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Tonight’s Research Points

e A 90% up day after SPX already having rallied 2 days has typically been followed
by more upside over the next 2-3 weeks.

Short-term Outlook
The Bottom Line
Expectations are now positive but the SPX is strongly overbought. 1’m looking to get flat

and await the next favorable entry opportunity.

Summary of Recent Active Studies (see Letters from listed dates for details)

Study Date Description Time span [Bias Avg Max Move
Active

June 6, 2012 2 up after 20low. Close<3days ago<200|1-2 days Bearish

June 5, 2012 SPX up on poor breadth 1-3 days Bearish

June 5, 2012 Weak bounce after 1.75% drop 1-4 days Bearish

June 4, 2012 Big drop on Friday 1-6 days Bullish 3.20%
June 1, 2012 End-of-month decline 1-5 days Bullish 2.50%
Active - Long Term

June 7, 2012 90% up day on 3rd day ofrally 1-14 days Bullish

May 21, 2012 CBI > 10. 1-20 days Bullish 6.80%
February 1, 2012 Golden Cross int term Bullish

December 5, 2011 POMO activity flat to negative int term Bearish

Dropped Tonight

May 7, 2012 QQQ 5 lower lows. Today biggest drop. [1-20 days | Bullish 12.30%

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

The market put in a strong showing on Wednesday. It gapped up, never retraced, and
finished near its highs. The SPX gained 2.3%, the Nasdaq rallied 2.4% and the Russell
2000 rose 2.6%. Breadth was extremely positive as the NYSE Up Issues % came in at
87% and the Up Volume % was 93%. Total NYSE volume rose above the levels of the
last two days.

There were a few studies that triggered tonight, but only 1 that | found compelling after
close examination. It looked at other times the SPX rose for at least 3 days in a row and
the NYSE Up Volume % came in > 90%. It was last seen in the 3/14/12 letter. | have
updated the results below.

SPX closes higher for at least the 3rd day in a row and NYSE Up Volume % = 90%.
Buy on close. Sell X Days later. $100k/trade. 10/20/87 - present.

X | Aunet | D iog| Losing £ | Winning | Wining | Losing | Losing |wiLoss, AL | AUAVS

Days Profit Trades Trades Trades e Trade Trade Trade Trade Ratio Proftfacton  Trade

20 3841014 19 12 7 63.16| 469329 14,074.06| -2558.48| -5,856.30 1.83 314 2 .

19| 28,055.41 19 13 5 68.42| 363590| 59897.86| -3,201.8%| -7,086.20 1.14 246 1478

18| 31,709.11 19 14 5 73.68| 338597 861973 -3,138.90) -4913.70 1.08 302 1,65

17| 41,204.74 19 14 5 73.68| 381423 1127042 -2438.89 -5,553.80 1.56 438| 2168867
16| 45 447.57 19 15 < 78.95| 362716 12204.08) -2,23957| -5,770.50 1.62 6.07| 2,391.58
15| 44 306.45 20 14 5 70.00| 395879 11,12412) -1,852.76| -5,239.30 2.14 499 221532
14| 43,251.30 20 17 3| B85.00| 286019 802522 -1,790.62| -2,533.16 1.60 9.05| 216257
13 21 16 5 76.19| 2,448.37 748465 -1,512.400 337370 1.62 518 1,50528
12 21 16 5 76.19| 242142 7T,583.70 186273 -2,355.10 1.45 485 1,445.00
11 21 13 ] 61.90 2 67596 8,671.60 903689 -24595.80 2 96 481 1,31228
10 21 15 8 7143 262633| 1092196 -196389( -2811.20 1.33 333 131341
9 21 15 8 7143 231021 839762 -154799| 228827 1.45 373 120788
] 21 15 8 7143 220413 7,354 80| -2168553| -3,753.26 1.02 254 955 64
T 2447210 21 14 T 6667 | 2358188 9555994 122771 272473 1.92 385 1,18534
6| 1725013 21 13 8| 6150| 227567 508885 -153870 -3,45782 148 24 2823.34
5 13,192.88 21 16 5 76.19| 1,777.84| 4428590 -3050.52 -5895.81 0.58 1.88 628.23
4| 11,959.29 21 16 5 76.19| 1,519.33| 580013 -2470.00| -5,719.83 0.82 1.97 555.45
3| 3a.40 21 14 7 8667 134241 364154 -2253683 -5288.72 0.50 1.19 143.73
2| 4383660 21 16 5 76.19 0482 447984 -1,928.11 &,004.54 0.47 1.50 230.31
1 5,114.85 21 9 12 42,86 951.74| 2,860.08 -285.07 ) -1,140.30 3.26 2.44 243.55

Results here all point north — especially when you look out 2-3 weeks. Below | have
listed all 20 instances with a 14-day holding period.
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SPX closes higher for at least the 3rd day in a row and NYSE Up Volume % = 90%.
Buy on close. Sell 14 Days later. $100k/trade. 10/20/87 - present.
Date/Time Signal Price % Profit Run-up

