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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 4

Tonight’s Research Points

e Multiple studies are pointing to an oversold bounce.
o A Russell “Death Cross” triggered on Wednesday, but that has been a better bullish signal

than bearish signal over the years.

Short-term Outlook

The Bottom Line
The Aggregator is bullish. | like the long side. I am holding some long exposure to try and take

advantage of a probable bounce.
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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 20, 2022 4 lower lows and a 20-day low > 200 1-6 days Bullish
January 20, 2022 10low > 200ma on Opex Wednesday 1-5 days Bullish
January 20, 2022 20-low. Btm 10% intraday range 1-6 days Bullish
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
Active - Long Term
January 19, 2022 SPXdn > 1% 3xin 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

Wednesday started strong, but the good feeling did not last long, and selling accelerated into the
close, leaving the numbers looking quite bad. The SPX closed down 1.0%, the NASDAQ dropped
1.15%, and the Russell 2000 tumbled 1.6%. Breadth was negative with the NYSE Up Issues %
coming in at 32% and the Up Volume % at 28%. NYSE total volume declined some from

Tuesday’s level.

In addition to the strong selloff, we also saw some studies suggesting the close near the low of the
day could also offer a bullish edge. Over the last several years when SPX has closed near the
bottom of its daily range and at an intermediate-term low, it has typically been followed by a
bounce in the next few days. This can be seen in the study below, from the 9/29/21 letter.

Buy on close. Sell X days later. $100k/trade. 2006 - present.

SPX closes in the bottom 10% of its intraday range and at a 20-day low.
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Trades Trades Trades Trade
45 35 13 7347 9,04290
49 r 12 75.51 8,235.00
49 38 10 7755 8,384.10
49 35 14 7143 715230
51 38 13 74.51 7,182.60
53 T 16 69.81 517230
55 7 15 66.07| 5,290.00
58 33 20 65.52| 48855
63 39 24 6190 442450
72 45 23 63.06| 2571.02

TR
alala

Losing | Wing | Losing | wooss |, AL | AbAw
Trade Trade Trade Ratio

3993.88( 2,576 2,955,438 0.87 241 1,109.06
1,831.15 2,358 -2923.22 0.82 253 1,08553
4 052.68 2,480.91 | -2949.57 0.54 3.20 1,322.02
-3018.76| 220208 -1333.14 147 2.92| 1,033.43
-7966.32| 214220 -1902.22 1.13 329 111127
-3,870.04 1,813.93| -1,353.91 1.30 3.01 24552
-3,863.84 1,711.03| -1472.08 1.16 2.28 631.04
-5,393.69| 1,42403| -1353.79 1.05 2.00 486,16
-4632.95| 1,281.68 -810.79 1.41 229 445 45
-2,050.91 515.09 -822.76 1.11 237 359.94

Numbers here show the market has often bounced over the next several days. Below is a look at
the 6-day profit curve.
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SPX closes in the bottom 10% of its intraday range and at a 20-day low.

Buy on close. Sell 6 days later. $100k/trade. 2006 - present.
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That’s a strong and impressive upslope, which serves as some confirmation on the upside edge
suggested by the numbers.

When looking at evidence tonight, it struck me as unusual that we would see such strong selling
during opex week. Opex week is often a bullish time of the month. So | looked back at other
instances of SPX hitting a 10-day low on Wednesday just before monthly options expiration.
Below are the results.

SPX closes at a 10-day low but = 200ma on the Wednesday before monthly opex.
Buy on close. Sell X days later. $100k/trade. 1988 - present.
. All: All: All: _ All: Max All: Max All: Avg All: Avg All: _ 5
X ’B;:_'Dh:_:t Total [Winning| Losing Pr?ﬂrlt:gle Winning Los=ing Winning Los=ing Win/Loss Prnf?glédnr ﬁ.kll.ll'_ij";g
Days Trades| Trades |Trades Trade Trade Trade Trade Ratio
5| 23,088.70 27 20 7 7407 321214 -251281| 154121 -1,105.08 1.39 3.98 855.14
4| 1720638 27 20 7 7407 291431 -194536 129394 -1238483 1.04 288 863727
3| 14,910.58 27 20 7 74.07| 327350 -232047| 1147.87| -1,149.58 1.00 2.85 55224
2| 529546 27 20 7 T4.07 75407 | -229063 807.52 975.64 0.82 235 34439
1 2,475.09 27 15 ] 70.37 330,36 -1,495.50 443.90 74487 0.60 1.42 91.67
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Weakness at this time of the month has very often been followed by a bounce over the next week
or so. Below is a look at the 5-day profit curve.

