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Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook | (uantifiable Edges 3-day Risk/Reward Qutlook
Bearish Bulish  Bearish Bulish

Signals Overview

Aggregator CBI Reading
Long 0

Tonight’s Research Points

e Coming from a short-term high, the sizable drop on Thursday could be a prelude to
more short-term selling.
e Friday’s Employment Report could provide a boost to the market.

Short-term Outlook
The Bottom Line
The Aggregator is bullish, but that is only likely to last 1 day. | am more neutral.
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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
February 4, 2022 2% drop from 5-high. Close > 5-low. 1-4 days Bearish -3.30% 2.30% 3.90%
February 4, 2022 Jobs Day bullish 1 day Bullish
February 2, 2022 50-low, then up 3 and NR7 day 1-3 days Bullish
February 1, 2022 50-low then 2RSI up 85 points in 1-4 days Bullish 2.10% -1.30% -2.75%
February 1, 2022 VIX10%above 10mati10%below 4 dys[1-8 days Bullish 2.00% -1.20% -2.60%
Active - Long Term
January 31, 2022 Up close from 21-day low on a Friday  |1-20 days | Bullish
January 27,2022 CBI >= 10. SPX 50-day low. 1-18 days Bullish
January 27, 2022 20-day low. Up close, then inside day dnf1-10 days Bullish
January 19, 2022 SPXdn > 1% 3x in10 days > 200ma 1-20 days Bullish 4.30% -3.40% -8.40%
November 8, 2021 QE4 tapering int term Bullish but Weakening
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

Thursday saw some big selling. The SPX lost 2.4%, the NASDAQ tumbled 3.7%, and the Russell
2000 declined 1.9%. Breadth was negative with the NYSE Up Issues % coming in at 19% and the
Up Volume % at 17%. NYSE total volume declined some from Wednesday’s level.

One mistake that many swing traders make when looking at selloffs like Thursday is that they
believe just because the selling was strong, that it is likely to be exhaustive and lead to a quick
reversal. Strong selloffs can often be exhaustive. But a big factor that is often overlooked is the
position of the market when the selloff occurs. In the 4/16/20 subscriber letter | compared 2%
drops that leave the market at a 5-day low versus 2% drops that don’t. I found a big difference in
the results, and have updated them below.

SPX closes down = 2% and at a 5-day low.
Buy on close. Sell X days later. $100k/trade. 1990 - present.

X Al Net All: B _AII:_ AI!: All % :C:I!: r.1_ﬂx All: r._1ﬂx :C:I!: A_'.fg All F_wg . _AII: All All Avg
Profi Total Winning| Losing Profitable Winning La=ing Winning Lo=ing Win/Loss ProfiFactor  Trade
Dar_..-g Trades Trades Trades Trade Trade Trade Trade Ratio
5/133687.00| 185 110 75 59.46 | 17127.00(-12875.45 -2, 73887 1.13 1.65 72283
4| 9575052 195 115 20 583.97| 13,981.45(-14 82098 -2,656.75 1.01 1.45 491.08
3| 86485080 206 122 24 59.22| 13,853.40(-13,815.18 -2,5209 0.57 1.41 421.80
2 222 124 93 55.86| 10,183.87| -8,077.85 -1,761.78 1.15 1.45 355.72
1 245 154 L 6260 10,716.03| -933564 -1,641.73 kL 1.61 371.51

The strong selloff and new low suggest a bullish edge. But when SPX is NOT closing at a low
level...
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SPX closes down = 2% but closes > 5-day low.
Buy on close. Sell X days later. $100k/trade. 1990 - present.
. All: All: All: . All: Max All: Max All Avg All: Avg All: , ,
X ﬁ;:_nh:_;t Total |Winning| Lesing PrJ::lr.t:gle Winning Losing Winning Lesing Win/Loss Prnf’:l-llﬁctnr AT"f;d?
Days Trades Trades Trades Trade Trade Trade Trade Ratio
5| -25,002.84 35 13 17 51.43| 6,50788 -15,183.04| 287585 -451573 0.54 0.57 -714.37
4 1943205 38 16 22 4211 7.513.37 | -13,776.90 3,954 89| -3,759.58 1.05 077 -511.37
3| 443783 42 21 21 50.00 8,231.60 | -10,506.45 313121 -3,342.54 0.54 0.54 -105.66
2| 10,359.98 43 22 21 51.16| 760384 -9,1583.54( 307540 -272661 1.13 1.18 241.85
1 7,716.43 43 25 18 53.14| 461732 508003 167419 189657 0.83 1.23 179.45

...there no longer appears to be an edge.

