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Market Overview

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

Signals Overview

Aggregator CBI Reading
Flat 0

Tonight’s Research Points

e The strong rally over the last 2 days allowed all the short-term studies that were active last
night to reach their profit targets.

Short-term Outlook
The Bottom Line
The Aggregator is neutral. Me too.
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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
None
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 2, 2020 Best 6 Months 1-6 months |[Bullish
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)
February 2,2021 Unfill up from 10-low <10oma >20d1-4 days Bullish 1.60% -1.20% -2.30%
February 1,2021 2days (of5)dn 1.5%. 10-day low |1-6 days Bullish 3.30% -1.95% -4.50%
January 28,2021 2% drop to 5-low > 200 1-6 days Bullish 2.40% -2.10% -4.30%

The Evidence

The bounce continued on Tuesday. The SPX gained 1.4%, the NASDAQ rallied 1.6%, and the
Russell 2000 rose 1.2%. Breadth was positive with the NYSE Up Issues % coming in at 76% and
the Up Volume % at 54%. NYSE total volume rose some from Monday’s level.

The rally over the last two days made up a good chunk of the pullback that occurred over the
previous four days. The indices are not quite back to new highs, but they are not far off. | looked
at a few studies that examined similar situations where a strong 2-day rally during an uptrend did
not accomplish a new short-term high. Results were very muted and not worth consideration. There
will not be any new studies added to the Active List tonight.

All three studies that were on the active list last night reached their profit targets and have been
removed. | don’t often discuss this part of the process for me, but tonight is perhaps a good time
to do so. When looking at the Active List, you can see that the three studies from last night are all
blue and italicized under the “Dropped Tonight” header. | will typically drop a study early for a
couple of reasons. First, if the market moves far beyond what has typically occurred in past
instances. So...”Avg Drawdown + 1 Standard Deviation”. If a study expects a move up, and
instead the market takes a huge dive that suggests to me that the study, for whatever reason, is not
“working” this time. It could be because the edge no longer exists. More often it is due to some
other, larger, market force that is overwhelming the evidence that my study is utilizing. In any
case, | drop it from the Active List. A second reason | would remove a study from the list early is
if it reaches its typical upside potential (Average Run-up) early. This does not suggest the move
won’t continue in the expected direction. It does suggest that any further upside is due to forces
that are beyond what was considered in the study.

Tonight, all three studies reached their upside objectives and were therefore removed from the
Active List.
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One other thing to note from Tuesday’s action is that the CBI dropped from 15 all the way to 0.
Many of the Catapults were in the financial sector, and they all enjoyed a nice pop higher on
Tuesday, triggering exit signals for those Catapult trades.

| have updated the Aggregator chart below.
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With the remaining evidence considered the green Aggregator Line held above zero. Positive
readings mean net expectations are for upside over the next few days. Meanwhile the black
Differential Line remained below 0. The negative Differential Line reading means that 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 stayed flat at the close.

Based on the current active studies, expectations are set to remain positive on Wednesday. This is
based entirely on the intermediate-term evidence and outlook. With the short-term list bare, any
new evidence that emerges over the next few days will have a large impact on expectations.
Meanwhile, the Differential Pivot will be 3738.36 on Wednesday. That is 2.3% below Tuesday’s
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

close. That would be a sizable drop on Wednesday. A more likely scenario for working off the
overbought condition is a multi-day decline or consolidation.

So the Aggregator is neutral. And after the move higher over the last 2 days, | am as well. | exited
the SPY index position at the close on Tuesday, and I’ll be exiting the Catapults at the open on
Wednesday. At this point, it will be a matter of waiting for the next compelling edge to emerge
before putting that capital back to work.

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

The intermediate-term outlook was last updated in the 1/4/21 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

Open Catapult 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.
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Current Open Trade Ideas

Symbol Entry Date [Entry Price |Current Price|% Gain/Loss |Stop [Notes
BAC(1/3) 1/26/2021 $31.16 $31.03 -0.42% sell on open
BK(1/3) 1/26/2021 $41.30 $40.85 -1.09% sell on open
JPM(1/3) 1/26/2021 $132.12 $133.61 1.13% sell on open
CAT(1/3) 1/26/2021 $187.34 $192.50 2.75% sell on open
MS(1/3) 1/26/2021 $72.38 $70.95 -1.98% sell on open
GS(1/3) 1/26/2021 $283.04 $286.97 1.39% sell on open
BAC(1/3) 172772021 $30.31 $31.03 2.38% sell on open
JPM(1/3) 172772021 $129.59 $133.61 3.10% sell on open
CAT(1/3) 172772021 $184.20 $192.50 4.51% sell on open
MS(173) 172772021 $69.73 $70.95 1.75% sell'on open
G5(173) 172772021 $276.00 $286.97 3.97% sell'on open
G5(173) 172872021 $273.33 $280.97 4.99% sell'on open
SPY(1/4) 172972021 $375.63 $381.55 1.58% sold on close
BAC(1/3) 27172021 $29.57 $31.03 4.94% sell'on open
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