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Tonight’s Research Points

o A few somewhat bearish studies from the Quantifinder are seeming somewhat
less bearish than might have appeared .

e The 1% 5-day closing low in the SPY in over 2 weeks suggests a short-term
bullish edge.

e Two unfilled gaps down also suggest a short-term bullish edge.

e Thanksgiving week provides positive seasonality — especially Wed and Fri.

e The Aggregator System remains long from Thursday’s close.

Short-term Outlook — updated 11/23

The Bottom Line

Down 3 days so far I’m not seeing strong evidence that this pullback will have teeth. In
any case history suggests a bullish edge over the next few days. Whether the bounce will
lead to a new high and continuation of the rally is up in the air. There should be a
playable bounce nonetheless.

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

Study Date Description Time span |Bias Avg Max Move
Active

November 23, 2009 2 Unfilled Gaps Dn. Close > open 1-2 days Bullish 1.60%
November 23, 2009 SPY 5 low 1st time in 10 days 1-4 days Bullish 1.60%
November 20, 2009 SPX 1% drop & Advancers 2x Decliners 1-9 days Bullish 2.90%
November 17, 2009 70% Up Issues 2 in row & SPX 50 high 1-8 days Bullish 2.40%
Active - Long Term

November 10, 2009 75% Up Issues 2 of 3 above 200 & 10 hi 1-20 days Bullish 5.90%
November 23, 2009 VIX:VXV Ratio < 0.9 2-5months  |Bearish

Dropped Tonight

November 18, 2009 20-day low vol. SPX above 10ma & 2(1-3 days Bearish

If the avg max move is achieved the study will appear in bold italic blue and no longer be
active.
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The Evidence

For the 2" day in a row the SPY gapped down and failed to close its gap. This time it did
manage to close above the open, though. The major indices were all down, with the S&P
losing 0.3%, the Nasdaq 0.5% and the Russell 2000 0.2%. Breadth was negative as the
Up Issues % closed at 41% and the Up Volume % was 36%. Total volume rose on the
NYSE but sunk on the Nasdag. SPY volume was conspicuously light.

The low SPY volume was especially unusual considering Friday was options expiration.
That triggered the below study from the July 20, 2009 Letter.

SPY posts lowest volume in a month on op-ex Friday.
Buy on close. Sell X days later. $100k/trade. 1999 - present.
Al Met | AL Totsl A Winning Al Losing | Al % | oA AvE Al Avg All Al Al By
Days Profit Trades Trades 9 Tracﬂesg Profitable Tpancl;;g l}?ggeg WE';;SS ProfitFactor TradegI
6 -12,004.29 g 2 7 2222 239629 -2,39955 1.00 029 133381
5 610770 g 3 6 3333 172734 221485 076 039 -900.86
4 385517 g 3 G 3333 2,332.86| -1,008.95 129 054  -42835
3 -2456.04 g 4 5 4444 151979 78704 0.5 073 -272a0
2 1,189.39 g 5 4 5556 180171 -1,954.78 0.z 115 13215
1 451787 g 6 3 BEET | 1,367.39 | -1,22683 1.11 225 501.99

What seemed to be strongly negative stats in July have weakened a bit thanks to July’s
rally. I’m no longer declaring this one bearish. Instead I will continue to monitor it, but
will not include it as part of the Active Studies.

That wasn’t the only study found by the Quantifinder on Friday whose implications don’t

