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Market Overview

(uantifiable Edges 1-day Risk/Reward Outlook | (uantifiable Edges 9-day Risk/Reward Outlook
Bearish Bulish  Bearish Bulish

Signals Overview

Aggregator CBI Reading
Long 0

Tonight’s Research Points

o Several bullish studies suggesting a bounce.
e Opex Friday tends to sell off some during the morning after the open.

Short-term Outlook

The Bottom Line
The Aggregator is bullish. Evidence is pointing higher and the market is oversold. I like the long

side.
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The Evidence

Thursday started off with a sizable gap down, but finished mixed. SPX closed down 0.3%, the
NASDAQ inched up 0.03%, and the Russell 2000 fell 1.1%. Breadth was negative with the NYSE
Up Issues % coming in at 25% and the Up Volume % at 15.5%. NYSE total volume rose some
from Wednesday’s level.

Thursday was the 5" day in a row that SPY gapped down at the open. That is fairly unusual. Way
back in 2015 I looked at other times SPY gapped down 5 days in a row. Tonight | decided to run
that study with a 200ma filter.

SPY gaps lower to open the day for exactly the 5th day in a row. Close < 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.

All: All: All: All: Max All: Max All: Avg All: Avg All:

X ﬁ;:_:uh:_:t Total |Winning| Lesing Prj;:lr:t:ale Winning Losing Winning Losing Win/Loss F'I'I:IT'::FII:ECTEIT ﬁ.‘ll.l;;:?
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
5| 53,245.65 17 10 7 58.82| 19,398.00| -3,070.17| 635475 -147169 432 6.17( 313210
4| 46,433.83 17 9 2 5294 1791400 -2431.24| §203.04 117420 528 594 2731.40
3| 4509359 17 11 6 6471 14708.85 -230588 47929 -1,104.74 42z 795 2711.39
2| 43,773.79 i 12 5 70.59| 12,693.50| -2,084.16 4053.13 -972.76 4.17 10.00 274.93
1| 25,639.25 17 11 6 6471 1188371 -2244.48| 2Z781.74 -789.98 3.50 6.41| 1,508.19

Numbers seem to point towards an upside edge. Below is a look at the 2-day profit curve.
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SPY gaps lower to open the day for exactly the 5th day in a row. Close < 200ma.
Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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The curve is a bit bumpy, but the last 8 instances all finished higher on Day 2. | decided to include
this study on the active list tonight.

Another study that caught my eye tonight considered the sizable gap and partial reversal of the
opening gap. It examined times when SPY rose over 1% from open to close but still finished down
on the day and below the 10ma. It was last seen in the 3/2/20 letter and has been updated below.

SPY closes over 1% above the open but still down on the day. Close < 10ma and < 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
. All: All: All: . All: Max All: Max All Avg All: Avg All: , ,
X ﬁ;:_.uh:_:t Total |Winning| Lesing Prﬁgr.t:gle Winning Lesing Winning Lesing Win/Loss Pruf’:\l-llﬁctnr ﬁ}"}:;;g
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
5| 41,434.88 22 16 8 T273| 11,238582 -5455.04| 418081 -41835T1 0.95 265 188339
4| 3328452 23 16 7 69.57| 10630458 -16,581.80| 3.877.05| 41061 0.594 216 144715
3| 2481278 23 15 8 6522 693392 775160 349741 -3455.04 1.01 1.90( 1,078.82
2| 50,828.13 23 18 3 T8.26| 12,814.15| -4659.20( 3,569.19 -263345 1.33 479 2209.92
1| 385945.73 23 18 3 78.26| 1450765 -7805.28| 3,003.2% -3,022T1 0.59 3.58| 1,693.25
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Here we see strong numbers pointing to and upside edge. Below is a profit curve showing a 2-day
holding period.

SPY closes over 1% above the open but still down on the day. Close < 10ma and < 200ma.

Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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There have been some recent stumbles, but I still like the study enough to include it on the active
list tonight.

Thursday also marked the 5 day in a row that SPX closed lower. Despite the selling, the VIX has
not spiked over that period. In fact, on Thursday the VIX actually closed below its 10ma. In the
11/23/2011 letter | looked at other times SPX had a 5-day selloff and the VIX closed below the
10ma. | have updated that study below.
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SPX closes lower for the 5th day in a row. VIX < 10ma.
Buy SPX on close. Sell X days later. $100k/trade. 1990 - present.
, All: All: All: ) All: Max All: Max All Avg All: Avg All: ) ,
X ﬁgt;:_:t Total |Winning| Lesing F‘ri‘:!r.t::rle Winning Losing Winning Lesing Win/Lozs Prnfil—'".adnr ﬁ}"}:uzg
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
5| 15,805.47 6 3 1 83.33 454528 -528.80| 3,306.85 -528.80 3.56 17.60 2,600.91
4| 11,939.98 6 L] 0 100,00 342720 0.00( 1,990.00 0.00 100.00 100.00 1,%20.00
3| B5,449.19 6 [ 0 100.00  3,148.00 o.oo| 140820 0.00 100.00 100.00 1405820
2z -163.43 i1 4 2 6667 1519.70| -2467.08 74311 -1,571.594 0.47 0.85 -27.24
1 263.11 6 4 2 6667 163436 -2205.00 830.23| -152850 0.54 1.08 43.85

Instances are low but all point in the same direction. Below is a look at the individual trades.

