very split market. And the market is managing to make new highs, because
the stocks that are selling off are financials, rather than the technology and FAANG-type stocks
that make up such a large percentage of the index. The strong selling suggests a bounce. But it
may be rotational. So rather than playing the broad market for a bounce, the stronger edge right
now might be to play the group of stocks that are experiencing the oversold selling.

| have updated the Aggregator chart below.
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With tonight’s evidence considered the green Aggregator Line stayed above zero. Positive
readings mean net expectations are for upside over the next few days. Meanwhile the black
Differential Line again held barely 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 stayed long at the close.

Based on the current active studies, expectations are set to remain positive on Wednesday. That
could change if compelling new bearish evidence emerges. Meanwhile, the Differential Pivot will
be inverted at 3840.01 on Wednesday. That is 0.25% below Tuesday’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 0.25% in order to remain “oversold” versus recent expectations.
Anything other than that, and it will flip to “overbought” as of Monday’s close.

My overall outlook is very similar to last night. The Aggregator is bullish. But SPX is still near an
all-time high, and it is setup to turn from “oversold” to “overbought” vs expectations on
Wednesday. | don’t love taking on new positions with an inverted pivot. This setup is no exception
to that rule. 1’d prefer reward/risk to be a bit more compelling before looking to get involved with
a new index position. Of course there were several Catapult triggers that could be trade
opportunities. I’ll focus on individual stocks rather than the index at this point.

Intermediate-term Outlook (2 weeks — 2 months) — updated 1/25 — slightly bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
BAC

BK

CAT

COF

GS

JPM

MS

New

BAC — 2" ot
CAT — 2" ot
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COF — 2" |ot
GS — 2" ot
JPM — 2" |ot
MS — 2" ot

Broad Market Large Cap CBI — 13(BAC-2, BK, CAT-2, COF-2, GS-2, JPM-2, MS-2)

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.

BAC — Buy 1/3 Catapult @ $30.94 LIMIT. From the Catapult section above, this is the 2" of
up to 3 lots of BAC.

CAT — Buy 1/3 Catapult @ $187.21 LIMIT. From the Catapult section above, this is the 2" of
up to 3 lots of CAT.

COF — Buy 1/3 Catapult @ $99.93 LIMIT. From the Catapult section above, this is the 2" of
up to 3 lots of COF.

GS — Buy 1/3 Catapult @ $281.76 LIMIT. From the Catapult section above, this is the 2" of
up to 3 lots of GS.

JPM — Buy 1/3 Catapult @ $131.51 LIMIT. From the Catapult section above, this is the 2" of
up to 3 lots of JPM.

MS — Buy 1/3 Catapult @ $71.21 LIMIT. From the Catapult section above, this is the 2" of up
to 3 lots of MS.

Current Open Trade Ideas

Symbol Entry Date |Entry Price |Current Price |% Gain/Loss |Stop |Notes

BAC(1/3) 1/26/2021 $31.16 $30.94 -0.71% Catapult
BK(1/3) 1/26/2021 $41.30 $41.34 0.10% Catapult
JPM(1/3) 1/26/2021 $132.12 $131.58 -0.41% Catapult
COF(1/3) 1/26/2021 $102.53 $99.93 -2.54% Catapult
CAT(1/3) 1/26/2021 $187.34 $187.21 -0.07% Catapult
MS(1/3) 1/26/2021 $72.38 $71.21 -1.62% Catapult
GS(1/3) 1/26/2021 $283.04 $281.76 -0.45% Catapult
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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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