seem quite as bearish under further examination. Below is one from the 3/30/09 Letter
that looks at a combination of low range and low volume.
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SPY posts lowest intraday range on lowest volume in 20 days.
Buy on close. Sell X days later. $100k/trade. 1999 - present
X Al et | Al Total A0 winning | Al Losing | Al % A ey || A R Al Al Al &y
DE:I.YS Profit Trades Trades Trades Profitable I Lesig 'l.-'\ﬂn.ﬂ.pss ProfitFactor Trade
Trade Trade Ratio
20 | -56,586 .32 45 22 26 4583 | 277624 | -4537.07 061 052| 1168513
19 | -60,423.04 43 23 25 4792 2,599.29| -4,808.27 0.54 0.50| -1,258.81
18 | -60,397 10 50 22 25 4400, 261143| -4230.30 062 049 -1,219.94
17 | -66,086 .06 51 23 27 4510| 2,583.79| -4648.63 0.56 0.47 | -1,29581
16 | 62,406 79 a1 26 25 5098 234321 | -4933.21 0.47 043 -1,223E6
15 | -58,397 47 51 26 25 5088 212418 -4545.04 0.47 049 -114505
14 | 49,925 73 53 a2 21 6038 205269 -5505.32 0.37 057 | -941.99
13 | -42 549 98 53 34 19 G415 206208 -594530 0.35 062 -808.49
12 | -31,965 32 54 33 21 6141 197444 452484 0.43 067 -59195
11 | -31,094 .99 85 il 24 5636 197741 -3,549.39 0.51 066 -565.36
10| -30,179.77 56 30 26 5357 220650 -3706.72 060 069 -5392
9| 23,101 81 56 il 25 5536 219659 | -3647.54 060 075  -41253
8| -7,88879 58 33 25 5690 217316 -3134.12 065 090 1360
7| -B,76474 58 il 27 5345 231130 -2978.33 0.78 ngas 15112
6| -5,26953 58 3z 26 8517 203807 -2711.07 0.7s 0.93 9085
519,507 42 &1 25 33 4590 192255 -2,222.39 0.a7 073 -31979
4| -26,967 45 &1 26 33 4590 1,509.75| -2,095.19 0.7z 0.61 442 09
3|-17,531 .02 &5 29 36 4462 1,45917 | -1 662.41 0.85 0.7 -269.71
2/ -12,70590 66 30 36 4545 110730 -1.275.69 0.a7 072 1925
11474580 &7 29 35 43.28 79805 -997.09 080 0.61 22004

Results here would seem to suggest bearish consequences both short and intermediate-
term. Not discernable above is the fact that the bearish edge was really only evident
during long-term downtrends. Applying a simple 200ma filter to the above study would
yield the following results:

SPY posts lowest intraday range on lowest volume in 20 days. Close = 200ma.
Buy on close Sell X days later. $100k/trade 1999 - present
X Al Net | AL Total AL Winning Al Losing | A% | SAvD Al Avg Al All A1 A
DayS Profit Trades Trades Trades Profitakle Hinning Losing Wnﬂ.pss ProfitFactar | Tracde
Tracde Tracde Ratio
20| 1,698 68 29 13 16 4453 201856 247740 118 0 56 -53 58
19| 378562 29 16 13 8517 246379 -2,741.15 0.0 111 130 .54
18| @481 48 30 16 14 5333 257585 245220 1.0 125 25272
17 16128 31 17 13 s484 24709 -3148.40 077 1.00 520
16| 656246 3 19 12 B129 23112 311240 074 118 211 &9
15| 860939 3 20 11 G452 200457 -2,862.00 0o 127 rr ey
14| 963679 32 Y 11 BSE3 | 200552 -2,948.10 0 i 130 302.71
13| 12,582.47 a2 23 a 7186 136676| -3,37255 055 1.41 393.20
12| 504891 33 20 13 BOE1 | 1,59047 | -2,520.0% 075 115 153.00
11| 37724 34 18 16 5294 | 209365| -2,378.93 033 099 1110
10 -&,547.19 34 17 17 S000 204675 256718 0 &0 0E0 2RO
9 851686 34 18 16 5294 134163 -2,72284 0.7 080 -253.44
& 351645 36 20 16 5556 102260 -2,620.268 075 05 10046
7| 759258 36 19 17 5276 176170 241558 073 0az 210
B -3,719.31 36 16 16 s000 172947 -1,836.10 0 & 0&3 1035
5| -2,73592 38 19 19 s000 1,43315) -1,577.15 0.9 0.9 7200
4| 259287 3 19 19 s000 127120 1,407 66 .50 0 50 B8 .25
3 243167 41 19 22 4634 107914 -1,042.51 1.04 039 -59 31
2 447355 42 23 19 54 76 B2FE3| -7IRT4 112 135 118 .42
1, 324712 43 20 23 46 51 GE259| -452.37 1.51 1.3 75.51
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Results in this case are neither bullish nor bearish. It suggests no edge provided by this
particular setup.