SPX closes lower for the Sth day ina row. VIX < 10ma.
Buy SPX on close. Sell 4 days later. $100k/trade. 1990 - present.
Date/Time Signal Price % Profit Run-up
Drawdown
3/12/1991 Buy $370.03 0.56% $2,227.50
3/18/1991 Sell $372.11 (£156.60)
10/22/1993 Buy $463.27 0.96% $1,180.35
10/28/1993 Sell $467.73 (5$262.30)
3/1/1999 Buy $1,236.16 3.18% $3,161.60
3/5/19990 Sell $1,275.47 ($1,610.40)
5/11/2001 Buy $1,245.65 3.44% $4,066.40
5/17/2001 Sell $1,288.490 (£370.40)
3/24/2004 Buy $1,091.32 3.27% $3,301.48
3/30/2004 Sell $1,127.00 $0.00
11/22/2011 Buy $1,188.04 0.60% $1,312.92
11/29/2011 Sell $1,195.19 ($2,467.92)
[Generated with Tradestation </ == & == === e B f o e S © SR e pee

Too few instances to generate meaningful statistics from, but the fact that all 6 rose over the next
few days suggests the market is capable of rallying despite the lackadaisical VIX. If we get a VIX
spike here, it could be helpful in generating a fast reversal, but a VIX spike is NOT a necessary
condition for a reversal.

It is also notable that Friday is monthly options expiration. Opex Fridays have a tendency to open
strong and then fade. The study below looks at buying the open on Opex Friday during downtrends
and then selling at different times of the day.
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SPY closes = 200ma. It is opex Thursday.
Buy on close. Sell at time shown on Friday. $100k/trade 1998 - present.
Time || AENet | o nning) Losing | AE% | Wning | ‘Losing | wiving | Losig | Wistess | AL | ALAVS
Trades| Trades |Trades Trade Trade Trade Trade Ratio
1800 -10722.32| 84 38| 46 4524| 382510 563868 84381 93015 0.81 075 -127.85
1,500 | -16,958.11| 84 34| 50 40.48| 4553.70| 424350 763.24| -858.17 0.89 0.60| -201.88
1,400 -14 02729 B4 32 52 38.10 595158 -3,310.89 260.61 -799.36 1.08 0.66 -166.99
1,300 | -15,744.95 B4 33 31 3929 491376 -2631.68 740.73 -78a8.02 0.594 0.61 -187.44
1,200(-17,013.18| 84 30| 54 3571| 2917.06) -2295.06| 68275 69436 0.98 055 -20254
1,100 -6,023.14| 84 36| 48 4286 294402 303370 61955 -500.14 1.05 078 7170
1,000 -547545 24 a7 45 4405 229803 -181551 391.01 -433.54 0.50 0.73 -55.18

While all the numbers are negative, the bearish tendency appears to generally play out by noon.
Below is a profit curve showing the 9:30am EST to noon EST performance.

SPY closes < 200ma. It is opex Thursday.
Buy on close. Sell at noon EST on Friday. $100k/trade. 1998 - present.
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That is a strong, steady decline. Traders looking to get long may want to show some patience rather
than jumping in right away.

| 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 studies considered, the green Aggregator line closed 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 active list, expectations are set to remain positive on Friday. Of course, this
could change if compelling new bearish evidence emerges. Meanwhile, the Differential Pivot will
be 3812.28. That is 0.6% above Thursday’s close. Therefore, SPX will need to close up at least
0.6% on Friday in order to flip from oversold to overbought vs recent expectations.

So the Aggregator is bullish. The 5-day pullback has the market short-term oversold, and we are
now seeing evidence that a bounce is likely. I like reward/risk here and will look to start scaling
into an index position. A little wary of the Friday tendency to sell after the open, 1 will simply
place a limit price a ways below Thursday’s close for tracking purposes. Traders could consider a
more aggressive entry if the pullback does not materialize in the morning.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 7/11- 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.

SPY — Buy ¥ index position at $376.00 LIMIT. Based on the short-term outlook above, | will
look to start scaling into a long position on Friday if | can get a favorable fill.

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
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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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