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Signals Overview

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Long 100% Long XIV Flat Flat

Tonight’s Research Points
e When SPY goes over two weeks without closing at a five day low, the first five
day low can often be bought and held for a short-term profit.

e 2% down days during uptrends used to provide a very favorable edge. In recent
years there hasn't seemed to be any edge.

Short-term Outlook
The Bottom Line
The Aggregator flipped from bearish to bullish with Thursday's big selloff. I will look to

take advantage of this with a small long position. Evidence is not overly compelling
though, so I will keep my exposure small for now.
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Summary of Recent Active Studies (see Letters from listed dates for details)

Study Date Description Time span [Bias Avg Max Move
Active

June 22,2012 SPY closes at 5-day low 1st time > 2 wks|1-4 days Bullish 1.60%
June 19, 2012 SPY low vol 20, high price 10. 1-4 days Bearish

June 18, 2012 SPX up 1%-2% opex week 1-5 days Bearish -1.40%
Active - Long Term

June 18, 2012 POMO modestly bullish int term slight bull

June 13, 2012 FTD with modest breadth & vol int term Bearish

June 12, 2012 SPY shigh, 3low, 3low close. 1-10 days Bullish 3.30%
June 7, 2012 90% up day on 3rd day ofrally 1-14 days Bullish

February 1, 2012 Golden Cross int term Bullish

Dropped Tonight

June 18, 2012 SPY low vol. VIXlow close. Opex. 1-4 days Bearish -1.90%
June 21,2012 VX0 > 15% below1oma for 3 days |1-2 days Bearish -1.85%

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

The Evidence

The market had been giving signs that it was likely to pull back. But I had been hesitant
to enter with the QE Buying Power Index high and a Fed Day approaching. Those
conditions were relieved on Wednesday and the market started to pull back. Thursday
the selloff kicked in to full gear. The SPX fell 2.2%, the Nasdaq lost 2.4% and the
Russell 2000 declined 2.5%. Breadth was strongly negative as the NYSE Up Issues %
came in at 19% and the Up Volume % was just 6%. Total NYSE volume rose to the 2™
highest level in the last 2 weeks — eclipsed by only last Friday’s op-ex day.

Thursday was the 1% time the SPY managed to close at a short-term low in a while. In
the 3/22/12 subscriber letter I showed a study that examined results when the SPY closed
at a 5-day low for the 1* time in over 2 weeks. | have updated that study below.
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SPY closes at 5-day low after not having done so for at least 10 days.
Buy on close. Sell X days later. $100k/trade. 1994 - present.
_ All: All: All: . Al Avg Al Max Al Avg All: Max All: _ .
X ;:Jlmp:_st Total Winning Losing Prul’r-tahle Winning Winning Losing Leosing |Win/Loss PruﬁtAFILctDr ﬁ_‘r”é;;;g
Days Trades| Trades |Trades Trade Trade Trade Trade Ratio

10| 8735241 114 75 39 6579 216878 352510 -1932386| 862354 1.12 216 765625
9| 74,829.57 114 75 39 65.79| 198553 8,933.76| -1,851.15| -5,709.58 1.06 203 §55.40
8 7243817 114 75 38 6579 191225 8590838 185791 -7, 11348 1.02 202 §35.42
7| 5783045 114 T4 40 5491 183558 685152 195007 -7,790.40 0.54 1.74 507.28
6 4877475 114 72 4z 6316, 188838 8523592 -174539| -9550.44 0.95 164 410.30
5| 48,168.33 114 72 41 63.16| 1,603.81 5,103.89 ) 164161 450644 0.98 172 422 53
4| 5832470 114 a5 39 6579 147404 65594143 -133918| 524455 1.10 212 511.62
3| 38116.47 114 1 43 8228 131487 5888.16 1,284 54 5,295.84 1.02 1.69 334 38
2| 23,818.23 114 63 50 55.26 1151.21 3,809.72 -87416 3,737.28 1.18 1.49 208.93
1] 11,441.33 114 63 51 55726 858 00 281220 -83554 3,909.03 1.03 1.27 100.36

100 of 114 instances (88%) closed above the

entry price at some point in the next week.

Results here suggest a moderate upside edge. With the 4-day exit appearing to be
compelling from a % Profitable, Avg Trade, and Profit Factor standpoint | ran an equity
curve with it.

SPY closes at S-day low after not having done so for at least 10 days.
Buy on close. Sell X days later. $100kitrade. 1994 - present.
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After showing a pretty consistent upside edge for nearly 60 instances, it chopped a bit.
Over the last 20 trades or so the edge seems to have reasserted itself. The implication
here is that steady moves higher normally wither before they die, and the market will
likely experience a bounce in the next few days.

There were a few fairly old studies identified by the Quantifinder that suggested a 1-day
drop of the magnitude we saw on Thursday is often exhaustive when the market is above
the 200ma. Some common filters were 2% drops and poor finishes. | combined a few
requirements and came up with the below study.

