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Market Overview

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

Signals Overview

Aggregator CBI Reading
Flat 0

Tonight’s Research Points

¢ Inrecentyears, 1% plus moves through the 200ma have often seen selling the next day.

¢ Moves from a 5-day low to a 50-day high in 1 day are often followed by a dip in the
next few days.

e Strong up days with big volume often see follow through.

e When the last day of the month marks the highest close of the month, then the
momentum often carries through into the 1% week of the new month.

e SPX closing above its 50-day Bollinger Band suggests momentum in strong enough
that further intermediate-term gains appear likely.

Short-term Outlook

The Bottom Line

The Aggregator is neutral. Evidence is mixed but tiling higher. SPX is overbought. | don’t see a
sizable short-term edge.
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The Evidence

The market loved Jay Powell on Wednesday, and it showed its love with a massive rally. The SPX
jumped 3.1%, the NASDAQ rose 4.4%, and the Russell 2000 climbed 2.7%. Breadth was strongly
positive with the NYSE Up Issues % coming in at 85% and the Up Volume % at 88.5%. NYSE
total volume spiked to the highest level in a long while.

The strong move up through the 200ma for SPX was noticed by basically everyone. It also
triggered the study below, from the 6/30/20 letter.

SPX gains = 1% and crosses over the 200ma on a closing basis.
Buy on close. Sell nex day's close. $100k/trade. 2010 - present.
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The move down is impressive and so are the stats. This would suggest a bearish tendency for the
day after such a strong move through the 200ma. | have added this study to the active list for
tonight.

The strong move up caused SPX to move from a 5-day low close to a 50-day high close. That is

fairly unusual. In the 3/4/19 Letter | looked at moves from 5-day lows to 50-day highs. Tonight I
have updated those results below.
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Yesterday SPX closed at a 5-day low. Today it closed at a 50-day high.
Buy on close. Sell X days later. $100k/trade. 1999 - present.
, All: Al Al ) All: Max All: Max All Avg All: Avg All ) ,
X ﬁgt;:_? Total |Winning| Lesing F‘rjgl:!r-t:ile Winning Losing Winning Lesing Win/Lozs Prl:lfjr:ll-'"-actur ﬁ}"&:d:g
Days Trades Trades Trades Trade Trade Trade Trade Ratio
5| -12,457 34 22 11 11 50.00 2,053.50 4 95318 94318 | -2,084.30 0.45 0.45 563.06
4| -11278.76 22 5 13 40.91 218408 -4596.70 1,045.27| -1551.24 0.66 0.45 -512.67
3 -7,005.26 22 11 11 50.00| 19%870| -5028.42 52669 | -1563.53 0.55 0.59 -318.42
2 -4751.80 22 7 15 382 180793 -25902.50 883.34 -733.68 1.22 0.57 -215.9%
1) -2613.47 22 9 13 40.91 T4T.75| 121472 363.63 52.78 0.20 0.55 -118.79

The numbers are not overwhelming but they do suggest a possible downside edge. Below is a look
at the 4-day profit curve.

Yesterday SPX closed at a 5-day low. Today it closed at a 50-day high.
Buy on close. Sell 4 days later. $100k/trade. 1999 - present.
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The curve is certainly choppy, but it has managed to head from upper left to lower right and
recently made a new low. This study appears to be worth some consideration.

But not everything that triggered was bearish. Wednesday’s rally was sizable and volume was the
highest in a long time. In the 6/27/22 letter | looked at big rallies that occurred on very high volume
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vs those that did not. The study below shows times where SPX closed up > 3%, but the rally was
not accompanied by a 20-day high in NYSE volume.

