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Market Overview

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

Signals Overview

Aggregator CBI Reading

Long 5

Tonight’s Research Points

e A gap down to a short-term low followed by further selling during a long-term uptrend has
often led to higher prices in the next few days.

e Strong selloffs that don’t originate from high levels and leave the market short-term
oversold will often produce an upside edge in the coming days.

e SPX closed down > 1% for the 3rd time recently. Other bouts of similar volatility above
the 200ma have typically been follow by short and intermediate-term gains.

Short-term Outlook

The Bottom Line

The Aggregator is bullish. I like the long side, but am a little wary about getting aggressive with
the volatile conditions and NDX and RUT making multi-month lows.
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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 19, 2022 Dn 1% & advancers 2x decliners. 4-lo 1-5 days Bullish 2.30% -2.00% -4.50%
January 19, 2022 Gap<5-day low. Close < open > 200 1-2 days Bullish
January 19, 2022 SPX dn > 1% 3x in 10 days > 200ma 1 day Bullish
January 7, 2022 SPX down 3 from 50-high to 10-low 1-8 days Bullish 2.50% -1.40% -3.40%
Active - Long Term
January 19, 2022 SPXdn > 1% 3x in 10 days > 200ma 1-20 days  [Bullish 4.30% -3.40% -8.40%
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

Tuesday was another tough day for the market. It gapped down big, and kept on selling. The SPX
closed down 1.8%, the NASDAQ dropped 2.6%, and the Russell 2000 tumbled 3.1%. Breadth was
negative with the NYSE Up Issues % coming in at 16% and the Up Volume % at 15%. NYSE
total volume rose some from Friday’s level.

Tonight I am seeing a bit more evidence emerge than we have seen lately. The study below is one
that is worth noting. It was last seen in the 12/20/21 letter, and it looks at other instances of gaps
down below recent lows that see further selling on the day. Stats are updated.

SPY gaps down and opens below the lowest close of the last & days. It then closes below the open.
Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.

K Al Net All: .AII:. AI!: AlL 5 AI!: r.'Ilax All: r..'Iax AI!: A.vg All: ﬁ.wg lAII: Al All Avg
Total |Winning| Lesing Winning Losing Winning Losing Win/Loss

Da‘_."S il Trades Trades Trades Gl Trade Trade Trade Trade Ratio e e
10(155,742.95| 163 105 58 6442 928224|-1400715( 2, -2, 19264 1.23 223 561.61
515 B 1M 110 61 6433 38,37828|-10038.80( 2, -2,080.93 1.24 224 92275
& 151,756.16| 173 118 £z 63.21 8,537.40| -14,030.10 | 2, -2 24476 1.03 225 a77.20
712847205 182 118 64 G434 B832413| -993875( 2, -1882.14 112 207 705 89
6140,391.74| 186 125 61 6720 787302 -T91010( 1, -1,685.63 1.15 237 754.79
5/125,001.81| 187 126 &0 6738 3823974|-1112878( 1, -1,544.22 1.14 239 639.85
4/114176.73| 196 132 64 67.35| 5581.02|-10,755.03| 1,62036| -1576.55 1.03 213 582.53
3 9773451 205 126 78 6146 511785 557202 151607 -1,196.03 127 205 47675
2 B929792 28 138 7 6330 547788 H522817| 116245 -523.63 126 225 409 52
1| 58,050.55| 237 154 33 6498 576433 413178 817.58 -217.55 1.00 1.85 24494

You can see here a moderate upside edge suggested. Win/loss ratio, profit factor, and avg trade all
look bullish. Below is the profit curve for the 2-day holding period.
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SPY gaps down and opens below the lowest close of the last 5 days. It then closes below the open.
Close = 200ma. Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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| have decided to include this study on the Active List.

There was another study that appeared in the Quantifinder considered the size of the move, the
poor breadth, and the position of the market. It was previously featured in the 5/13/20 letter. | have
updated it below.

SPX closes down = 1% and NYSE decliners double advancers. Yesterday did not close at a 20-day
high. Today closed at a 4-day low. Buy on close. Sell X days later. $100k/trade. 1991 - present.