SPX closes at a 10-day low but = 200ma on the Wednesday before monthly opex.

Buy on close. Sell 5 days later. $100k/trade. 1988 - present.
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Another impressive curve that heads from lower left to upper right on the chart.

This next study was last seen in the 6/10/15 Subscriber Letter. It examines times when SPX posted

four consecutive lower lows and a 20-day low as it did on Wednesday. | have updated the stats
table below.
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SPX makes 4 consecutive lower lows and today is the lowest low in 20 days. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1983 - present.
X | ANt | o ening|iosing| AE% | Wining | Losing | Wining | Losng | winoss | A | ALAYS
Da}.fs Frofit Trades| Trades |Trades Profitable Trade Trade Trade Trade Ratio Profitfactor|  Trade
10 58, 56 ar 19 66.07| 526812| -762538 2473584 -1 71567 1.44 2.81 1,052 47
5| 57, 55 41 15 73.21 6,263.40 1183115 22 -2.458.71 0.53 255 1,022.02
3| 63, 55 43 13 76.79| 6,52933| 4353104 22 -2, 134.35 1.05 346 1,218.85
7| 66, 55 38 18 6786 595452 323237 22 474 56 228 4.80( 1,191.32
6| 57, 57 43 14 75.44| 514800 -3,084.00 1,6 -1,104.581 1.54 472 1,00920
54 57 36 21 63.16| 3,81898| -3,670.04 1,7 -1,081.55 1.65 2.83 734.50
4| 37, 57 35 21 63.16| 3,888.10| -152850( 15 -580.06 1.54 2.3 652.55
3 18, 57 32 25 56.14| 393579 -539369( 14 -1,151.98 1.28 1.54 32312
2| 186, 57 32 25 56.14| 3,263.04| 4653295( 124274 -550.19 1.3 1.67 280.93
1 9, 57 ar 20 54.91 2,53510| -2958.54 797.00 -995.78 0.80 1.428 167.95

Results above suggest a solid bullish short-term edge. To see how it has played out over the years
| have included below an equity curve assuming a 6-day exit strategy.

SPX makes 4 consecutive lower lows and today is the lowest low in 20 days. Close = 200ma.
Buy on close. Sell 6 days later. $100k/trade. 1983 - present.
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That curve is as impressive as other we’ve seen.

| have updated the Agaregator 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 held above zero. Positive readings
mean net expectations are for upside over the next few days. Meanwhile the black Differential
Line is still very 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
Thursday. This could change if compelling new bearish evidence emerges. Meanwhile, the
Differential Pivot will be 4686.07 on Thursday. That is 3.4% above Wednesday’s close. Therefore,
SPX will need to close up 3.4% on Thursday to flip from oversold to overbought vs recent
expectations. A move that large is quite unlikely. A more likely scenario for working off the
oversold condition is a multi-day rally or consolidation.

So the Aggregator is still long. | am seeing more evidence that this selloff is near a point where a
bounce is likely to occur. But it is a bit of a dangerous market. Volatility is high and indices other
than SPX have struggled quite a bit. NDX is down over 10% and the Russell 2000 is down more
than 15% from its highs. | took a 2" lot of SPX near the close on Wednesday. I’m content to hold
onto my current 2-lot position for the time being, unless we see some new and overwhelming
evidence emerge.
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Intermediate-term study: Russell Death Cross

I have seen a fair amount of hubbub about the Russell “Death Cross” that is happening today and
the potential bearish implications for the market. A “Death Cross” is a catchy (though perhaps not
terribly accurate) term for when the 50-day moving average of a security cross below its 200-day
moving average. It is being promoted as a warning of a potential bear market. Of course all bear
markets will see this happen at some point, because a bear market is an extended decline. But the
real question when considering the implications of the Death Cross are whether it serves any value
in predicting a bear market. A few years ago | did an examination of past Russell Death Crosses,
and what they meant for the S&P 500. | have updated that study from the 10/4/19 letter below.

Both of my data sources show Russell data back to late 1987. And since | need 200 days to
calculate a 200-day moving average, the earliest the study could look back to was 1988.

