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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
Flat 0

Tonight’s Research Points

e Overbought in a downtrend does not appear to be as reliable of a short setup as it once did.
e 3 strong up days like we have seen in the NASDAQ have often seen NASDAQ follow
through over the next week — but not SPX follow through.

Short-term Outlook

The Bottom Line
The Aggregator is neutral. Evidence is still leaning bullish. SPX is again overbought. This does

not appear to be a great reward/risk scenario.
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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

July 20, 2022 Up Issues % > 80%2/3 days < 200 1-3 days Bullish

Active - Long Term

July 11, 2022 NASDAQ Leading int term Bullish

June 13, 2022 Inverse Zweig Breadth Collapse 1-3 months |[Bearish

May 2, 2022 Worst 6 Months with Jan-April selling |1-6 months [Bearish

March 14, 2022 Fed Hawkish / QE done int term Bearish

The Evidence
Thursday was another strong day for the market. SPX rose 1.0%, the NASDAQ jumped 1.4%, and
the Russell 2000 climbed 0.5%. Breadth was positive with the NYSE Up Issues % coming in at

61% and the Up Volume % at 60%. N'YSE total volume came in at the lowest level in a little over
a week.

There were many studies that triggered in the Quantifinder that noted the market is now overbought
in a long-term downtrend. They looked at things like the 3-day rally and the 20-day high to indicate
overbought. The one below looked at both of these criteria. It was last featured in the 1/18/19 letter.
Stats are updated.

SPX closes up for the 3rd day in a row and at a 20-day high but < 200ma.
Buy on close. Sell 3 days later. $100k/trade. 1985 - present.
) All: All: Al . All: Max Al Max All: Avg All Avg All: . )
X ﬁ;lr.ur:_:t Tetal [Winning| Loging Pr?:lr-t:zle Winning Lozing Winning Losing Win/Loss Pruf?l—llﬁctul ﬁ.‘ll_t:d";g
Da}"S Trades| Trades |Trades Trade Trade Trade Trade Ratio
5 -15,242.50 31 15 16 4839 263942 5,043.88 1,108.51| -2,054.41 0.54 0.51 -523.96
4| -18,035.37 33 15 18 4545 244031 5,199.42 1,027.34| -1,858.08 0.55 D.45 -545.53
3| -23,374.88 33 12 21 36.36| 240160 -4356.54 1,028.25( -1,700.66 0.60 0.35 -708.33
2 -18104.38 33 12 21 3836 112212 557914 §82.41| -1,24063 0.53 0.3 -548.62
1) -7,540.43 33 14 15 4242 1283.00) 424194 726.00 -931.81 078 0.57 -228.50

The stats look quite bearish. But the profit curves told a different story. Below is the 3-day profit
curve.
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SPX closes up for the 3rd day in a row and at a 20-day high but < 200ma.
Buy on close. Sell 3 days later. $100k/trade. 1985 - present.
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This just has not played out for the last 13 years. | have seen a lot of bearish studies like this in the
last few months that have faltered and no longer appear to suggest a bearish edge. Another example
of this is a Quantifinder study last featured in the 3/27/20 letter.

SPX closes up for the 3rd day in a row but < 200ma. It did NOT close at a 50-day low just prior to the
rally. Buy on close. Sell X days later. $100k/trade. 7/1/2001 - present.

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

X Al Net Total |Winning| Lesing All- % Winning Losing Winning Losing Win/Loss Al Al Avg
Days FII Trades| Trades |Trades FHIELE Trade Trade Trade Trade Ratio AR TR
5| -36,763.27 54 28 26 51.85| 4,570.11| -9,202.08| 1,370.99| -2,890.43 0.47 0.51 550.80
4| 5544730 57 25 32 4386 367251| -7490.80 118396 -2B57.70 .45 0.35 o72.76
3| -59,147.35 57 21 36 3684 286110 -7527.12| 1,049.79| -2255.36 0.47 0.27| -1,037.67
2|-34,709.59 57 17 40 2982 322473 -412110( 1,090.50| -1,331.20 0.82 0.35 508 94
1|-20,681.55 57 24 33 4211 334884 -4871.22 BE7.35| -1,330.24 0.73 0.53 362.83

Stats here are even more bearish. This study is interesting because if the setup WAS coming off a
50-day low it would suggest a bullish edge. But again, the bearish inclination is not apparent when
we look at the profit curves. Here is the 3-day.

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




SPX closes up for the 3rd day in a row but < 200ma. It did NOT close at a 50-day low just prior to the
rally. Buy on close. Sell X days later. $100k/trade. 7/1/2001 - present.