SPY declines = 2% and closes in the bottom 10% of daily range.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
. All: All: All: . Al Avg All: Max Al Avg All: Max All: . _
X ﬁ;lr.uh:_:t Total \Winning |Losing Prufr.table Winning Winning Losing Losing [Win/Loss PrufﬁAIJgdur ﬁ.kll.t;\j:g
Da‘."'s Trades| Trades (Trades Trade Trade Trade Trade Ratia
10| 4556325 3 19 12 6129 442816 528224 -3,130598| 14,007 15 1.41 224 150204
0| 6516083 33 25 8| 7576| 366256| 758577 -3,300.40|-10,038 80 1.11 3.47| 1,97457
8| 58,983.46 33 25 8| 75.76| 3,73847| 785826 -4,309.78|-14,030.10 0.87 271| 1,787.38
7| 57,163.51 33 25 8 75.76| 340132 B832413| -3483.70| -3,047.80 0.92 3.05( 1,73223
6| 57 33 24 5 7273 314027| T7873.02| -1,98580| -7,910.10 1.58 422| 174222
5 48 33 22 1 6567 2954518 823574 -165483 3.388.9 174 348 140124
4| 37, 33 23 10| 69.70| 244364| 5581.02| -1,885.83| -3,909.15 1.30 299( 113517
3 41 34 23 1 67685 251722 511785 -147218| -3,776.899 1.71 358 122853
2| 29,434, 34 24 10 7059| 185789 5477.88| -1,755.51| -7,362. 1.12 268 B65.71
1 2547744 34 25 9 7353 1,190.30 57684 38 -47555| -1,336.49 250 6§95 74534

The stats table suggests a sizable upside edge from day 1 through the next couple of
weeks. But closer examination taught more about this setup. The profit curves were less
than desirable, and they all had a similar look. Below is a curve using a 4-day holding
period. It typifies what | saw.
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SPY declines = 2% and closes in the bottom 10% of daily range.

Buy on close. Sell 4 days later. $100k/trade. 1993 - present.
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At one time | would have jumped all over this with a heavy long position. But without
any profits to speak of since the turn of the century, I am not even inclined to include this
study on the Active List. 2% drops just ain’t what they used to be.

| have updated the Aggregator chart below.
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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The Aggregator chart saw a big shift tonight. The green Aggregator line turned up
sharply and moved from negative to positive. Readings above 0 mean net expectations
from the Active List are for upside over the next few days. Meanwhile the black
Differential Line also jumped above zero. This means the SPX is short-term oversold
versus expectations. So net expectations are bullish and the SPX is oversold versus
recent expectations. This is considered a bullish configuration. Bullish configurations are
visible on the chart whenever both lines close above 0. This meant the Aggregator
System switched from short to long at the close. This was indicated as likely on the
systems page before the bell.

With both short-term bearish studies scheduled to expire on Friday expectations are set to
remain positive. Of course this could change if bearish evidence emerges. Meanwhile,
the Differential Pivot will be 1,351.05 on Friday. To reach this level would take a rally
of around 1.9%. That's an unlikely 1-day scenario. More likely is that we will need to see
a multi-day advance or consolidation to work off this oversold condition.

The Aggregator is now bullish, but evidence is somewhat muted. I'm not compelled to
take on a large position. We could certainly see another day or so of selling before the
bounce ensues. In fact, while 3-day expectations are bullish, Friday's prospects are
basically neutral. I will look to enter a small long position on Friday if | can get a decent
fill, but I will save most of my ammo for when evidence becomes more compelling.
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Intermediate-term Outlook (2 weeks — 2 months)— updated 6/18 — neutral
The intermediate-term outlook was last updated in the 6/18 letter. A link is below:
2012-06-18 QE Subscriber Letter.pdf

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

None

Catapult for ETF’s Trades
None
Broad Market Large Cap CBI -0

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.

SPY -buy 1/4 index position @ $132.44 LIMIT. This is based on the short-term outlook
above. As long as the market does not gap up and run higher without filling, I will look to
take on some small exposure.

Current Open Trade Ideas

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

SPY(1/4)(s)| 6/21/2012| $135.71 $132.44 2.41% shorted @limit/sold close

SPY was covered on the close as indicated in the intraday update sent to gold subscribers
around 2:30pm EST.

This report has been prepared by Hanna Capital Management, 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, Hanna Capital Management, LLC or
clients of Hanna Capital Management, 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 Hanna Capital Management, LLC
clients and prospects who are expected to make their own investment decisions without reliance upon this report. Neither Hanna
Capital Management, LLC nor any officer or employee of Hanna Capital Management, 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 Hanna Capital Management, LLC.

Copyright © 2012 Hanna Capital Management, LLC.
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