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Market Overview
Summary of Recent Active Studies (see http://QuantifiableEdges.blogspot.com or
Letters from listed dates for details)

Study Date Description Time span |Bias
Active

August 7, 2009 2 Days Down In Chop 1-3 days Bullish
Active - Long Term

August 4, 2009 75% Up Issues 2 of 3 Days 1-20 days Bullish
July 14, 2009 VIX:VXV hits 100-day low 1-20 days Bearish
July 13, 2009 Nasdag/NYSE Volume High 1-20 days Bearish
July 14, 2009 VIX:VXV drops below 0.9 2-5months |Bearish
June 1, 2009 Nasdag Relative Strength Leading Bullish
Dropped Tonight

August 6, 2009 Equity p/c 25% below norm 1 day Bearish
August 3, 2009 2 Days Up In Chop 1-4 days Bearish
July 31, 2009 5 low to 10-high 1-5 days Bearish

If the avg max move is achieved the study will appear in bold italic blue and no longer be
active. With the reduced market volatility I am no longer requiring a move of Avg max +
Y Std Dev. To reach the target.

Short-term Outlook (1-5 days) — updated 8/7 — neutral

For the first time in a long time the market actually underwent a bit of a broad selloff.
The major indices were all lower. The Nasdaq led the way south with a 1% decline while
the S&P dropped just over 2%. NYSE Up Issues % was 37% which is the lowest in a
month though still not at all extreme. The Up Volume % was barely negative at 49%.
Total volume declined from Wednesday but remained above recent levels.

The QQQQ closed at a 5-day low today. This is the 1* time it has closed at a 5 day low
in 21 days. It seemed to me that the 1% decent pullback after a long run higher could
provide a bullish edge. So | tested it. There were only 7 previous instances of runs of
20-days or longer. In a search for more meaningful results | lowered the requirement to
10-days. Those results are below:
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QQQQ closes at a 5-day low after not doing so for at least 10 days.
Buy on close. Sell X days later. 2000 - present.

¢ X _ A Total Al Winning| A1 Losing | A s o Avg Al Avg Al Al Al By
Days Al NetProfit | es Trades Trades | Profitable U\;nnlng Losing | WINLOSS o fikactor Trade
rade Trade Ratio
10 a0,730.59 24 32 l 9926 S8V -5348554 1.1 1.69 939,46
9 45,904 37 54 32 22 5926 3622581 -3046E1 1.149 1.73 05 64
g 44 527 57 24 il 22 a7 365042 | 314843 117 1.65 3014
7 45332 681 54 33 al E1.11 361147 351647 1.03 1.61 53949
B 1 554 .35 24 30 24 9556 3589368 -269275 1.44 1.80 960,52
5 3677054 54 K 23 5741 324077 -27E9.27 1147 1.58 E50.94
4 12181 .50 24 30 23 9556 2611584 257725 0.5 1.18 22355
3 16,024 .39 24 29 25 9370 262858 240817 1.09 1.27 29675
2 2249287 24 34 20 E286 162155 -1 63205 0.99 1.69 416.53
1 10,833,753 24 35 19 64.51 1,057.06 | 1373297 077 1.42 201.00

/8% of instances closed above the trigger day
close within 2 days.

There does appear to be a small edge based on the size of the average trade. The winning
percentage is a bit disappointing. It isn’t much better than random. In all I’d say there’s
a mild edge that mostly plays out in the 1* 2 days.

While the SPY did not qualify under this scenario | decided to also run the stats on that as
well.

SPY closes at a 5-day low after not doing so for at least 10 days.
Buy on close. Sell X days later. 1993 - present.
¢ X | mlTotsl AL Winning Al Losing | Al % | oL AvE Al Avg All Al Bl S
DEWS All-hlet Profi Trades Trades Trades Profitable Winning Losing v\ﬁn.l'l_pss ProfitFactar | Trace
Trade Trade Ratio
10 BTS1 47 o B 33 BSE3  217E15 21226 103 186  EOA45
9| 5370895 9 B2 34 B458 20i0RE -153980 1 04 183 EI155
8| &RF2508 o G a5 B354 147943 -1 53211 1 0 188 53084
7| 4019374 o B2 34 B456 | 1AR245  -1.049 36 0 95 174 =1243
B| aR04594 a7 il a7 B186 171226 180243 045 154 3716
5| 3405784 a7 il 3 6186 150508 171214 043 185 35121
4| 4434082 a7 g2 35 §382 150890 -140603 107 180 45712
3| 2854389 a7 58 39 5873 137733 131338 105 158 29530
20 1821112 a7 42 5567 111276 -997.10 112 143 18774
1 556633 a7 54 43 5567 84995 -38317 093 1.23 8831

Average trade is a little weaker but winning % is a little stronger. In all results are not
much different than for the QQQQ’s. A somewhat mild edge.