OO0t e

BO000F e L

-30000

Equity($)

-400001-

-500007-

500001

Trade Number

Very similar to the last one. So | am not inclined to utilize any of the “overbought in a downtrend”
studies that appeared on Thursday. I’ll note that while I have seen the market evolve like this and
so many bearish studies have gone by the wayside over the last several years, I’ve thought that
perhaps part of the reason was all the Fed QE that we have seen since 2008. There is no QE right
now. In fact, the Fed is embarking on QT. So if QE is a contributor to the disappearing bearish
edges, the edges may start to reappear. But | am not relying on that.

I will also note that the NASDAQ rise the last 3 days has been especially strong. In fact, all 3 days
saw the NASDAQ rise at least 1%. So | concocted the study below to look at other times the
NASDAQ had three 1% up days while below its 200ma.

NASDAQ rises over 1% for the 3rd day in a row. Close < 200ma.
Buy on close. Sell X days later. $100k/trade. 1971 - present.
. All: All: All: . All: Max All: Max All: Avg All: Avg All: _ _
X ﬁ;:_'uh:_:t Total |Winning| Lesing Pr};:lr.t:ale Winning Losing Winning Losing Win/Loss Prl:lf:tkl-'"ilactl:lr ’%I!I};?;;g
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
5| 4528048 30 21 5 70.00 -5,538.39 -2 625847 1.25 2.9 209 .68
4| 29,785.41 30 20 10 66 67 -3,229.00 1,980.25 1.25 2.50 992.83
3| 13,186.01 30 19 1 6333 -5,125.77 2,052.85 0.92 1.58 438.53
2| 1458923 30 16 13 53.33 -2,818.37 112712 1.62 2.00 486.31
1| 11,523.78 30 15 14 50.00 -2,310.40 -990.33 1.71 1.83 384.13
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Stats here are quite bullish. It seems that the momentum is strong enough in most cases that you’ll
continue to see follow through over the next week. Below is a look at the 5-day profit curve.

NASDAQ rises over 1% for the 3rd day in a row. Close < 200ma.
Buy on close. Sell 5 days later. $100kitrade. 1971 - present.
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That is a good looking rise.

Often when we see NASDAQ studies like this the directional edge works for the SPX as well. So
| looked at how SPX has performed when this NASDAQ setup triggered in the past.

MNASDACQ rises over 1% for the 3rd day in a row. Close = 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 1971 - present.
¥ All Net All: .AII:. AI!: All % AI!: r.'Ilax All: I..'Iax AI!: A.\.rg All: ﬂ:«vg lAII: Al Al Avg
Total |Winning| Lesing Winning Losing Winning Losing Win/Loss
Da‘_n"S - Tradez| Trades | Trades FICELE Trade Trade Trade Trade Ratio e e
5 968511 30 19 11 63.33| T741455| -5304.00 -3,025.92 0.75 1.29 322.84
4| 255455 30 16 14 53.33| 6,097.05| -5 47275 -2,032.50 0.95 1.09 8517
3| -7817.38 30 16 14 53.33| 2,598.45 5,681.40 -2, 027.18 0.54 0.73 -253.31
2 143221 30 14 16 45687 422440| 448780 -1,115.44 1.23 1.08 47.74
1 500.93 30 14 16 4567 3,53585| -20687.20 -5991.23 1.1 1.08 30.03
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Interestingly, the upside momentum did not help carry the SPX higher. It seems to just apply to
the NASDAQ. So traders may look to the NASDAQ for some additional strength in the coming
days. But I did not include this study for Aggregator purposes since the Aggregator measures SPX
expectations and there is no edge apparent for SPX. Overall, potentially bullish and bearish studies
tonight all failed to deliver compelling evidence. | am not comfortable relying on any of them to
suggest a short-term directional edge. Therefore, nothing is being added to the Active Studies List.

| have updated the Aggregator chart below.

£ TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index 80 e
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Without any new studies making the cut, the green Aggregator line remained above zero. Positive
readings mean expectations are for upside over the next few days. Meanwhile the black
Differential Line held below zero. The negative Differential Line reading means that SPX is
overbought versus recent expectations. So expectations are positive but SPX is overbought. This
is considered a neutral configuration. Neutral configurations are visible on the chart whenever both
lines close on opposite sides of zero. Therefore, the Aggregator formation stayed flat at the close.

With the last of the short-term active studies set to expire on Friday afternoon, expectations will
be largely dependent on any new evidence that emerges. Meanwhile, the Differential Pivot will be
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

3965.33 on Friday. That is 0.8% below Thursday’s close. Therefore, SPX will need to close down
at least 0.8% on Friday in order to flip from overbought to oversold vs recent expectations.

So the Aggregator is still neutral. Evidence is still leaning upwards, and the market is still short-
term overbought. This combination does not make for a strong reward/risk opportunity. I’ll
continue to wait until a more compelling setup emerges before attempting a new index trade.

Intermediate-term Outlook (2 weeks — 2 months) — updated 7/18- neutral
The intermediate-term outlook was last updated in the 7/18/22 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
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
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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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