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Tonight’s Research Points

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

e The intraday high, unfilled gap, and weak close imply short-term strength.

¢ During uptrends, the market often sees intraday selling on opex Friday.

Short-term Outlook
The Bottom Line
The Aggregator is neutral. I am as well.
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The Evidence

The market put in a huge day on Thursday. The SPX finished up 1.7%, the NASDAQ rallied 2.5%,
and the Russell 2000 rose 2.1%. Breadth was weak as the NYSE Up Issues % was 78% and the

Up Volume % came in at 73%. NYSE total volume rose for the 3" day in a row.

There was a study from the 7/10/24 letter that looked at unfilled gaps up that make a 20-day high,
but close below the open. Thursday closed just slightly below the open price. The study suggested
an upside edge over the next several days. Below is an updated look.

SPY posts a 20-day intraday high and an unfilled gap up. Close < open and close > 200ma.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
i ) ) All: Max All: Max | All: Avg All: Avg All: i .
. 3 inning | Losing : % Winning Losing Winning Losing | Win/Loss All: All: Avg
X A#r:il':t A':'Ira-;?et:l g = Pﬁolétable ProfitFactor Trade
Days Trades | Trades Trade Trade Trade Trade Ratio

5 29,891.54 61 38 23 62.30 3,754.17  -4,540.20 1,230.55 -733.45 1.68 277 490.03
4/ 26,965.49 62 45 17 7258 3436.02 -2,228.24 880.34 -744.10 1.18 3.13 434.93
| 3 29,206.79 66 47 18 .21 236210 -2,427.88 860.14 -623.33 1.38 3.60 442 53
2 22397.36 68 43 25 63.24  1,998.70 -926.12 749.94 -394.01 1.90 3.27 329.37
1 10,386.62 69 44 25 63.77 1,70892 -1,015.84 426.00 -334.29 1.27 224 150.53

The numbers here suggest a solid bullish tendency in the days following such setups. Below is a
look at a 3-day profit curve.
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SPY posts a 20-day intraday high and an unfilled gap up. Close < open and close > 200ma.
Buy on close. Sell 3 days later. $100k/trade. 1993 - present.
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Here we see a persistent move up that also supports the idea of a bullish tendency. | have included
this study on the active list.

SPY breakout action to a fresh high also 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
1/22/24 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. 1995 - present.

All: All: All: Max All: Max | All: Av All: Av All:
X All: Net | All: Total Winning | Losing All: % Winning Losing Winningg Losing Win/Loss All: All: Avg
Days it Trades | pades | Trades FrofMable| grade Trade Trade Trade Ratio | rofitFactor|  Trade
I 5 43,897.81 70 48 22 68.57 543400 -3,218.88 1,451.59 -1,171.75 1.24 2.70 627.11
4| 30,408.43 70 47 23 6714  3,637.92 -3,267.84 1,139.92 -1,007.30 113 2.31 434.41
3| 21927.88 70 45 25 6429 399256 -2,538.18 993.74 -911.62 1.09 1.96 313.26
2| 18,786.08 70 46 24 65.71 2,545.92 -2,293.20 755.35 -665.00 1.14 2.18 268.37
1 6,771.43 70 47 22 67.14 1,816.10 -2,591.68 456.62 -667.72 0.68 1.46 96.73

Results here are strong across the board. Below is an equity curve using a 5-day holding period.
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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 5 days later. $100k/trade. 1995 - present.
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It has been a bit choppy as of late, but overall the move up is still 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 good bit lower here. This study also appeared
in the 1/22/24 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. 1995 - present.
i i All: All: o All: Max All: Max All: Avg All: Avg All: ) i

X A;I'r:_:t A_:_I.';otal Winning | Losing PAItI'-ta’:‘;I Winning Losing Winning Losing Win/Loss P rl:.'I:I " A_:_I.l:vg

Days roft raCeS | Trades | Trades | '°"2P'®|  Trade Trade Trade Trade Ratio | 'onacter rade
5 466077 54 31 23 5741 267120 -428526 1,045.08 -1,205.94 0.87 147 86.31
4 -2,382.20 54 31 23 5741 2,072.07 -4518.34 95042 -1,384.57 0.69 0.93 -44.11
3 3919.36 54 31 23 5741 2,927.90 513372 978.01 -1,147.79 0.85 1.15 72.58
2 1567.71 54 29 25 5370 2,32490 -3640.86 63670  -732.27 0.87 1.01 2.92
1 6,085.69 54 29 24 53.70 1,586.97 -2448.72 54116  -400.33 1.35 1.63 112.70

Moves to new highs that don’t start with an unfilled gap are much less reliable. I have been
showing this study for 16 years or so, and it never fails to amaze me how more breakouts occur
with an unfilled gap up than without one.

Friday is options expiration (opex). Options expiration has long been a day that has seen weakness
after the opening bell. The studies below are some that | have shown several times over the years.
The stats and commentary is copied from the 8/16/24 letter (not updated tonight).

This first study shows results of purchasing SPY at the open and then exiting at different times
during the day.

