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Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook | (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh ~ Bearigh Bulish

Signals Overview

Aggregator CBI Reading
Long 1

Tonight’s Research Points

e Oversold NASDAQ breadth and a long-term low close appear to suggest a short-term
and intermediate-term upside edge.

e The big drop in SPX that was accompanied by a decline in the VIX is rare, and hints at
an upside edge.

Short-term Outlook
The Bottom Line
The Aggregator is now bullish. 1 like the long side.
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The Evidence

On Wednesday the market started strong, but then it collapsed. Just like my Celtics tonight. The
SPX closed down 1.65%, the NASDAQ tumbled 3.2%, and the Russell 2000 dropped 2.5%.
Meanwhile, the Celtics blew a 14-point 4™ quarter lead to lose by 3 to the Bucks. Breadth was
negative with the NYSE Up Issues % coming in at 30.25% and the Up Volume % at 30.29%.
NYSE total volume declined some for the 2" day in a row.

Breadth has deteriorated so much recently that it is now suggesting a bounce is likely.
Wednesday’s strong selloff saw an old study trigger that examined the recent strongly negative
NASDAQ breadth. It uses a 10-period exponential moving average of the NASDAQ Up Issues %.
It found that when this number gets oversold at the same time the NASDAQ s hitting long-term
lows, that has typically been followed by a move up. Last seen in the 1/19/16 letter | have updated
the research below.

NASDAQ 10-Day MA of its Up Issue % crosses under 37.5% and NASDAQ closes at 100-day low.
Buy NASDAQ on close. Sell X days later. $100kitrade. 1998 - present.

X | Aunet | Cining|osing| 5% | Wining | Losing | Wining | Losng | Winloss |, AU | ALAVg

DE;].‘_n"S Profit Trades| Trades |Trades Profiiable Trade Trade Trade Trade Ratio ProfitFactor|  Trade
20| 6513745 19 13 G 65.42| 23,031.04|-14 5944658 755043 -5503.02 1.37 24897 342829
| 19| 37 838.45 20 15 5 75.00| 1915276 | -15,201.72 8,137.08| -5,843.53 1.19 357 439192
18| 81,313.65 20 15 5 75.00| 18307.38 -14,799.18 ¥,398.37 | -5932.38 1.25 3.74| 406568
17| 88,3159.20 20 16 4 20.00 . 5 12| -B6,736.68 0.8 354 341595
16| 57,320.00 20 14 G 70.00 . 6 48| -6,190.73 1.08 254 2,886.00
15| 5942213 20 15 5 75.00 1633 6 74| -6500.380 0.91 272 287T.11
14| 63 225.74 21 15 6 71.43 -17,517 .48 6,301.60| -5216.20 1.21 302 3,010.80
13 5347444 21 16 5 76.19 -16913.64| 516073 -581962 0.85 284 254540
12| 54,5998.53 21 15 G 71.43 -12,786.21 5,681.45) -5,037.20 113 282 28518593
11| 52,834.91 21 16 5 76.19 904536 501237| 547255 0.92 283 251595
10| 4525527 21 14 7 6667 -12,041.10 5,368.29 | -412283 1.30 250 220458
5| 54 521.07 21 13 ] 61.90 -11,713.68 6,213.36| -3,281.58 1.89 3.08 2,595.24
8 3,029.20 21 14 T 6567 -16,272.08 B57.12) -5,501.50 0.90 1.81 1,477.58
T 4BT447 21 11 10 5238 11,293.80| -8,587.38| 4,003.80| -393852 1.02 112 222.59
6| 39685.80 s 14 ] 63.64| 11,708.40(-1202255| 533495 -4375.32 1.22 213 1,803.95

5| Z2,163.69 23 14 5 60.87 1043895 -15481.18 525011 | -570420 0.52 1.43 563.6

4| 222704 23 16 7 69.57| 967770 -15415.77 4207.88| -5,442.73 0.65 1.49

3| 18,023.23 23 12 11 52.17| 11,553.80 | -11,055.00| 4,83511| -3,819.10 127 1.38 5 G

2| 15587.20 25 14 12 53485 1416340 -8.315.01 442213 -3,86022 115 1.34 599.5
1| 30,901.27 26 A1F 9 6538 699192 -495454 3,120.89 | -2,451.54 127 239 1,188.51

Nineteen days later we see 15 of 20 instances higher, and the average of those 15 winners saw the
market up 8.1%. The 5 instances that did not close higher were down 6.8% on average. Here are
looks at the 1-day and 19-day profit curves.
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NASDAQ 10-Day MA of its Up Issue % crosses under 37 5% and NASDAQ closes at 100-day low.
Buy NASDAQ on close. Sell 1 day later. $100k/trade. 1998 - present.
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NASDAQ 10-Day MA of its Up Issue % crosses under 37.5% and NASDAQ closes at 100-day low.
Buy NASDAQ on close. Sell 19 days later. $100k/trade. 1998 - present.
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For the 19-day timeframe, we see here some massive rallies and some epic fails. Volatility is high and
we could see a strong move occur in either direction. The more likely direction is up, but we could see
continued ugliness if it goes the other way.

Another notable about Wednesday’s action was that despite the SPX declining 1.65%, the VIX also
declined. Most of the time they will trade opposite each other, since moves lower will often generate
more anxiety, causing option premiums to rise, and SPX moves higher will often alleviate concern and
allow option prices to fall. But it is not just direction, but the size of a move, that influences VIX
movement. Wednesday’s move lower of 1.65% is sizable by many measures. But it is really just about
average for what we have seen recently. In fact, the average absolute % change in SPX over the last
20 days has been 1.6%. So Wednesday’s drop is right in line with the recent average. If we were in a
less volatile environment, then VIX certainly would have moved higher. But a move lower of 1.65%
was not really out of line with recent activity, and so it did not generate more concern among options
traders. 1 will also note that a VIX of 32 means that expectations are for about a 2% move each day.
So again, the 1.65% drop was not shocking in this environment.

