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Market Overview

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

Signals Overview

Aggregator CBI Reading
Long 0

Tonight’s Research Points

e Strong down days more reliably bounce when they originate from a short-term low.
e We are entering a bullish seasonal period for RUT.
e Opex Fridays often see morning selling.

Short-term Outlook
The Bottom Line
The Aggregator is bullish. I believe there is an upside edge, but I will only look to take advantage

if there is further selling on Friday.
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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
December 8, 2022 5 lower closes < 200ma 1-8 days Bullish 4.30% -2.00% -4.85%
Active - Long Term
December 2, 2022 SPX 50-day %b crosses over 100 1-50 days Bullish 4.90% -4.35% -8.80%
December 1, 2022 SPX goes from < 15% above 50 to > 90%[1-6 months [Bullish
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

The market got hammered on Thursday. The SPX finished down 2.5%, the NASDAQ lost 3.2%,
and the Russell 2000 declined 2.5%. Breadth was negative with the NYSE Up Issues % coming in
at 19% and the Up Volume % at 14%. N'YSE total volume declined some from Wednesday’s level.

The selling on Thursday was strong. Selloffs of this magnitude are often overreactions that are
followed by a bounce in the following days. Especially when they make new lows. But | have also
found that the position of the market prior to the big down day can be important. The studies below
differentiate between 2% selloffs to new lows that also posted lows the day before, vs those that
did NOT post lows the day before.

After closing at a 5-day low yesterday, SPX closes down = 2% today.
Buy on close. Sell X days later. $100k/trade. 1990 - present.

X All: Net All: .AII:. AI!: Al % AI!: r.'I.Ex All: r..'Iax AI!: A.vg All: ﬁ.wg .AII: Al All Avg
Total |Winning| Lesing Winning Losing Winning Losing Win/Loss
Da}"S — Trades| Trades | Trades FEHIELE Trade Trade Trade Trade Ratio it B L2
5 75 43 28 63.16 -12975.48| 392282 -Z966.09 1.32 227 138480
4 80 50 30 82.50 1482088 323078 -3,335.98 0.97 1.81 768.25
3 84 49 35 58.33 -13,815.18( 332722 -251550 1.32 1.85 89275
2| 5058155 88 61 27 69.32 -7,559.56| 257124 -Z45423 1.05 237 102934
1| 77,118.28 97 63 4 64.95 -5,702.04| 20842% -1556.232 1.33 245 795.03

SPX closes down = 2% today and at a 5-day low_ It did NOT close at a 5-day low yesterday.
Buy on close. Sell X days later. $100k/trade. 1990 - present.

¥ All Net All: .AII:. AI!: All % AI!: r.'Ilax All: I..'Iax AI!; A.\.fg All: ﬁ.wg lAII: Al All Avg
Profit Total |Winning| Lesing Profitable Winning Losing Winning Losing Win/Loss ProfiFactor]  Trade
D’c'i‘_n"S Trades| Trades |Trades Trade Trade Trade Trade Ratio

5 145 80 B5 55.17| 11,40573(-12358.08| 294188 -2735.54 1.08 1.32

4 152 a3 64 57.89| 1398145| -7638.84 281710 -2497.02 1.05 1.44

3 158 91 &7 5759 B2279.04|-127895.00 214559 -2530.32 0.85 1.15

pd 166 81 85 4880 848476| -8077.85 199759 -1665.04 1.20 1.14

1 166 97 69 58.43| 5,B86546| -9385.64 | 1,180.43| -1610.84 0.73 1.03
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The 1% setup where the market was already oversold prior to the big down day shows a much
stronger edge over the next few days. The 2" setup is underwhelming. The current setup is the 2"
one...underwhelming.

We are now entering a strong seasonal period for Russell 2000. | discussed this on Sunday and
have copied the research below.

Next is a study | have shown for several years that looks at buying the Russell 2000 on opex
Thursday in December and holding for up to 2 weeks.

Buy Russell 2000 on close Thursday of December opex week.
Sell X days later. $100k/trade. 1988 - 2021.

