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Market Overview

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

Signals Overview

Aggregator CBI Reading
Long 0

Tonight’s Research Points

e Sharp drops that close poorly have often seen a reversal the next day — even when they do
not follow a short-term low.

e A VIX crossing over 35% above its 10ma and with a reading over 30 suggests strong
reward/risk for the bulls.

e Similar employment days have had a bit of a rough go.

Short-term Outlook

The Bottom Line

The Aggregator is bullish, but evidence is light, volatility is high, and visibility is poor. 1 am
content to remain sidelined.
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The Evidence

Thursday we found out what happens to the stock market when the US pisses off every other
country in the world all at once. SPX fell 4.8%, the NASDAQ dropped 6.0%, and the Russell 2000
tumbled 6.6%. It was the worst day for SPX and NASDAQ since 2020. Breadth was weak as the
NYSE Up Issues % closed at 13% and the NYSE Up Volume % posted a 12% reading. NYSE
total volume rose some from Wednesday’s level.

There were several studies tonight that looked at strong moves lower. A couple of aspects of large
selloffs that have influenced the odds of a strong bounce the next day (or several days) are 1)
whether the drop occurred from a point that was already low (such as a 5-day low close the day
before, and 2) whether the market closed near the low end of its range. (Within 1% of its intraday
low was used in a few studies.) In the 4/2/20 letter | looked at the combination that we saw on
Thursday, which was a close within 1% of the intraday low, but without a 5-day low occurring the
day before. | have updated that study below.

SPY closes down > 3% and within 1% of its intraday low.Yesterday it did NOT close at a 5-day low.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
i All: All: ) All: Max All: Max | All: Avg All: Avg All: ) i
All: Net Profit A_:_Ir.a'gc;tsal Winning Losing PrAc‘Iil'l.tao/t’:Ie Winning Losing Winning Losing | Win/Loss Proﬂ?lI:Iéctor A.:.Ir'a'z‘;g
DayS Trades Trades Trade Trade Trade Trade Ratio

5 15,154.75 42 22 20 52.38 11,319.28 -17,935.50 4,152.82 -3,810.37 1.09 1.20 360.83
4 32,642.94 43 23 20 53.49 14,158.80 -12,890.18 4,224.54 .3,226.07 1.31 1.51 759.14
3 38,350.50 46 28 18 60.87 9,756.90 -10,567.08 3,422.94 -3,193.99 1.07 1.67 833.71
2 6,760.65 47 25 22 53.19 6,436.07 931590 2,779.566 -2,851.29 0.97 111 143.84
1 24,803.00 47 27 20 57.45 854763 -7,417.30, 2,119.34| -1,620.96 1.31 1.77 527.72

We see here what appears to be a moderate 1-day upside edge. A profit curve using a 1-day holding
period is below.
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SPY closes down > 3% and within 1% of its intraday low.Yesterday it did NOT close at a 5-day low.

27000 Buy on close. Sell 1 day later. $100k/trade. 1993 - present.
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The chart here is quite choppy. Still, it does appear to have demonstrated an upslope over longer
periods. Overall this study appears worthy of 1 day of consideration.

In that 4/2/20 letter | also looked at the low close when it did follow a 5-day low. You can see
those updated results below.

SPY closes down > 3% and within 1% of its intraday low.Yesterday closed at a 5-day low.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
i All: All: i All: Max All: Max | All: Avg All: Avg All: ) i

D All: Net Profit A.:_I' L’otal Winning | Losing PAI'I_'J;';I Winning Losing Winning Losing Win/Loss P fl:'lzl " A_:_I.ﬁvg

ay rades | frades | Trades ' 'CMA%€ | Trade Trade Trade Trade Ratio el e rade
\ 5 90,451.88 33 26 7 78.79 19,398.00 -12514.32 437422 -3,325.40 1.32 4.89 2,740.97
4 60,670.78 35 22 13 62.86 17,914.00 -8,109.60 4,279.08 -2,574.53 1.66 281 1,733.45
3 33,831.77 36 20 16 55.56 14,708.85 -11,518.47 4,010.42 -2,898.54 1.38 1.73 939.77
2 60,148.80 37 28 9 75.68 12,693.50 -9,320.67 3,129.30 -3,052.39 1.03 3.19 1,625.64
1 53,279.73 38 26 12 68.42 11,683.71 -4,080.40 284690 -1,728.31 1.65 3.57 1,402.10