X ANt | T o Losing| A5 | Wining | Losng | Wimng | Losng | Wnoss | AL | ALAV

Da‘;"S Frofit Trades| Trades |Trades Profitable Trade Trade Trade Trade Ratio Profitfactor|  Trade
10(307,628.81 294 196 96 6667 18,75632|-22,025.85| 3,003.83 -3,048.53 1.01 203 1,046.36
(30318466 200 206 93 68.00| 12,09567|-18,578.34| 280697 -2957.55 0.95 2.10| 1,014.00
823584297 314 203 110 6465 12,738.00| -185950.91 268526 277514 0.87 1.79 763.83
726480513 339 213 126 62.83| 1164520 -14 652454 268571 -245541 1.10 1.86 781.14
6|250,870.22| 356 225 1M 6320 14,93373(-19,34592| 2,508.51| -2,324.76 1.08 185 72007
5|26323463| 380 233 147 61.32| 17,127.00|-11,122.37| 2,359.94| -1949.87 1.21 192 68272
4/190,853.91| 407| 243| 164 59.71| 13,379.08|-16227.09| 2,163.80| -2,042.38 1.06 157| 46893
318642272 444 2659 175 60.59| 17 277 48| -13,815.18 1,92860| -189926 1.02 1.56 419 .87
2155, 97| 504 282 222 55.85| 10,479.04| -8657.72 1,624.57| -13682.75 1.19 1.51 308.73
1[151,331.97| s567| 341 226 60.14| 10,716.03| -9,326.64| 1,180.44] -1,111.50 1.08 160 28690
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The implications here appear to be moderately bullish. Below is a look at the 5-day profit curve.

SPX closes down = 1% and NYSE decliners double advancers. Yesterday did not close at a 20-day
high. Today closed at a 4-day low. Buy on close. Sell 5 days later. $100k/trade. 1991 - present.
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The long-term upslope is impressive. | have decided to include this study on the active list as well.

The SPX has made some sizable moves over the last couple of weeks as volatility has been high.
It is unusual to see such high volatility when the SPX is trading above its 200ma. Tuesday marked
the 3rd day in the last 9 in which SPX closed down over 1%. In the 10/1/21 letter | looked back at
other times where SPX closed down more than 1% for the 3rd time in the last 10 days, but above

its 200ma. Results appeared compelling both short and intermediate-term. Below are updated
results of that study.
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SPX closes down = 1% for the 3rd day in the last 10. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 2000 - present.
X | Aunet | 2 vining| Losing| 5% | Winning | Losing | Wiming | Losing | Wintoss |, AT | AtAv
Days FII Trades Trades Trades FHIELE Trade Trade Trade Trade Ratio AR TR
20| 53,9038.00 36 29 7 80.56| 10,758.60 | -21107.28| 437261| -4699567 0.93 385 260856
19| 8593391 38 29 7 80.56| 10,931.40 -27615.11 3,837.67 -5 48063 0.59 245 183150
18| 58,001.73 36 28 2 77738 9,1965.80| -25521.99 365798 -5552.73 0.66 231 1,611.16
17| so7e0s| 38| 28| 10 7222 559530 -22283.42 356172 -418368 0.85 22| 141022
16| 5544349 38 29 9 76.32 532520 -22633.41 352112 | -5185.44 0.68 219 1,455.04
15| 5743925 38| 28| 10 7368 500280 -18569.62) 3588.80| -430471 0.83 233 1511356
14| 42 58559 38 27 11 71.05| 10,155.00 | -23,004 48 3524380 -4771.43 0.74 1.81 1,123.33
13 45035944 38 23 15 60.53| 10,676.40 | -12,932.89 3,653.02| -2598.67 1.41 216 1,185.2%
12| 41p43.45) 38| 28| 11 7179| 042360 -20,07467 301216 -3 38154 0.78 1.98| 1,067.78
11| 50,893.45 39 27 12 6923 7,9795.40 -11951.73 3,119.58| -2777.85 1.12 253 130458
10| 2958690 38| 27| 12 6923 004880 -7625.38| 295088 -2,531.41 117 263 127095
9| 50,949.38 41 28 13 68.29| 8,235.00|-11,831.15| 295213 | -2439.25 1.21 281 1,242.67
8 £476254] 4 28 13 6829| 538410 -4831.04) 279014 -1797.03 1.55 3.34| 1335487
T 4771483 42 25 13 6905 7,15230| -4581.08| 282177 -2178.18 1.20 269 1.136.07
6 4158325 42| 30 12 7143 718260 -3.963.24 2197.44 -2028.32 1.08 271 99008
5| 3048879 43 28 17 60.47| 517230 -3, 87004 227962| -16593.13 1.35 206 705.00
4| 2258108 44 27| A7 6136 363800 -4056.48 180930 154524 117 186 51323
3| 10,120.49 44 29 18 65.91 3,388.00| -5,393.69 1,285.31| -1,81022 0.71 1.37 23001
2| 872741 45 28 19 57.78| 2,752.00 -483295| 115212 -122250 0.94 129 14950
1| 24,090.07 45 3 14 6889 2671.02| -220008 108034 -571.48 1.61 3.56 535.33