One study from the Quantifinder that suggested a decent upside edge was the following
from the 8/7/09 Letter, which looks at 5-days lows in the SPY after an extended absence:

SPY closes at a b-day low after having not done so for at least 10 days.
Buy on close. Sell X days later. $100k/trade. 1993 - present.

X AL Net | AL Totsl AL Winning Al Losing | Al % | S Ave Al Avg All Al Al Ay
Days Profit Trades Trades Trades Profitable winning Losing 't-'\ﬁn.ﬂ_pss ProfitFactar | Trade
Trale Trade Ratio
10| B6,693.74 a7 52 35 G382| 226055 -2095.53 1.05 1.9 G5V 26
9 5669019 a7 B 36 E289| 207505 194134 1.07 1.8 584 43
8 253M AT a7 B2 35 6392| 200273 -14966.51 1.02 1.80 27053
T 435,352.55 a7 52 35 6382 189135 211174 0.90 1.58 44595
E| 28775596 a7 =9 35 G052 170537 186425 0.9 1.42 306.97
5| 2548554 a7 59 kh) B0E2| 1539410 177212 0.9a 1.43 283 E5
4| 4081067 a7 1 35 G289 149785 140440 1.07 1.81 420,73
3 2603073 a7 a7 40 5576 1357705 13150 1.05 1.0 26536
2 1457272 a7 52 44 5361 112533 -991 .82 1135 1.34 15335
1 341929 a7 S 43 S5 E7 BE3 EE -388.79 097 1.2 8680

87% of instances posted a close above the entry
price at some point in the next week.

Stats are updated and still suggest a short-term bullish edge.

Two consecutive unfilled gaps lower in the SPY is also an unusual situation. | checked
to see if it suggested any kind of an edge.

SPY leaves unfilled downside gap 2 days in a row.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
X Al Net | Al Total &l winning| Al Losing | alee | 2k Avg Al Ave HE Al Al Ay
Days Profit Trades Trades Trades Profitable nning Losing Nnﬂ.pss ProfitFactar |  Trade
Trade Trade Ratio
100 43714353 44 28 16 E3.64 249725 -1 B35.00 1.52 267 993551
9| 3603514 44 30 14 E3.18 220676 -2154.83 1.02 218 518.98
g8| 3175115 44 28 15 6591 207647 189777 1.09 212 721E2
7| 25918585 44 28 14 G364 190927 -1967.20 0.97 194| 58906
6| 28,124 69 45 28 16 G444 183832 151167 1.22 220  E47.22
5| 20,037 31 45 31 14 6889 162608 -1526.50 1.07 236 E45.27
4| 17 51440 45 27 18 BOO0 174551 -1 63968 1.08 160 @43
3| 14,0197 45 25 20 5556 1431.03 -1,087.19 1.32 165 @182
2| 525168 45 24 21 5217 138421 133167 1.04 119 11417
1| 796433 50 29 20 5800 TEIED|  -7IBA3 1.08 154 15329
87% of instances posted a close above the entry
price at some point in the next week.

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




This would seem to suggest a bit of a bullish edge over the next week. Also notable
about the situation is that while Friday left an unfilled gap down, SPY actually closed
above its open. | filtered the above results to see about other times this had occurred.

Buy on close. Sell X days later. $100k/trade. 1993 - present.

SPY leaves unfilled downside gap 2 days in a row. Today it closed above the open.

X
Days

All: et
Prafit

319338
404303
4792 65
6 57335
555414

= kR L =N

Al Total Al Winning | Al Losing

Trades Trades

L e B R

e = R R SR

==L L kD

Al %

Profitakle

71.43
a7r14
a714
33.71
g7.a0

Al Ay

Wyinning

Trade

1,625 36
264616
233538
1,346 91

852,30

Al Avy
Lasing
Trade

-2 966 70
218054
- 51629
- 50810

38199

Al
WinlLoss
Rstio
0E2
1.2
1.524
0.s9
225

Al
ProftFactor

1.54
1.62
203
5.36
1362

Al Ay
Trace

45620
a77.56
G4 66
938.05
595.02

Every instance closed above the entry price
on at least 1 of the next 2 days.

Instances are low but strongly suggestive of a bounce in the next few days.

Seasonal influences are often cited around the Thanksgiving holiday. Therefore I
decided | would examine returns during Thanksgiving week as well as the Monday
following. Below is how the SPX has performed around Thanksgiving over the last 48
years.