Quite a contrast. These numbers are much stronger. Not only is the 1-day about 3x better on
average, but the edge has persisted out to 5 days as well.
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Also notable was the action in the VIX, which rose nearly 40% on Thursday. An interesting study
from the Quantifinder was from the 8/6/24 letter. It notes not only that the VIX is relatively
stretched on a short-term basis, but that the VIX reading is also somewhat high on an absolute
basis. Over the years | have found that short-term stretches are not as impactful when the stretch
is coming from a very low level. This is the reason the VIX > 30 is also included as a filter. Of
course with the VIX closing at 30.02 on Thursday, current action just barely qualified. Results are
updated.

VIX crosses > 35% above its 10ma and closes > 30.
Buy SPX on the close. Sell next day's close. $100k/trade. 1990 - present.
70000
radeStation Performance Summa
All Trades
60000 Total Net Profit $61,113.84 R
Gross Profit $63,269.75 // :
Gross Loss ($2,155.91) "
Profit Factor /
s0000/ Total Number of Trades 19
Percent Profitable
Winning Trades 16 Date Side  Price %Chg  Runup/Ddn
H 10/27/1997 Buy $876.97 5.12% $5,257.68
Losing Trades 3 10/28/1997 Sell  $921.86 ($2,473.80)
9/17/2001 Buy $1,038.77 -0.58% $734.40
Even Trades 0 9/18/2001 Sell  $1,032.74 ($913.92)
40000 9/17/2008 Buy  $1,156.42 433%  $4,705.92
9/18/2008 Sell $1,206.51 ($1,971.12)
& Avg. Trade Net Profit 10/10/2008 Buy $899.22 11.58% $11,855.91
~ H H 10/13/2008 Sell $1,003.35 $0.00
= Avg. Winning Trade $3,954.36 5/6/2010 Buy $1,128.15 -1.53%  $614.24
=] i 5/7/2010 Sell  $1,110.88 ($2,992.00)
o AVg_' Losmg Trade ($718'64) 5/20/2010 Buy  $1,071.59 1.50%  $1,727.01
w Ratio Avg. Win:Avg. Loss 5.50 sm;zow Sell 31,087 69 (};,459,17)
- . 8/4/2011 B 1,200.07 -0.06% 1,497.32
300001 | argest Winning Trade $11,558.43 T 8/5/2011 sell 3119938 " (s054.54)
- 8/8/2011 Buy $1,119.46 4.74%  $4,754.38
Largest Losing Trade ($1,519.76) 8/9/2011 Sell  $1,172.53 ($1,594.88)
B 8/10/2011 Buy $1,120.76 4.63% $5,832.17
8/11/2011 Sell $1,172.64 $0.00
2/5/2018 Buy $2,648.94 1.74%  $1,927.70
2/6/2018 Sell $2,695.14 ($2,067.19)
12/24/2018 Buy $2,351.10 4.96% $4,899.72
20000 . s . i . Y N - 3 B - B i . s . g . . 12/26/2018 Sell $2,467.70 ($189.84)
3/9/2020 Buy $2,746.56 4.94%  $4,897.08
3/10/2020 Sell $2,882.23 ($452.16)
3/12/2020 Buy $2,480.64 9.29% $9,227.60
3/13/2020 Sell $2,711.02 $0.00
3/16/2020 Buy  $2,386.13 6.00%  $6,879.80
3/17/2020 Sell $2,529.19 ($782.69)
6/11/2020 Buy  $3,002.10 1.31%  $2,848.56
10000 6/12/2020 Sell  $3,041.31 ($581.79)
B 1/27/2021 Buy $3,750.77 0.98% $2,072.98
1/28/2021 Sell  $3,787.38 $0.00
: 12/1/2021 Buy $4,513.04 1.42% $1,813.24
12/2/2021 Sell  $4,577.10 ($182.82)
: 4/26/2022 Buy $4,175.20 0.21% $1,506.73
4/27/2022 Sell $4,183.96 ($282.90)
8/5/2024 Buy $5,186.33 1.04% $2,394.19
0 8/6/2024 Sell $5,240.03 $0.00
1 2 3 4 5 6 7 8 9 10 1 12 13 14 15 16 17 18 19
Trade Number

Instances are just a little lower than I'd prefer, but the stats are very strong. The average
performance the day after the setup has been a 3.2% gain. That is a huge average for just a 1-day
trade.