Here is the list of all Russell Death Crosses and how the SPX performed from the time of the initial

cross until the Russell Death Cross was no longer in effect (meaning the 50-day moving average
closed back above the 200-day moving average).
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Russell 2000 50ma closes below 200ma (Death Cross). Buy SPX on close.
Sell on close when Russell 2000 50ma closes = 200ma. $100k/trade. 1988 - present.
Date/Time Signal Price % Profit Run-up
Drawdown

12/13/1988 Buy $276.31 7.52% $7,049.22
2/1/1989 Sell $297.09 ($902.50)
12/18/1989 Buy $343.68 4.79% $7,279.00
7/3/1990 Sell $360.15 ($6,916.50)
8/17/1990 Buy $327.83 14.66% $15,805.10
3/7/1991 Sell $375.89 ($10,162.60)
7/17/1992 Buy $415.62 3.26% $3,307.20
11/25/1992 Sell $429.18 (54,516.80)
5/23/1994 Buy $453.20 2.58% $5,365.80
10/21/1994 Sell $464.89 ($2,941.40)
11/25/1994 Buy $452.29 7.95% $8,154.90
2/24/1995 Sell $488.26 ($2,079.61)
9/3/1996 Buy $654.73 5.81% $6,093.68
10/3/1996 Sell $692.78 ($887.68)
5/16/1997 Buy $829.75 2.23% $2,654.40
5/30/1997 Sell $848.28 ($400.80)
7/30/1998 Buy $1,142.86 8.83% $12,247.86
2/8/1999 Sell $1,243.77 ($19,101.72)
9,/29/2000 Buy $1,436.48 -15.46% $1,265.46
6/15/2001 Sell $1,214.36 ($24,515.01)
9/17/2001 Buy $1,038.77 10.28% $13,267.20
1/11/2002 Sell $1,145.60 ($9,025.92)
7/15/2002 Buy $917.93 2.33% $5,083.56
5/14/2003 Sell $939.28 ($16,120.08)
8/5/2004 Buy $1,080.70 4.61% $5,644.20
11/2/2004 Sell $1,130.56 ($1,838.16)
5/25/2005 Buy $1,190.01 0.37% $2,484.72
7/1/2005 Sell $1,194.44 ($143.64)
7/21/2006 Buy $1,240.29 10.35% $10,606.40
10/20/2006 Sell $1,368.60 $0.00
9/5/2007 Buy $1,472.29 -18.05% $6,954.60
9,/18/2008 Sell $1,206.51 ($22,698.93)
10/8/2008 Buy $984.94 -6.47% $5,996.37
&6/19/2009 Sell $921.23 ($32,133.15)
7/28/2010 Buy $1,106.13 7.19% $8,100.90
10/25/2010 Sell $1,185.62 ($5,978.70)
8/12/2011 Buy $1,178.81 14.52% $14,463.96
2/8/2012 Sell $1,349.96 ($8,739.36)
9/22/2014 Buy $1,094.29 3.83% $4,259.00
12/19/2014 Sell $2,070.65 ($8,681.50)
9,/2/2015 Buy $1,048.86 7.25% $8,548.62
5/26/2016 Sell $2,090.10 ($7,076.76)
11/14/2018 Buy $2,701.58 6.75% $9,344.35
5/7/2019 Sell $2,884.05 ($13,135.00)
10/3/2019 Buy $2,910.63 6.23% $6,527.32
11/12/2019 Sell $3,091.84 ($610.98)
3/19/2020 Buy $2,409.39 39.99% $40,118.50
8/14/2020 Sell $3,372.85 ($8,918.73)
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Twenty-one winners. Only three losers. So 87.5% of the “predictions” were wrong. Here is a
look at the summary stats and a profit curve for this setup.

Russell 2000 50ma closes below 200ma (Death Cross). Buy SPX on close.
Sell on close when Russell 2000 50ma closes = 200ma. $100k/trade. 1988 - present.
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| am having a hard time seeing the Russell 2000 Death Cross as a bearish indication. You would
have a much easier time convincing me this is a bullish indication for the intermediate-term. (I
don’t really view it as bullish though. Drawdowns were generally sizable, even for a good portion
of the “winners”.

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.
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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)
AVGO —1/3 @ $596.37 (bought @ limit)
AVGO - 1/3 @ $596.37 (bought @ limit)

Broad Market Large Cap CBI — 4(AVGO-3, NFLX)

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|Notes
AVGO(1/3)| 1/14/2022 $595.78 $563.97 -5.34%)| Catapult
NFLX(1/3) | 1/14/2022 $517.60 $515.86 -0.34%]Catapult
CL(1/3) 1/14/2022 $82.61 $84.06 1.76%]|sell on open
AVGO(1/3)| 1/18/2022 $588.32 $563.97 -4.14%)] Catapult
SPY(1/4) 1/18/2022 $459.74 $451.75 -1.74%| Aggregator
SPY(1/4) 1/19/2022 $451.75 $451.75 0.00%|Aggregator
AVGO(1/3)| 1/19/2022 $577.79 $563.97 -2.39%|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
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