SPX closes up = 3%. NYSE volume is NOT the highest in 20 days.
Buy on close. Sell X days later. $100k/trade. 1970 - present.
X AbNet | S g Losing| 5% | Waning | Losing | Wining | Losng | Winlless |, Al | ALAYS
Da‘,l"S I Trades| Trades Trades FEIELE Trade Trade Trade Trade Ratio IS TTET) TS
10|-38,022.47| 61 2| 29 52.46| 13,158.45|-22531.20| 3,785.90| -5488.67 069 0.76 -623.32
9|-50,7159.08 54 32 32 50.00| 1425816 -12531.42 3,403.83| -4938.80 0.68 062 -T92.49
8|-69,750.52 54 31 33 45.44| 957258 -19,506.88 2,912.47 | -4,549.817 0.60 0.56| -1,089.85
7| 7128052 66| 27| 38 40.91| 8892722179740 388035 435128 0.84 058 -1,072.70
6| 5562245 68 /| 32 52.94 50|-16,460.42| 3,070.82| 528662 058 065 -862.08
5|-56,639.12 T3 39 24 53.42 21 -17 314 65 3,213.93| -5,352.42 0.60 0.69 -775.88
4| -62 908.85 78 43 35 55.13 41| =16 867 .40 2,5995.38 | -4 98724 0.52 D54 -806.52
3|-30895.11| 79 41 38 51.90 6|-11,88477| 222855 -3,449.10 0.65 0.70| -502.47
2| 85837.16| 88 44| 44 50.00 -13,654.06| 1,857.49| -3,353.79 0.55 055 74315
1| 5463539 B89 41 43 46,07 -11,696.04| 1,079.87| -2,060.62 0.52 045 -513.88

As you can see, big up days don’t often see great follow through. But when the volume is strong,
like Wednesday, then it is a much different story. The study below is also from the 6/27/22 letter
and has been updated.

SPX closes up = 3% on the highest NYSE volume in 20 days.
Buy on close. Sell X days later. $100k/trade. 1970 - present.
X All- Net Al _AII:. AI!: All % AI!: I'.'I_ax Al Max AI!: A.'.rg All: ﬁfﬁrg .AII: All All Avg
Total [Winning| Losing Winning Lo=sing Winning Losing Win/Loss
Days Proft  rrades| Trades Trades '~ Ctacie Trade Trade Trade Trade Ratip | ontactor  Trade
10| & 62 23 18 5 78.26| 13,589.08| -7562386| 4458568| 273230 1.63 587 289533
5 7 85 23 17 6 7391 1143528 -3,726590( 472396 -1225 3.85 1092 3171.82
& 6091028 23 17 6 7391 1069376 | -329230( 4,09325| -1451.49 2.82 799 264827
7| 5837752 23 19 4 8261| 11,879.20| 820738 3,795.01| -3431.81 1.1 5.23| 253817
6| 53,558.82 23 16 7 69.57| 957828 -200875| 3,93569( 134481 2.93 669 232854
5| 50,136.70 23 19 4 8261 933472 253450 300671 -1747.71 1.72 617 2179.86
4| 4012968 23 16 7 69.57| 1193004 -386074| 354596| -Z600382 1.40 320| 174477
3| 38,938.75 23 14 9 60.87| 1088860 -3382062| 385631 -167217 2H 359 185 9
2| 21,028.81 23 13 10 9652 T,11264| -363044| 248896 -113279 220 2.08 9 9
1| 29,889.96 23 14 5 60.87| 908988 -1516.06 253597 -525.28 406 631 12 B

Numbers are impressive, and the curves were also. Below is a look at the 5-day profit curve.
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SPX closes up = 3% on the highest NYSE volume in 20 days.
Buy on clase. Sell 5 days later. $100k/trade. 1970 - present.
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That is a strong steady move from lower left to upper right. Prior to the June instance, this study
had not triggered since 2011. I’ll also note that when | discussed it in the June letter | was a little
wary of the setup because the huge volume in June occurred on the day of the Russell rebalance.
Wednesday’s volume was not artificial, so perhaps the setup will work better this time than it did
in June.

I’ll also note there is a compelling new-month study suggesting that we could see further rallying
in the next few days. Results are updated from the 8/1/22 letter. They suggest strong end of month
momentum has typically carried through into the following month. This can be seen below.

SPY closes month at highest closing price of the month.
Buy on close. Sell X days later. $100k/trade. 1995 - present.
. Al Al Al ) All: Max All: Max Al Avg All: Avg Al ) .
X ﬁ;:;:_:t Total |Winning| Losing Pr?gr.t::rle Winning Losing Winning Losing Win/Loss Pruf?F".actur ﬁ.\II_I};\j:g
D'a}."S Trades| Trades | Trades Trade Trade Trade Trade Ratio
5| 4116222 38 28 9 7368 4592656 -2070.60 1,788.66 -951.14 1.80 5.61 1,083.22
4| 3531476 38 27 11 71.05| 539495 -4333.40 1,731.35| -1,039.23 1.67 4.09 92534
3 2282893 38 25 12 6342 410592 -4673.40( 133047 -1,03881 127 275 500.76
2| 12,089.07 35 21 17 5526 395473 454340( 12443 -825.59 1.51 1.88 3813
1 3,518.54 35 20 18 5263 1,85094| -1359.03 691.15 -ET2.47 1.21 1.34 92.59
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The numbers across the board are quite compelling. Below is an equity curve showing
results assuming a 5-day holding period.