This next study looked to see what happened when SPX closed at a 50-day low right before an
Employment Day. It is updated from the 3/7/25 letter.
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SPY closes at a 50-day low the day before an employment day.
Buy on close. Sell next day's close. $100k/trade. 2000 - present.

SfHAvT Hoy SR =HEEHEE
9/7/2001 Sell  $1,085.78
All Trades 6/6/2002 Buy  $1,029.15 -0.16%
Total Net Profit ($6,267.88) 6/7/2002 Sell  $1,027.53
2/6/2003 Buy $838.15 -1.01%
IO OO SO SN gmss E’C’ﬂt ; $i85§4éis_ 2/7/2003 Sell  $829.69
ross L0SS ($7,152.84) 8/5/2004 Buy  $1,080.70 -1.55%
Profit Factor 2 8/6/2004 Sell  $1,063.97
10/6/2005 Buy  $1,191.49 0.37%
Total Number of Trades 13 10/7/2005 sell  $1,195.90
Percent Profitable 3/6/2008 Buy  $1,304.35 -0.84%
2000 . Winning Trades 4 3/7/2008 Sell  $1,293.37
Losing Trades 9 7/2/2008 Buy $1,261.53 0.11%
Even Trades 0 7/3/2008 sell  $1,262.90
3/5/2009 Buy $682.55 0.12%
Avg. Trade Net Profit » 3/6/2009 Sell $683.38
Avg. Winning Trade $ 24 2/4/2010 Buy $1,063.11 0.29%
2000 : Avg. Losing Trade ($794.76): 2/5/2010 Sell $1,066.19
- Ratio Avg. Win:Avg. Loss 0.28 7/1/2010 Buy  $1,027.37 -0.47%
@ Largest Winning Trade $366.03 7/2/2010 Sell  $1,022.58
2 Largest Losing Trade ($1,855.80) 8/4/2011 Buy  $1,200.07 -0.06%
2 - 8/5/2011 Sell  $1,199.38
] 1/7/2016 Buy  $1,943.00 -1.08%
1/8/2016 Sell  $1,922.03

-4000 11/3/2016 Buy $2.088.66 -0.17%

11/4/2016 $2,085.18

-5000

60003 PR PP PP

Trade Number

Instances are low, but this is not encouraging for the bulls. I did add it to the active list tonight.

I will also note that all of the other studies on the Short-Term Active List tonight were removed.
The strong move Thursday caused them to either reach their targets, or go more than a standard
deviation beyond a typical max drawdown. In volatile markets like we are in, it is fairly common
to see studies being removed early for these reasons. Among other benefits, it allows for a more
flexible mindset when considering the evidence on a day to day basis.

Perhaps most notable to me about the studies that triggered tonight was that none of them showed
a strong edge exhibited beyond just one day. Evidence is leaning towards a bounce on Friday, but
there is no substantial visibility into even next week. You’ll also notice below that the CBI is sitting
at zero. So despite the strong selloff, a large multi-day bounce is not necessarily imminent.

| 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 rose above zero. Positive readings
mean net expectations are for upside over the next few days. Meanwhile the black Differential
Line also rose 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 flipped to long at the close.

Based on the current list of active studies, expectations are set to turn flat on Friday. This could
easily change if additional evidence emerges. Meanwhile, the Differential Pivot will be 5632.66.
That is 4.4% above Thursday’s close. So for SPX to flip from oversold to overbought versus
expectations it will need to close up at least 4.4% on Friday.

So the Aggregator is bullish. But as | noted above, visibility is very short-term. And with volatility
extremely high, I am not feeling compelled to jump into a new position. And while odds suggest
a bounce on Friday, the employment report could easily change the mood and the outcome for the
day. As a trader it is not my job to catch every swing. | try and preserve capital while | wait for the
most compelling setups to emerge in order to give myself favorable odds to profit. In an
environment like this, 1 am content standing aside until 1 have more conviction and a better
reward/risk setup.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 3/31 — neutral

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
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