Interesting about Thursday’s drop is that it also came immediately after a short-term high. So just
the day before, traders were optimistic. This too can be important. Wednesday afternoon’s buyers
are stuck underwater. Here is the study with that added as a filter.

SPX closes down = 2% but closes > 5-day low. Yesterday it closed at a 5-day high.
Buy on close. Sell X days later. $100k/trade. 1990 - present.
. Al Al Al . All: Max All: Max Al Avg Al Avg All: . .
DX ﬁ;:_nr:_? Total |Winning| Lesing Pri;lr-t:ﬁle Winning Losing Winning Los=ing Win/Loss PerJ:I-llﬁctur ﬁ.‘ll.lf:;;g
ays Trades| Trades | Trades Trade Trade Trade Trade Ratio
5|-38,777.89 24 12 12 50.00 161426 -4670.08 0.34 0.34| -1,532.41
4 -24 9251 25 7 18 28.00 271582 -244047 1.11 0.43 -997.04
3| 46,951.81 26 12 14 45.13 1,932.58| -2,153.06 0.90 077 -267.38
2 559455 28 12 14 4515 238520 -2/455.52 0.96 0.83 -230.58
1| -3,148.45 25 15 11 57.69 1,032.86| -169457 0.61 0.83 -121.10

This looks somewhat bearish. Below is a 4-day curve.
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SPX closes down = 2% but closes > 5-day low. Yesterday it closed at a 5-day high.
Buy on close. Sell 4 days later. $100k/trade. 1990 - present.
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The strong, steady decline serves as some confirmation of the downside edge.

After the bell of Thursday Amazon came out with earnings and prices rallied sharply, with the
NDX and SPX also rallying to earn back a chunk of Thursday’s losses. But we will see even more
news happen before the opening bell on Friday. That is because Friday is an employment day (a
day in which the BLS releases their monthly employment report). Employment days have an
interesting history and they have contributed to some worthwhile studies over the years. Below is
a chart of SPX performance on Employment Days. | last posted this chart in the 12/3/21 subscriber
letter. For this equity curve, which is updated, I filtered to only include days where SPX was > its
200ma. Each trade was a fictional $100k.
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SPX closes = 200ma. Tomorrow is an employment day.
Buy on close. Sell next day's close. $100k/trade. 1993 - present.
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What | find interesting about the chart is that Employment Days in uptrends have shown such
streaky performance — and the streaks lasted a long time. Here is a zoomed in look at performance
since mid-2012 when the recent bullish tendency began.
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SPX closes = 200ma. Tomorrow is an employment day.
Buy on close. Sell next day's close. $100k/trade. 8/2012 - present.
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Based on what we know of history, I would not expect this edge to last forever. But it may be
worth factoring in for as long as the current behavior seems to persist. The broader study is also a
nice reminder that market dynamics change over time. But in recent times, Employment Days have
seen good results. So I’ll view Employment Days as bullish until the curve turns.

| have updated the Aggregator 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 remained rose above zero. 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 formation turned long at the close.

Based on the current studies on the active list, expectations are scheduled to flip to negative on
Friday. It would take some new bullish evidence to change this. Meanwhile, the Differential Pivot
will be 4572.01 on Friday. That is 2.1% above Thursday’s close. Therefore, SPX will need to close
up over 2.1% on Friday to flip from oversold to overbought vs recent expectations.

So the Aggregator is bullish. But | am not terribly excited. Evidence tonight is mixed, with the
bearish study set to turn expectations negative as early as Friday. With the market this volatile and
evidence mixed, I am content to wait for a more favorable opportunity to arise. I’ll remain
sidelined, and take a fresh look over the weekend.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 1/31 — neutral

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.

Current Open Trade Ideas
None

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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http://quantifiableedges.com/subscribers/video/p/id/18
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