SPY closes month at highest closing price of the month.

Buy on close. Sell 5 days later. $100k/trade. 1995 - present.
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The steady upslope is comforting. | have added this study to the active list tonight.

One interesting study that triggered in the Quantifinder looked at the SPX closing price in relation
to its 50-day Bollinger Bands. In it | used 2 standard deviations in the Bollinger Band calculation.
| used %b to measure where we fell. For those unaware, %b simply measures the distance between
the 2 bands. So a reading of 0 means price is right at the lower band. A reading of 100 is right at
the upper band. A reading of 50 would be right at the moving average being used — in this case the
50ma. So a move 2 standard deviations above the 50ma would be a %b reading of 100. | last
featured this study in the 8/15/22 letter. Due to the late hour, | did not update this study tonight.
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SPX 50-day %b crosses over 100.
Buy on close. Sell X days later. $100k/trade. 1960 - present.

X Al Net All: _AII:. AI!: Al % AI!: r.'l_a.:-c All: Ma.x AI!: A.vg All: ﬁ_wg .AII: Al Al Avg
Total [Winning|Losing Winning Losing Winning Losing Win/Loss
Da}"s RO Trades| Trades |Trades PR Trade Trade Trade Trade Ratio FULSREE) e
50| 19557269 145 50 55 62.07| 1840818 -20,704.80 4 803.37( -4 30419 1.12 1.83| 1,348.78
45 152,833.59 151 38 63 58.28| 15,816.57 | -32,382.30 5,004.05| -4 553.88 1.10 1.53 1,012.14
40 | 160,958.19 157 86 61 61.15 67 | -27,920.40 4 .408.23| 429888 1.03 1.61 1,025.21
35 155,532.75 1656 101 65 60.84 -13,617.00 3,953.70| -3,750.683 1.05 1.64 9 2
30 101,481.34 173 104 69 60.12 20.74 | -10,485.00 3,233.85( -3.411.01 0.95 1.43 5
25 58,304.34 181 104 77 57.45 -8,732.18 2,929.82| -3,088.92 0.95 1.29 377.87
20| 60,141.55 184 111 83 5722 -10,205.38 2611.13| -2 767.40 0.594 1.26 310.0
5| 52,525.94| 214 124 50 57.94 -9,763 .44 2,310.74| -2,600.08 0.29 1.22 245.4
10 4157453 238 145 93 60.92 -8,133.53 1674.06| -2158.76 ova 1.21 176.3
5| 13,270.70| 291 162 129 55.67 -5,524 55 1,133.19| -1,320.21 0.5 1.08 45.50

Results generally appear moderately bullish. They seem to suggest that the kind of strong
momentum that would have SPX closing above its 50-day Bollinger Band favors more upside over
a possible reversal. The “% Profitable” is not terribly high, but I produced a profit curve below to
see how the edge has played out over time.

SPX 50-day %b crosses over 100.
Buy on close. Sell 50 days later. $100kitrade. 1960 - present.
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That’s a pretty steady upslope for a study without a very high “% Profitable”. Overall, I like this
study enough to add it to the intermediate-term active list.

| 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 remained above zero. Positive
readings mean expectations are for upside over the next few days. Meanwhile the black
Differential Line also dipped 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 Thursday. Of
course this could change if compelling new bearish evidence emerges. Meanwhile, the Differential
Pivot will be 3968.62 on Thursday. That is a sizable 2.7% below Wednesday’s close. Therefore,
it would take a decline of at least 2.7% on Thursday for SPX to flip from overbought to oversold
Versus recent expectations.

So the Aggregator is neutral. The bounce | was expecting came very quickly and the market has
suddenly flipped from oversold to overbought. While evidence suggests we could see further
upside in the coming days, evidence is mixed. This seems like a good place to take a profit and
await the next favorable entry opportunity. That is my intention.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 11/28 — neutral
The intermediate-term outlook was last updated in the 11/28/22 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

Symbol Entry Date Entry Price|] Current Price] % Gain/Loss|Notes
SPY(1/4) 11/30/2022 $395.23 $407.68 3.15%|sell on open
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