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Market Overview

(uantifiable Edges 1-day Risk/Reward Outlook | (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullish  Bearish Bullsh

Signals Overview

Aggregator CBI Reading
Flat 1

Tonight’s Research Points

o Unfilled gaps down from 50-day highs have historically struggled the following day, but
that has not been the case as much in recent years.
e During uptrends, opex Friday has often seen selling after the open.

Short-term Outlook
The Bottom Line
The Aggregator is neutral. | don’t see great reward/risk with the current setup.
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Summary of Recent Active Studies (see Letters from listed dates for details)

Avg Run-Avg Avg DrawDn -

Study Date Description Time span _|Bias up DrawDn |1 Std Dev
Active - Short Term

July 21, 2023 Unfilled gap down from a 50-day high 1 day Bearish

Active - Long Term

July 19, 2023 DJI close up 7 days in a row & > 200ma 1-19 days Bullish

May 22, 2023 SPX 50-day high < 1/2 SPX stocks > 5oma [1-12 months |Neutral

May 1, 2023 NASDAQ Leading int term Bullish

February 2, 2023 SPX Golden Cross int term Bullish

January 13, 2023 Whaley ADT5 > 73.66 1-12 months |Bullish

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

The Evidence

Thursday saw some sizable selling. The SPX lost 0.7%, the NASDAQ tumbled 2.05%, and the
Russell 2000 dropped 0.9%. Breadth was slightly negative with the NYSE Up Issues % coming in
at 42% and the Up VVolume % at 44%. N'Y SE total volume declined some from Wednesday’s level.

The 1% day down from a high does not often suggest a strong edge. But when the 1% day down is
accompanied by an unfilled gap, then that has increased the odds of additional selling. The unfilled
gap will sometimes leave buyers from the day before with losing positions where they had no
opportunity to exit. And they may not be let off the hook too quickly. The studies below
demonstrate this. They are updated from the 6/1/23 letter. The 1% one shows performance
following down closes from a 50-day high that do not include an unfilled gap lower.
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Yesterday SPY closed at a 50-day high. Today it closes lower but does NOT leave an unfilled gap down.
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There is no compelling edge suggested by either the numbers or the profit curve here. Now let’s
look at instances that see an unfilled gap down follow a 50-day high.
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SPY leaves an unfilled gap down from a 50-day high.
Buy on close. Sell next day's close. $100k/trade. 1993 - present.
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While the curve has flattened some in recent years, it is back near new lows. The move lower has
persisted for a long time. This is impressive considering the market must be in an uptrend since it
was at a 50-day high the day before. Overall, this study seems to suggest a mild downside edge,
and at the very least, bulls would have preferred that Wednesday did not include an unfilled gap
lower.

It is notable that Friday is monthly options expiration. Options expiration has long been a day that
has seen weakness after the opening bell. I last discussed this in the 6/16/23 letter. | have updated
the studies from that letter below.

This first study show results of purchasing SPY at the open and then exiting at different times
during the day.
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SPY closes above 200ma on opex Thursday.
Buy opex Friday open. Sell at time shown on left.$100k/trade. 2000 - present.

OE Op-Ex Fri
Intra Short:
timeofday
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Profit
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As you can see, the bearish implications primarily play themselves out by early afternoon. (1000
= 10am EST, 1200 = noon EST, 1400 = 2pm EST, etc.) Most of the downside would have been
achieved by exiting at 2pm. Below is a look at a profit curve the 2pm exit.

SPY closes above 200ma on opex Thursday.
Buy opex Friday open. Sell at 2pm EST.$100k/trade. 2000 - present.
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The strong move from upper left to lower right supports the bearish case. Next is the 4pm exit.
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SPY closes above the 200ma on opex Thursday.
Buy opex Friday 9:30am EST. Sell at 2pm EST. $100k/trade. 2000 - present.
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This is also impressive.

QQQ has seen an even stronger tendency to sell off. This can be seen in the table and profit curves
below.

QQAQ closes above 200ma on opex Thursday.
Buy opex Friday open. Sell at time shown on left.$100k/trade. 2000 - present.