Thanksgiving Week Performance Broken Down by Day of Week.
Based on $100k invested in S&P 500. 1961 - 2008.
. . Al Awviy Al Avg All:
All: Met Al Total Al Winning | Al Losing Al %% ) . All: Al Aoy
Day Profit Tradesz Trades Trades Profitable Winning LeEi i) NHLPSS ProfitFactor.  Trade
Trade Trade Featio

Mon After | -21,906 .47 45 15 30 37.50 83012 -1.22829 0.65 0.41 -456.38
Fri 17 544 .51 45 37 11 77.08 59234 -397 B3 1.48 5.0 365.51
Wed 1711961 45 35 10 79.17 G16.24 -629.74 0.95 372 356 66
Tues 4,421 B0 45 30 18 E2.50 51522 -TraT2 079 1.32 9212
Maon 1,036 54 43 al 27 4373 1,101.05 -317 .97 1.35 1.05 21.60

Monday and Tuesday don’t seem to carry a sizable edge. Monday’s total return was
actually negative prior to 2008 when it posted a gain of over 6%. Also notable is that the
Monday AFTER Thanksgiving’s stats were skewed a bit by the 2008 results. 2008 saw a
drop of over 8% on that day. Even excluding 2008 there is a bit of a bearish edge
apparent on the Monday following Thanksgiving.

Wednesday and Friday surrounding Thanksgiving have been the most consistent and
bullish days of the period. Below are the profit curves for these 2 days over the last 48
years.
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Wednesday before Thanksgiving Day performance.
SPX $100k/trade. 1961 - 2008.
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Friday afrer Thanksgiving Day performance.
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The steady upslopes are impressive in both cases. Later this week | will factor in these
seasonal forces to the Aggregator. | have updated the Aggregator chart below.
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html

TradeStation Chart Analysis - $SPX.X Daily [CBOE] S&P 500 Index EE) EEX
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Friday’s trading did little to change the Aggregator chart. Both the green Aggregator line
and the Black Differential line crept higher. Expectations over the next few days remain
positive and the SPX has underperformed expectations over the last few days. This
configuration has historically suggested a bullish edge and the Aggregator System is
currently long. With positive seasonality in force later this week, several studies
suggesting a bounce, and little evidence pointing towards further selling I’m looking to
take advantage of a move higher.

Intermediate-term Outlook (2 weeks — 2 months)— updated 11/23 —slightly bullish

The pullback of the last 3 days is nearing the 1% level of minor price support, which is
around 1085. This marks the Nov 13" swing low. Below that | am looking at the Nov 1%
lows around 1030 as a major support level. Having not broken any kind of support at this
point it would seem very early to try and call a top.

The negative divergences I noted last week in the Advance/Decline line and the New 52-
week Highs persisted this week. Until these resolve themselves the narrowing breadth
puts the market in danger of topping out. In most cases major tops have not occurred
until such divergences were in place for between 2-12 months. At this point it is just over
a month.

The VIX:VXV Ratio plunged below 0.9 this week. In the past when this ratio has gone
below 0.9, it has suggested an intermediate-term sell signal for the S&P 500 until the
ratio moves back above 1 again. Of course the last instance which triggered in July and
didn’t close until late October was a monumental failure. 1’ll be watching to see if this
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instance is effective or whether perhaps the edge has been eliminated from this particular
indicator. See the link below for more discussion. (Scroll down to the intermediate-term
section.)

2008-08-25 QE Weekly Research Letter.pdf

The bottom line is we have some bearish warnings at this point, but not bearish action.
Before I get more concerned I’ll need to see some of the following:

1) Support levels being broken.
2) SPX failing to bounce following bullish studies.
3) Bearish studies emerging.

For now I’m content to cautiously favor the long side.

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

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.

SPY - buy ¥ position at @ $109.43LIMIT ON CLOSE. I’d like to continue to scale in
should the market keep pulling back. | anticipate continuing to do so on Tuesday as well.

Active Trades Table
Symbol Entry Date |Entry PricdCurrent Pr]% Gain/Lo|Stop Notes
SPY(1/4) 11/20/2009] $109.25 | $109.43 0.16%
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clients of Hanna Capital Management, LLC may have positions or other interests in securities (including derivatives) directly or
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