SPY closes above the 200ma on Opex Thursday.
Buy Opex Friday on open. Sell at time shown on left. $100k/trade. 2000 - present.
OE Op-Ex : —

. . . All: All: i All: Max All: Max | All: Avg | All: Avg All: ) )
Fs"hln:_a AFI,I' h:.‘:t A.:.I' :otal Winning | Losing PAI'I.'t;’;';I Winning Losing | Winning | Losing | Win/lLoss P r‘:‘llzl " A.:.I":‘Vg
_Short: rofl rades | frades | Trades | ONAP®  Trade Trade Trade Trade Ratio rofitractor rade
timeofday

1,600 -39,109.67 202 80 122 39.60 1,400.58 -2,746.58 323.87 -532.94 0.61 0.40 -193.61
1,500 -33,293.03 202 81 120 40.10 983.92 -2,315.18 297.70 -478.39 0.62 0.42 -164.82
1,400 -32,749.96 202 68 134 33.66 993.96 -2,000.00 294.56 -393.88 0.75 0.38 -162.13
1,300 -29,616.48 202 71 130 35.15 968.86 -1,324.62 274.16 -377.55 0.73 0.40 -146.62
1,200 -27,413.27 202 71 131 3515 1,243.06 -1,318.40 259.43 -349.87 0.74 0.40 -135.71
1,100 -21,629.83 202 76 125 37.62 1,020.18 -968.50 215.95 -304.34 0.71 0.43 -107.08
1,000 -18,015.18 202 58 144 28.71 365.47 -629.00 133.12 -178.72 0.74 0.30 -89.18

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.
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SPY closes above the 200ma on Opex Thursday.
Buy Opex Friday on open. Sell at 2pm ET. $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 on open. Sell at 4pm ET. $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.

QQQ closes above the 200ma on Opex Thursday.
Buy Opex Friday on open. Sell at time shown on left. $100k/trade. 2000 - present.
OE Op-Ex
. i i All: All: ) All: Max All: Max All: Avg All: Avg All: ) i
anhln:tr_a Ag"‘:ift A.:_I'EOH Winning | Losing PAIII’l.hfﬁI Winning Losing Winning Losing Win/Loss P ﬁ'?ll:l £ A_:_I.J:'vg
_Short: ro radeS | frades | Trades |' 'O ® | Trade Trade Trade Trade Ratio L (FEER Bl rade
timeofday
1,600 -62,713.32 205 78 127 38.05 2,516.00 -3,525.88 449.62 -769.95 0.58 0.36 -305.92
1,500 -56,351.09 205 73 130 3561 1,739.00 -2,590.84 422.40 -670.66 0.63 0.35 -274.88
1,400 -55327.38 205 65 137 31.71 1,822.25 -2,431.68 404.32 -595.68 0.68 0.32 -269.89
1,300 -48,697.56 205 69 135 3366 165575 -2,382.80 368.56 -549.10 0.67 0.34 -237.55
1,200 -46,763.19 205 73 131 3561 2,488.25 -1,843.43 340.12 -546.50 0.62 0.35 -228.11
1,100 -38,453.43 205 69 135 33.66 1,998.00 -1,936.40 356.86 -467.23 0.76 0.39 -187.58
1,000 -29,877.99 205 64 140 3122 1,332.000 -1,198.29 215.81 -312.07 0.69 0.32 -145.75
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QQQ closes above the 200ma on Opex Thursday.
Buy Opex Friday on open. Sell at 2pm ET. $100k/trade. 2000 - present.

-10000

-20000

-30000

Equity($)

-40000

-50000

0 10 20 30 40 50 60 70 80 90 100 110 120 130 140 150 160 170 180 190 200 210
Trade Number

QQAQ closes above the 200ma on Opex Thursday.
Buy Opex Friday on open. Sell at 4pm ET. $100k/trade. 2000 - present.
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The bearish edge appears alive and well here. It is something traders may want to consider on
Friday morning.

| have updated the Aggregator chart below.
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With tonight’s evidence considered, the green Aggregator Line remained above zero. Positive
readings mean net expectations are for upside over the next few days. Meanwhile the black
Differential Line dropped below zero. The negative Differential Line reading means that SPX is
overbought versus recent expectations. So expectations are positive and 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 Friday. That
is highly unlikely to change. Meanwhile, the Differential Pivot will be 5661.17 on Friday. That is
0.9% below Thursday’s close. Therefore, SPX will need to close down at least 0.9% on Friday in
order to flip from overbought to oversold vs 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 neutral. Plenty of evidence is pointing higher, but Thursday’s rally put SPX
in a solidly overbought state. So I am not inclined to look for new index exposure. The big gap up
Thursday was unfortunate in that I did not receive a fill on last night’s trade idea and did not benefit
from Thursday’s move. That happens sometimes. No sense in chasing. I’ll wait for the next
strongly favorable opportunity to arrive before taking on my next SPY trade.

Intermediate-term Outlook (2 weeks — 2 months) — updated 9/16 — bullish

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

The author of Quantifiable Edges (QE), Mr. Robert Hanna, is separately affiliated with a registered investment adviser, Eastsound Capital Advisors,
LLC (ECA) d.b.a. Capital Advisors 360. 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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