With the market closing lower for the 2™ day in a row the “2 Days Down In Chop”

strategy triggered a buy signal. Below is an updated strategy report for the simple
system:
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SPX closes lower 2 days in a row. Buy af close. Sell next profitable close
up to 3 days later. At close of day 3 sell regardless of profitability.
$100kfrade. 6/1/2007 - present.

radeStation Performance Summary Collapse &
Al Trad
Total Met Profit £44 552,94  Profit Factor 2,23
Gross Profit £80,654,.50 Gross Loss {(£36,101.56)
Total Mumber of Trades 64 Percent Profitable 85.94%
Winning Trades EE  Losing Trades 9
Even Trades a
bwg. Trade Met Profit $£6965.14  Ratio Avg. Win:Avg. Loss 0.37
Avg. Wiinning Trade $£1,456.45 Awvg. Losing Trade {£4,011.28)
Largest \Winning Trade $£10,716.03 Largest Losing Trade {(£10,506.45)

And here is an updated equity curve. Note it hit a new high with the last trade.

2 Days Down In Chop Equity Curve
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The Aggregator chart is updated below.
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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The green Aggregator line is just a small fraction below 0 while the black Differential
line is just above it. In other words the outlook based on the Aggregator chart is almost
perfectly neutral. There were 3 bearish short-term studies that all expired today. That
means only the “2 days down in chop” is left along with a few longer-term studies.

From an index trading standpoint based on the active studies there isn’t much to do other
than wait for the next edge to avail itself. Tomorrow may be heavily influenced by the
employment report so it will be interesting to see the reaction to that.

There are a decent number of short-term triggers appearing on the triggers page. When
so many stocks appear to have a bullish edge that can often have bullish consequences for
the market as well.

Intermediate-term Outlook (2 weeks — 2 months)— updated 8/3 — neutral

The intermediate-term outlook remains muddled. On the one hand, momentum certainly
favors the long side at the moment. The market has failed to pull back in any meaningful
way in several weeks, while tacking on strong gains. On the other hand momentum
appears to be slowing a bit, bearish signs remains, and there appears to be a lack of new
catalysts.
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On the bullish side of the ledger the Nasdag/S&P 500 Lead/Lag system continues on its
long signal. The Nasdaq’s lead has shrunk a bit lately and some underperformance this
week could see the indicator flip to bearish. It may be worth keeping an eye on this one.
As has been demonstrated the last couple of weeks, momentum can be a difficult thing to
fight. From a technical standpoint there is very little resistance in the S&P 500 for near
200 points (another 20% rise?) once 1000 is topped.

On the bearish side the VIX:VXV ratio is still suggesting a rise in volatility (and likely a
tumble in stocks) is ahead. Also, the Nasdag:NYSE volume ratio continues to suggest
caution. We’ve already come a long way without much of a pause the last few months
and at some point the market will correct — perhaps sharply.

It’s a bit late to join the bullish parade and perhaps too early to start a bearish one. My
focus will remain on the shorter time frames.

Catapult and Capitulative Breadth Statistics

(Catapult Presentation Part 1) (Catapult Presentation Part 2)
Open Catapult Triggers

none

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI -0
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http://quantifiableedges.googlepages.com/CatapultandCBI.ppt-voice2.ppt

Additional New Trade Ideas
A full listing of system triggers can be found at the system triggers 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. There are several triggers on the system page tonight. I’ll watch the 2
entered today and then see how the market plays out over the next day or so before
looking to initiate new ones.

Active Trades Table

Symbol Entry Date |Entry PricgCurrent Pr]% Gain/Lo|Stop Notes

SPY(s)(1/4) 8/3/2009 $99.85 $99.89 -0.04% covered on close
INTC 8/6/2009 $18.70 $18.70 0.00% bought on close
TGT 8/6/2009]  $41.71 $41.71 0.00% bought on close

This report has been prepared by Hanna Capital Management, LLC and is provided for information purposes only. Under no
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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 Hanna Capital Management, LLC.

Copyright © 2009 Hanna Capital Management, LLC.

Hanna Capital Management, LLC 16 Hillcrest Rd., Medfield, Massachusetts 02052 781-956-6952



http://www.quantifiableedges.com/members/systems.php