OE Op-Ex Fri All: All: All: Max All: Max All: Avi All: Av All:

In_trap5hort: Ag,l;;:.:t A.:.Ir:a-;:t:I Winning Losing Froﬂ:t;ﬁle Winning Losing Winningg Losing Winil._oss Froﬁ?lI:I;ctor A.:.Ir:aﬁ‘;g

timeofday Trades Trades Trade Trade Trade Trade Ratio
1,600 -57,139.84 192 74 118 3854 251056 -3,518.64 435.47 -757.33 0.568 0.36 -297.60
1,500 -51,671.17 192 69 121 3594 1,726.01 -2575.80 406.05 -658.58 0.62 0.35 -269.12
1,400 -52,105.09 192 62 128 3229 1,818.31 -241842 387.05 -594.55 0.65 0.32 -271.38
1,300 -44,855.38 192 66 125 3438 1,65217 -2,376.36 359.55 -548.69 0.66 0.35 -233.62
1,200 -44,031.78 192 65 123 33.856 247364 -1,834.30 350.05 -542.97 0.64 0.34 -229.33
1,100 -34,792.67 192 65 127 33.85 1,984.45 -1,928.16 360.07 -458.25 0.79 0.40 -181.21
1,000 -27,605.44 192 59 132 30.73 1,319.89  -1,192.98 223.97 -309.24 0.72 0.32 -143.78
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QQQ closes above 200ma on opex Thursday.
Buy opex Friday open. Sell at 2pm EST.$100k/trade. 2000 - present.
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The bearish edge appears alive and well here with most every curve making new lows. It is
something traders may want to consider on Friday morning.

| have updated the Aggregator chart below.

ﬁTradeSlation Chart Analysis - $SPX.X Daily [CBOE] S&P 500 Index = E@

$SPX.X-Daily GBOE L=4534.87 -30.85 -0.68% B=4,512.99 A=4,552.09 0=455438 Hi=4564.74 L0=4,527.56 C=4534.81 V=2,540917 N
Ij * 14.550.00

14,500.00

14,450.00

D**Tlmm

[
oAl a0, 1 -
D+¢ﬁﬂ#m o

14,250.00

'y oo
DH— D . o
by r-toetal 't |
!

14,100.00

QE Aggregator 1D (3 ADE Barlnterval "QEA41" "MYCLASS" True) 0.07 -0.03 100

r0.80

F0.60
10.40
/\ F0.20
— — S
F0.20
\__/ \/J 1-0.40
F0.60

8 15 22 3 Jn 5 12 20 % Jul 10 17

With tonight’s bearish evidence considered, the green Aggregator Line dipped below zero.
Negative readings mean net expectations are for downside over the next few days. Meanwhile the
black Differential Line inched above zero. The positive Differential Line reading means that SPX
is oversold versus recent expectations. So expectations are negative but SPX is oversold. 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.

Based on the current active studies, expectation are slated to turn back to positive on Friday. This
could easily change if new bearish evidence emerges. Meanwhile, the Differential Pivot will be
4569.84 on Friday. That is 0.8% above Thursday’s close. Therefore, SPX will need to close up at
least 0.8% on Friday in order to flip from oversold to overbought versus recent expectations.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/

So the Aggregator is again neutral. But now expectations are lower and the market is oversold.
And it could all easily change again on Friday. Thursday’s selloff could easily see a continuation.
It is not yet offering a high-probability entry. | will continue to wait until it does.

Intermediate-term Outlook (2 weeks — 2 months) — updated 7/17 — bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
None
F @ $14.03 (buy @ limit)

Broad Market Large Cap CBI — 1(F)

Additional New Trade Ideas

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.

F — Buy 1/3 Catapult position @ $14.03 LIMIT. From the Catapult section above. This is the 1%
of up to 3 possible lots of F.

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, Texas, Massachusetts, and Louisiana, Eastsound Capital Advisors, LLC (ECA) d.b.a. Capital Advisors 360.

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 from QE 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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