X Al Net All: .All:l AI!: All AI!: M.ax All: Max AI!: Al'.rg All: ﬁ.wg lAII: Al All Avg
Total [Winning| Losing Winning Losing Winning Losing Win/Loss
DaYS AT Trades| Trades Trades FICELE Trade Trade Trade Trade Ratio pESTEET TR
10| 80,889.04 34 25 ] 73.53| 1027971 | -5643.30| 3,8609.45| -1760.81 220 6.10( 2,379.09
9| 81,280.93 34 27 7 79.41| 9,00063 -5973.50| 333275 -1243.34 268 10.34| 2,3890.62
&| 6858505 34 28 [ 8235 T7,115.85| -294840| 2830.75 -845.84 311 1451 2017.23
7| 63,692.41 34 28 6 8235 T,790.58| -1,80960 242439 -972.40 2.54 11.85| 1,873.31
6| 5161209 24 26 ] T6.47| 6509083 -2720684| 224455 24329 266 865 1,518.00
5| 39,559.72 24 25 9 T353| 485225 -315464| 200802 -118230 1.70 472 1,163.52
4| 31,976.43 24 25 9 7353 441375 -3,85232 1,804.97( -1.480.85 1.24 .43 940428
3| 2594372 34 24 10 70.59| 381420 -255068| 161487 -1281.31 126 3.02 763.05
2| 714118 34 19 15 5588 349570 -4431.00) 134183 122357 1.10 1.39 210.03
1| 9938.84 34 19 15 55.88| 2200.70| -2543.25 521.61 -504.78 1.83 2.3 29232

Results here are outstanding. But a look at the max loss column shows you that it has not been
without risk. Below is an equity curve that assumes a 9-day exit strategy.
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Buy Russell 2000 on close Thursday of December opex week.
Sell @ days later. $100k/trade. 1988 - 2021.
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That is a strong looking curve. I’ll re-post this study again Thursday night when it actually
triggers.

Another study that seems worth discussion is one that looks at Opex Friday price action. 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.

SPY closes < 200ma. It is Opex Thursday.
Buy opex Fri at 9:30am EST. Sell at time shown. $100k/rade. 1998 - 11/2022.
leritili-r? Alnet | AE | AL TCAL T g | AlMax AL Max | AlAvg | AlbAvg AL Al Al Avg
Short2: Profit Total |Winning Losing Profitable Winning Losing Winning Losing Wlnprs-s ProfiFactor  Trade
e Trades| Trades |Trades Trade Trade Trade Trade Ratio
1,600 -8245.23 89 41 43 4607 3,825.10| -5638.68 868.72 -913.83 0.95 0.81 -92 .65
1,500 | -15,699.58 89 37 52 41.57| 45537 -4,243.50 775.30 -354.25 0.51 0.65 -176.40
1,400 | -13,376.10 89 34 55 3820 595158 -3,310.89 222.70 -T88.87 1.12 0.69 -150.29
1,300 | -15 238577 39 35 ca 39.33| 491376 -2631.68 755.65 -TT2.84 0.92 063 -171.75
1,200 | -16,508.26 B89 33 56 37.08| 2917.06| -2295.06 673.5 -691.68 0.97 0.57 -185.49
1,100 -6815.32 89 33 51 4270 294402 -3,033.70 606.86 -585.80 1.04 077 -76.58
1,000 -5030.53 89 38 50 42,710 2,288.03| -1,815.531 405.09 -431.52 0.95 072 -67.75

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




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 opex Fri at 9:30am EST. Sell at noon. $100k/trade. 1998 - 11/2022.
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That is a strong, steady decline. Some morning selling on Friday would be typical. Traders may
want to take this under some consideration. Since the impact only appears to last a few hours, this
is not a study for inclusion on the 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 moved 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 Friday. This
could change if compelling new bearish evidence emerges. Meanwhile, the Differential Pivot will
be 4049.19 on Friday. That is 3.9% above Thursday’s close. So SPX will need to close up 3.9%
on Friday to flip from oversold to overbought vs recent expectations. I don’t envision that
happening.

So the Aggregator is bullish. Evidence is still light, and Opex Fridays often see selling during the

day. I am not inclined to rush right in with a long position. But if the market sells off strongly again
on Friday, | may look to take on some long exposure.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 12/12 — slightly bullish
The intermediate-term outlook was last updated in the 12/12/22 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.

SPY — buy ¥ index position @ $384.22 LIMIT ON CLOSE. Based on the short-term outlook
above, | will take on a small amount of index exposure if Friday is another tough day for the
market.

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
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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http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/