Drawdown
10/29/87 Buy $244.77 0.32% $5,071.44
11/18/87 Sell $245.55 ($2,913.12)
05/12/89 Buy $313.84 3.72% $3,746.04
06/02/89 Sell $325.52 £0.00
05/11/90 Buy $352.00 3.17% $3,271.68
06/01/90 Sell $363.15 ($17.04)
01/02/03 Buy £909.03 (2.39%) $2,862.20
01/23/03 Sell $887.34 ($3,535.40)
03/17/03 Buy $862.79 1.86% $3,807.65
04/04/03 Sell £878.85 ($2,197.65)
03/21/07 Buy $1,435.04 0.27% $944.61
04/11/07 Sell $1,438.87 ($1,803.66)
11/26/08 Buy $887.68 1.89% £3,401.04
12/17/08 Sell $004.42 ($8,062.88)
03/12/09 Buy $750.74 8.04% $10,933.93
04/01/09 Sell £811.08 ($1,101.24)
04/02/09 Buy $834.38 2.10% $4,008.75
04/23/09 Sell $851.92 ($2,362.15)
07/15/09 Buy $032.68 7.82% $7,965.08
08/04/09 Sell $1,005.65 ($559.61)
08/21/09 Buy $1,026.13 1.62% $2,138.85
09/11/09 Sell $1,042.73 ($3,313.52)
11/09/09 Buy $1,093.08 0.23% $1,875.51
11/30/09 Sell $1,095.63 ($849.94)
03/05/10 Buy $1,138.70 2.37% $3,653.13
03/25/10 Sell $1,165.73 ($320.60)
07/13/10 Buy £1,005.34 2.79% £2,008.36
08/02/10 Sell $1,125.86 ($3,400.86)
09/03/10 Buy $1,104.51 4.00% $3,005.10
09/24/10 Sell $1,148.67 ($1,202.40)
07/01/11 Buy $1,339.67 0.40% $1,243.94
07/22/11 Sell $1,345.02 ($3,237.50)
08/15/11 Buy $1,204.49 (2.53%) $2,176.26
09/02/11 Sell $1,173.97 ($6,922.20)
10/06/11 Buy $1,164.97 6.61% $7,784.30
10/26/11 Sell $1,242.00 ($1,250.35)
11/30/11 Buy $1,246.96 (0.45%) $1,608.00
12/20/11 Sell $1,241.30 ($3,567.20)
03/13/12 Buy $1,395.96 1.64% $1,875.82
04/02/12 Sell $1,418.90 ($645.29)

A couple of instances have faltered recently, but the upside edge still appears to be intact
and the total gains are again hitting new highs. While the short-term inclinations are not
terribly strong, | did include this study on the intermediate-term active list.
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| have updated the Aggregator chart below.
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As anticipated last night the green Aggregator line turned positive. Readings above 0
mean net expectations from the Active List are for upside over the next few days.
Meanwhile the black Differential Line took a dive well below zero. This means the SPX
is short-term overbought versus expectations. So net expectations are bullish but the SPX
is overbought versus recent expectations. This is considered a neutral configuration.
Neutral configurations are visible on the chart whenever both lines close on opposite
sides of 0. This meant the Aggregator System remained flat at the close. This was
indicated as likely on the systems page before the bell.

Expectations on Thursday are set up to remain bullish. Of course with only a few studies
active on the short-term list this could easily change depending on what studies emerge.
Meanwhile, the Differential Pivot will be 1,281.52 on Thursday. This means the SPX
would need to close at or below that level in order to turn the Differential Line positive,
signaling an oversold market. That would be a drop of 2.6% - an unlikely 1-day drop. A
more likely scenario would be a multi-day decline or consolidation to wear off the
overbought condition.

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



http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html

Evidence suggests the market could still move higher from here, but the SPX is now as
overbought as it has been in months. So rather than push it further, I will look to exit the
last of my index position (the QQQ lot) and take the loss. Now seems like an opportune
time to get flat and await the next compelling entry opportunity. | took nice profits in
most of the Catapults on Wednesday, with only 2 lots of BAX remaining. It won’t take
too much of a rise on Thursday for BAX to trigger an exit as well.

I should also note that while the 3-day expectations that the Aggregator uses are positive,
expectations for just Thursday are actually negative. This is why the 1-day risk/reward at
the top of the letter is “-2”.

Intermediate-term Outlook (2 weeks — 2 months)— updated 6/4 — neutral
The intermediate-term outlook was last updated in the 6/4 letter. A link is below.

2012-06-04 QE Subscriber Letter.pdf

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

BAX — 1/3 @ $50.17 (bought @ limit)

BAX — 1/3 @ $50.06 (bought) — 2" lot

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI — 2/1 (BAX-2)

Additional New Trade ldeas

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.
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http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMi0wNi0wNCBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzM4ODc4MTkxLDAuMC4wLjAsMCxlYWI1NDE3MDNlNjM5YmZhYjMzMzliMmMyNTExYjY1MA%3D%3D/2012-06-04%20QE%20Subscriber%20Letter.pdf
https://my.dimdim.com/view/all/quantifiableedges/default/9d0021f0-1eae-451c-8ba3-6b2f23ec2df3
http://www.quantifiableedges.com/members/systems.php

Current Open Trade ldeas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss |Stop Notes

QQQ(1/4) 5/7/2012 $64.31 $62.52 -2.78% sell @ $62.52 limit
MCD(1/3) 6/1/2012 $87.47 $88.66 1.36% sold on close
MCD(1/3) 6/4/2012 $86.53 $88.66 2.46% sold on close
BAX(1/3) 6/4/2012 $50.17 $50.36 0.38% Catapult
EMC(1/3) 6/4/2012 $23.18 $24.38 5.18% sold on close
JPM(1/3) 6/4/2012 $31.00 $32.79 5.77% hit intraday stop
MCD(1/3) 6/5/2012 $86.27 $88.66 2.77% sold on close
BAX(1/3) 6/5/2012 $49.92 $50.36 0.88% Catapult
EMC(1/3) 6/5/2012 $22.82 $24.38 6.84% sold on close

Catapult exits were hit in MCD, EMC, and JPM. All three of these positions were exited
as described in the intraday updates sent to gold subscribers.
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