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ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

November 23, 2022 Volume 15 Issue 225

Market Overview

Quantifiable Edges 1-day Risk/Reward Cutlook | Quantifiable Edges 3-day Risk/Reward Outlook
Bearish Bulish  Bearigh Bulish

Signals Overview

Aggregator CBI Reading

Flat 1

Tonight’s Research Points

e Tuesday’s strong close dampened Wednesday’s odds.
The gap and go action on Tuesday suggests a possible pullback Wednesday.

¢ Breakouts to 50-day highs that occur with an unfilled up gap have often led to more short-
term buying.

Short-term Outlook
The Bottom Line
The Aggregator is neutral. That is pretty much where | am as well.
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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
November 23, 2022 Unfill gap btwn 0.5%-1.0%. C>0<200 1 day Bearish
November 23, 2022 Breakaway Gap to 50-high 1-5 days Bullish 1.40% -1.00% -1.90%
November 18, 2022 Unfill gap > 1%. Cls 0.5% > Opn.> 10ma_[1-6 days Bullish 3.60% -1.90% -4.20%
Active - Long Term
October 31, 2022 Best 6 Months 3rd Yr. Pres Cycle 1-6 months |[Bullish
March 14, 2022 Fed Hawkish / QE done int term Bearish

The Evidence

Traders did not wait for the bullish Wed-Fri period to start ramping the market higher. SPX and
the NASDAQ each rallied 1.4%, and the Russell 2000 gained 1.2%. Breadth was positive with the
NYSE Up Issues % coming in at 74% and the Up Volume % at 70%. NYSE total volume rose
some from Monday’s level.

Last night | showed some studies that indicated Wednesday’s edge could be somewhat dependent
on how the market closed Tuesday. Over the last 18 years, weak Thanksgiving Tuesday’s have
been followed by strong Wednesday performance. But the rally Tuesday may have taken the
oomph out of the Wednesday edge. Instances with strong Tuesday finishes were more random.
There still may be a Thanksgiving rally, but the evidence is no longer compelling enough for me
to include it on the Active Studies List.

This next study considered the price action on Tuesday, including the unfilled up-gap and the fac
that SPY is still below its 200ma. It was last seen in the 7/28/22 letter, and is updated below.
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SPY Gaps up between 0.5% and 1.0%. The gap never fills and it closes higher than the open.
Close < 200ma. Buy on close. Sell next day's close. $100k/trade. 1993 - present.
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Total Net Profit ($14,202.64) Profit Factor

Gross Profit $21,684.46 Gross Loss ($35,977.10)

Total Number of Trades 64 Percent Profitable
Winning Trades 26 Losing Trades 38
Even Trades 0

. Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 0.88

Avg. Winning Trade ;834,02 Avg. Losing Trade ($946.77)
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Trade Number

Stats are moderately negative, but the curve makes the study more compelling. I have included
this study on the active list tonight.

SPY breakout action to a fresh 50-day high provided some bullish evidence. This is because the
breakout came with an unfilled gap up. | last showed the importance of an unfilled gap in the
8/11/22 subscriber letter. | have updated those studies below.

SPY closed at a 50-day high after not having done so for at least 10 days. Today it leaves

an unfilled gap up. Buy on close. Sell X days later. $100k/trade. 1993 - present.

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

X ﬁ;:_'uh:_:t Total |Winning| Lesing Prﬁﬂr.t:;le Winning Losing Winning Los=ing Win/Loss Prnt’:tkl-'"éctnr ﬁ.‘r"};?;;g
Da}"S Trades| Trades |Trades Trade Trade Trade Trade Ratio

5| 3374159 68 45 23 66.18| 5434.00 -3218.88| 1,447.01| -1,14669 1.26 247| 568.73
4| 2637267 68 45| 23 86.18| 363702 -326784) 1,113.47| -1,010.16 1.10 216 39519
3| 1820239 68 43 25 63.24 9 -2,538.18 576.62 -911.65 1.07 1.54 282.39
2| 1534558 &8 43| = 63.24| 25 229320 74287 66391 1.12 192 22567
1| 584525 68 45| 23 66.18 259168 45822 64238 0.71 1.40 B5.96

Results here are strong across the board. Below is an equity curve using a 5-day holding period.
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SPY closes at a 50-day high after not having done so for at least 10 days. Today it leaves
an unfilled gap up. Buy on close. Sell 5 days later. $100k/trade. 1993 - present.
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Trade Number

Until some recent instances, the move up was impressive.