Often the next day has seen a bounce. Then chop for the next 3 days or so. And then the market
has often risen for the next few weeks. The 1 and 20-day numbers appear quite bullish. I also
produced the profit curves.
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SPX closes down = 1% for the 3rd day in the last 10. Close = 200ma.

Buy on close. Sell 1 day later. $100k/trade. 2000 - present.
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SPX closes down = 1% for the 3rd day in the last 10. Close = 200ma.

Buy on close. Sell 20 days later. $100k/trade. 2000 - present.
100000 N N N

50000

80000

70000

S0000

50000

Equity($)

40000

30000

20000

10000

0 10 20 30 40

Trade Number

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




Both of these curves are impressive and suggestive of an upside edge. | have added this study to
both the short and intermediate-term active lists.

| have updated the Aggregator chart below.

¢ TradeStation Chart Analysis - $SPX.X Daily [CBOE] S&P 500 Index Bl e Es
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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 vey far above zero. The positive Differential Line reading means that SPX is strongly
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 formation stayed long at the close.

Based on the current studies on the active list, expectations are scheduled to remain positive on
Wednesday. This could change if compelling new bearish evidence emerges. Meanwhile, the
Differential Pivot will be 4681.07 on Wednesday. That is 2.3% above Tuesday’s close. Therefore,
SPX will need to close up a very strong 2.3% on Wednesday to flip from oversold to overbought
Vs recent expectations.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

So the Aggregator is long. Evidence is starting to build. The studies we are seeing are not the most
compelling we’ve seen over the years, but in combination they do seem suggest a bounce is likely
in the next few days. | started scaling into an index position at the open on Tuesday. | am a bit
wary of getting very aggressive here. As a general rule, | tend to play things a bit more
conservatively when | have a neutral intermediate-term bias. Adding to my concern is the fact that
the SPX is more volatile than it has been in months, NDX is sitting at a 50-day low, and RUT is
at the lowest closing level in almost a year. So | may increase my long index position on
Wednesday, but only if SPX again closes lower. If | am too slow and the market begins to bounce
with me only having a small allocation, 1 am ok with that.

Intermediate-term Outlook (2 weeks — 2 months) — updated 1/18 — neutral
The intermediate-term outlook was last updated in the 1/18/22 Letter. It can be found in the most
recent weekly letter on the website.

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

AVGO - 1/3 @ $597.19 (bought @ limit)
NFLX — 1/3 @ $519.20 (bought @ limit)
CL - 1/3 @ $82.54 (bought @ limit)
AVGO - 1/3 @ $596.37 (bought @ limit)
New

AVGO - 1/3 @ $596.37 (buy @ limit)

Broad Market Large Cap CBI — 5(AVGO-3, NFLX, CL)
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Additional New Trade Ideas

A full listing of system triggers can be found at the numbered systems page each night. 1 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.

AVGO - Buy 1/3 Catapult position @ $577.79 LIMIT. From the Catapult and CBI section
above, this is the 3 and final lot of AVGO.

SPY — Buy ¥ index position @ $456.48 LIMIT ON CLOSE. From the short-term section
above, I will look to take add to my long SPY position if Wednesday gives us another lower

close.

Current Open Trade Ideas

Symbol Entry Date Entry Price| Current Price] % Gain/Loss|Notes
AVGO(1/3)| 1/14/2022 $595.78 $577.79 -3.02%)| Catapult
NFLX(1/3) | 1/14/2022 $517.60 $510.80 -1.31%|Catapult
CL(1/3) 1/14/2022 $82.61 $83.12 0.62%|Catapult
AVGO(1/3)| 1/18/2022 $588.32 $577.79 -1.79%| Catapult
SPY(1/4) 1/18/2022 $459.74 $456.49 -0.71%)| Aggregator
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