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Market Overview

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

Signals Overview

Aggregator CBI Reading
Long 0

Tonight’s Research Points

e The 3-day pullback has characteristics that suggest a bounce.

Short-term Outlook

The Bottom Line
The Aggregator is bullish. Evidence is building and the market is strongly oversold. I like the long

side.
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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 21, 2021 Dn 3. Big drop. 10-low 1-5 days Bullish
December 21, 2021 Dn 3. Unfilled gap lower. 10-low. 1-2 days Bullish
December 21, 2021 Dn 3. 10-low. Not 20-low. Monday 1-2 days Bullish
December 20, 2021 Gap dn to 5 low. Close < open > 200ma |1-2 days Bullish
Active - Long Term
December 13, 2021 Dec opex wk + 2 more weeks bullish 1-15 days Bullish 3.30% -1.80% -4.00%
November 22, 2021 Hindenburg Omen Cluster 1-35 days Bearish -6.90% 3.20% 5.80%
November 8, 2021 QE4 tapering int term Bullish but Weakenin
November 4, 2021 SPX 50-day %b > 100 1-50 days Bullish
November 1, 2021 Best 6 Months 1-6 months |[Bullish
July 9, 2020 Golden Cross int term Bullish

The Evidence

Monday saw a sizable selloff, though a late afternoon bump left the numbers better than they
looked for most of the day. The SPX finished down 1.1%, the NASDAQ lost 1.2%, and the Russell
2000 dropped 1.6%. Breadth was negative with the NYSE Up Issues % coming in at 20% and the
Up Volume % at 18%. NYSE total volume came in well below Friday’s big opex number.

The fact that Monday was the 3rd down day in a row was notable. I’ve discussed 3-day pullbacks
many times before and a few studies associated with them came up tonight. They tend to provide
a nice upside edge under the right conditions. The study below is from the 9/25/19 letter. It
considers 1) the fact that today's drop was especially large compared to the previous 2 days, 2) the
10-day low close, and 3) that the pullback did not originate from a 20-day closing high.

SPX closes down for exactly the 3rd day in a row. Today is the largest drop of the decline.
The pullback did NOT immediately follow a 20-day high. SPX closes at a 10-day low and = 200ma.
Buy on close. Sell X days later. $100k/trade. 1988 - present.
X | AENet | Ll g osing| AE% | Wimng | Losng | Wimng | Losing | WiLoss [ AL | AUAVS
Days Profi Trades| Trades | Trades Profitable Trade Trade Trade Trade Ratio Profifactor)  Trade
5| 53,428.34 50 33 17 66.00 5,172.30| -3,385.80 2,089.77 913,77 229 444 106857
4 51 35 16 6363 473113 1,803.10( 132275 1.36 253 82244
3 51 33 18 54.71 3,940.55 1,628.65| -1,073.04 1.52 278 675.76
2 51 33 18 54.71 3,744.45 1,328.38 -719.56 1.85 338 §05.57
1 51 35 16 6363 250390 799.26 -687.52 1.16 2.54 332.82

The stats suggest an upside edge over the next week. Below is a look at a 5-day profit curve.
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SPX closes down for exactly the 3rd day in a row. Today is the largest drop of the decline.
The pullback did NOT immediately follow a 20-day high. SPX closes at a 10-day low and = 200ma.
Buy on close. Sell 5 days later. $100k/rade. 1988 - present.
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That is a nice move from lower left to upper right. This serves as some confirmation of the edge
suggested by the numbers. | have added this study to the Active List tonight.

In addition to 3 down days, this next study requires an unfilled gap down (and a short-term low).
It was last seen in the 9/12/16 letter. | have updated the results.

SPY leaves an unfilled gap down, makes a 10-day intraday low, and closes lower for at least the third
day in a row. Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.

X All: Net Al _AII:_ AI!: Al % AI!: M_ﬂ.x All: r._'Iax AI!: A_vg All: ﬁ_wg _AII: Al All Avg
Brofit Total |Winning| Lesing Profitable Winning La=ing Winning Lo=ing Win/Loss BrofiFactsr  Trade
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
5| 4556531 45 33 13 7174 B823074| 477078 194235 -142556 1.36 348 590.55
4| 25036599 45 3 15 67.39| 5/581.02 -5,109.60( 1,890.95| -1972.17 0.96 1.88 531.24
3| 32,884.88 45 33 13 7174 424544 7722100 182111 -1,585.52 1.02 2.60 714.88
2| 35,839.33 45 33 12 71.74| 547788 -3,385.20( 143958 -972.24 1.48 4.07 7712
1| 21,421.93 43 36 13 7347 576438 -3,028.70 594581 -979.62 .97 268 437.18

42 of 46 instances (91%) closed above the entry price
at some point in the next week.
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The stats suggest a high probability of an almost immediate bounce. Below is a profit curve
assuming a 2-day holding period.