Technicians will often use the term “breakaway gap”. This suggests the gap occurs on the same
day as a base breakout. The idea is that the new high causes excitement and the gap leaves a good
amount of people sidelined or stuck short. When it doesn’t immediately fill, it leads these people
to chase and helps to propel the market even higher.

Now let’s look at instances where the 50-day high breakout was not accompanied by an unfilled
gap. Interestingly, the number of instances was a bit lower here. This study also appeared in the
8/11/22 letter.
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SPY closed at a 50-day high after not having done so for at least 10 days. Today it does NOT
leave an unfilled gap up. Buy on close. Sell X days later. $100k/trade. 1993 - present.

X All: Net All: .AII:. AI!: Al T AI!: M.EJC All: I'|'Iax AI!: A.vg All: ﬁ!«‘.rg .AII: All All Avg
Total |Winning| Lesing Winning Losing Winning Losing Win/Loss
Da‘_n"S Profit Trades| Trades |Trades Profitable Trade Trade Trade Trade Ratio: ProfitFactor  Trade
5| 545739 48 29 19 G042 267120 428525 103595 -1293495 0.80 1.22 113.70
4 -208.30 43 28 20 53.33| 207207 451834 93244 -1315.83 0.71 0.99 -4.34
3| 5380511 43 prac] 19 60.42| 2927980 -5133.72 97272 117815 0.82 1.28 120.94
2 -385.15 43 26 pd 54 17| 2,324590| -3540.85 635.01 -TGT a7 0.83 0.93 -2.02
1| 287358 43 25 s 5417 158597 -244872 470.61 425 54 1.1 1.3 59.87

Moves to new highs that don’t start with an unfilled gap are much less reliable. | have been
showing this study for 14 years or so, and it never fails to amaze me how more breakouts occur
with an unfilled gap up than without one.

| have updated the Aggregator chart below.

¢ TradeStation Chart Analysis - $SPX.X Daily [CBOE] S&P 500 Index 80 e
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

With tonight’s mix of evidence considered, the green Aggregator Line held above zero. Positive
readings mean expectations are for upside over the next few days. Meanwhile the black
Differential Line dove 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 turned flat at the close.

Based on the current list of active studies, expectations are set to remain positive on Wednesday.
Of course this could change if compelling new bearish evidence emerges. Meanwhile, the
Differential Pivot will be 3983.04 on Wednesday. That is 0.5% below Tuesday’s close. Therefore,
SPX will need to close down over 0.5% on Wednesday in order to flip from overbought to oversold
versus recent expectations.

So the Aggregator is neutral. Evidence is mixed but leaning bullish. And the market is now short-
term overbought. I am inclined to step out of my SPY position at this point. If SPY closes down
below the Differential Pivot on Wednesday, aggressive traders could anticipate a bullish setup and
try a long trade. | am going to play it a little more conservative and won’t be listing that as a trade
idea for Wednesday. I’ll be happy to flatten out Wednesday and fatten up Thursday. Happy
Thanksgiving!

Intermediate-term Outlook (2 weeks — 2 months) — updated 11/21 — neutral
The intermediate-term outlook was last updated in the 11/21/22 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
TSLA - 1/3 @ $167.87 (bought @ limit)

Broad Market Large Cap CBI — 1(TSLA)
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http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18

Additional New Trade Ideas

A full listing of system triggers can be found at the numbered systems page each night. 1 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] %o Gain/Loss|Notes
SPY(1/4) 11/18/2022 $394.24 $399.90 1.44%]sell on open
TSLA(1/3) | 11/22/2022 $167.87 $169.91 1.22%|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
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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