As you likely understand by now, times where the SPX declines as much as Wednesday and the VIX
also declines are rare. And it only happens during times when SPX trading is already volatile and the
VIX is already elevated. The study below looks at forward results of all times SPX declined at least
1.5% and VIX also declined.

SPX closes down = 1.5% and VIX also closes down.
Buy SPX on close. Sell 9 days later. $100k/trade. 1991 - present.
X | | A A | x| bl | At | shae e | A |
D'a}"S I Trades| Trades |Trades el Trade Trade Trade Trade Ratio e
10 18 12 3 B0.00| 13,380.40 -5521.52| 584733 -2675.22 2.19 B74| 414282
9 15 12 3 80.00| 1543640 -533538 672036 | -3500.34 192 768 4 67622
o 15 12 3 80.00| 1243600 -4533.556 5,832.80 4 173.36 1.40 559 3,831.57
7 15 12 3 B0.00| 12,025.31)-10,071.80] 578041 -5711.82 1.01 405 3,481.97
5 15 10 g 8567 13,834.38| 918740 5797.37 -3483.21 167 335 271051
5 15 10 5 6667 | 1017165 ‘ 3,683 094 119 239 1,704 27
4 16 10 6 6250 | 13598145 5, i 2 ThT 47 1.71 286 1,92158
3 17 iR G 6471 | 1045320 -9476.18 410391 4 236.27 0.97 1.78 1,160.32
2 18 " 7 8111 6,230.40 897323 357000 -3.029.08 118 185 100388
1 19 1 g 5780 023602 433542 288000 -1885.80 1.45 189  831.24

Results here show that there has often been a move higher over the next couple of weeks when
such a large SPX selloff failed to move the VIX higher. Below is a look at the 9-day profit curve
and list of instances.
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SPX closes down = 1.5% and VIX also closes down.
Buy SPX on close. Sell 9 days later. $100k/rade. 1991 - present.
" . . Run-up
800007 pate/Time Signal Price % Profit Dramrdonn
10/5/1994 Buy $453.52 2.12% $3,911.60
10/18/1994 Sell $467.66 ($305.80)
5/23/2000 Buy $1,373.85 6.11% $7.875.36
6/6/2000 Sell $1,457.84 ($918.72)
70000 2/7/2001 Buy $1,340.90 -6.39% 5697.08
2/21/2001 Sell $1,255.28 ($6,492.76)
9/21/2001 Buy $965.80 10.75% $12,186.96
10/4/2001 Sell $1,069.62 $0.00
6/21/2002 Buy $989.14 -0.01% $1,690.74
7/5/2002 Sell $989.03 ($5.481.27)
&0000 7/18/2002 Buy $881.56 3.41%
7/31/2002 Sall £911.62
B/13/2002 Buy $884.21 7.21%
B/26,/2002 Sell £947.95
12/18/2008 Buy $885.28 5.25% $5,538.90
1/2/2009 Sell $931.80 (%$3,159.52)
50000 2/26/2009 Buy $752.83 -4.18% $0.00
3/11/2000 Sell £721.36 ($11,357.28)
3/24/2009 Buy $806.34 3.61% $4,869.48
. 4/6/2009 Sell $835.48 ($3,289.72)
©®r 4(7/2009 Buy $815.55 4.23% §7,320.76
E 4/21/2009 Sell $850.08 ($86.62)
£ spo00f 6/27/2016 Buy $2,000.54 6.83% $6,988.38
g 7/11/2016 Sell $2,137.16 $0.00
Ll 10/26/2018 Buy $2,658.60 5.57% $5,789.02
11/8/2018 Sell $2,806.83 ($2,040.55)
3/20/2020 Buy $2,304.92 9.63% $14,468.21
4/2/2020 Sell £2,526.90 (54,861.58)
30000 4/3/2020 Buy $2,488.65 15.51% $15,622.80
4/17/2020 Sell $2,874.56 $0.00
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You’ll note when looking at the list that the other instances did in

fact occur in volatile

environments. The strong results here act as some confirmation of the upside edge suggested by

the results table.

| 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 rose back above zero. Positive readings
mean expectations are for upside over the next few days. Meanwhile the black Differential Line
held 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 list of active studies, expectations are set to remain positive on Thursday.
This could change if compelling new bearish evidence emerges. Meanwhile, the Differential Pivot
will be 4033.66 on Thursday. That is 2.5% above Wednesday’s close. Therefore, it will take a
close higher of at least 2.5% on Thursday to flip SPX from oversold to overbought vs recent
expectations.

So the Aggregator is back to bullish. Evidence remains mixed, but leaning bullish. And the market

is substantially oversold. I like reward/risk potential here. I will look to take on some long index
exposure if | can get a favorable fill on Thursday.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 5/9 — somewhat bearish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
None
AMZN - 1/3 position @ $2107.44 (buy @ limit)

Broad Market Large Cap CBI — 1(AMZN)

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.

SPY — Buy Y% index position @ $392.75 LIMIT. Based on the short-term outlook above, I will
look to start scaling into a new long index position if | can get a favorable fill on Thursday.

AMZN - Buy 1/3 Catapult position @ $2107.44 LIMIT. From the Catapult section above, this
is the 1% of up to 3 possible lots of AMZN.

Current Open Trade Ideas

Symbol Entry Date Entry Price] Current Price|] % Gain/Loss|Notes
SPY(1/4) 5/9/2022 $398.17 $399.09 0.23% |sold @ $399.09 LIMIT

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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