SPY leaves an unfilled gap down, makes a 10-day intraday low, and closes lower for at least the third

day ina row. Close = 200ma. Buy on close. Sell 2 days later. $100k/rade. 1993 - present.
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The curve is a little choppy, but it has made its way from lower left to upper right. The study
certainly seems strong enough to include on the Active List tonight.

There were also a few studies that triggered tonight that noted that tomorrow is a potential

“Turnaround Tuesday”. (Tuesdays tend to see oversold markets bounce more reliably than other
days.) The study below combines a few of them.
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SPX closes down for at least the 3rd day in a row. It closes at a 10-day low but not a 20-day low.
Close = 200ma. Today is Monday. Buy on close. Sell X days later. $100k/trade. 1988 - present.

X | aw | A A | x| bl | Atle | shae Ataw | A |
Da}.rs Profit Trades| Trades |Trades Profitablz Trade Trade Trade Trade Ratio ProfitFactor|  Trade

10 20, 29 20 9 6897 | 520622(-1437950( 241137| -3,05168 0.79 1.78 71554

9 25, prac] 15 10 65.52| 496493 -76505.50( 239084  -153653 1.51 286 1,019.33

8 25, prac] el 8 72.41 434577 -5058.50 209135 -180853 1.18 304 101640

7| 28, prac] 21 8 72.41 473011 -3135%.82| 1809593 118011 1.52 3.59 532,33

6| 26 29 22 7 7586 564564| 5675650( 1565882 -1453595 1.14 3.58 51263

5 2 prac] 22 7 75.86| 545084 -4065.80| 158990 -1267.86 1.25 357 507 .68

4 1 prac] 15 10 65.52| 51874%| -815010( 1,757.85| 191470 0.92 1.74 451.45

3 14 prac] 18 11 6207 533918 -7413.80( 152818 -1138.50 1.34 2.20 516.52

21 prac] 19 10 65.52| 3,591.28| -3285.00( 1,156.64 -T01.568 1.65 3.13 515.84

1 29 17 12 5862 148511| -2930.40 781.559 -T91.26 0.55 1.40 130.75

Results here are also impressive. Below is a look at the 2-day profit curve.

SPX closes down for at least the 3rd day in a row. It closes at a 10-day low but not a 20-day low.
Close = 200ma. Today is Monday. Buy on close. Sell 2 days later. $100k/trade. 1988 - present.
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There was a big drop during the 2020 COVID Crash, but the curve quickly rebounded to new
highs. I’ve also taken this study under consideration tonight.
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| have updated the Aggregator chart below.
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With tonight’s 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 is now far above zero. The positive Differential Line reading means that 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 formation stayed long at the close.

Based on the current studies on the active list, expectations are scheduled to remain positive on
Tuesday. This could change if compelling new bearish evidence emerges. Meanwhile, the
Differential Pivot will be 4679.85 on Tuesday. That is 2.4% above Monday’s close. Therefore,
Tuesday would have to be a huge rally day in order for SPX to flip from oversold to overbought
versus recent expectations. More likely, it will take a multi-day bounce or consolidation to work
off the oversold condition.

So the Aggregator is again bullish. Now evidence is building. And the “3 Night Before Christmas”
study I shared last night will be kicking in at the close on Tuesday, further helping the bull case.
So I’m starting to like the long side more here. | took a small amount of QQQ exposure on Monday.
I will look add some more exposure on Tuesday if there is additional weakness and | can get a
favorable entry.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

Intermediate-term Outlook (2 weeks — 2 months) — updated 12/20 — somewhat bullish

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.

QQQ - Buy ¥ index position @ $380.50 LIMIT ON CLOSE. Based on the short-term section
above, | will look to add to my QQQ position if it closes down some on Tuesday.

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price [% Gain/Loss |Stop Notes
QQQ(1/4) 12/20/2021] $379.57 $380.69 0.30% 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. 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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