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Tonight’s Research Points

e 4-day pullbacks going into a Wednesday have been strongly prone to upside
reversals.

e 4+ day pullbacks that experience the worst day of the pullback are normally
primed for a bounce.

Short-term Outlook
The Bottom Line

The selloff Tuesday appears to be presenting a better buying opportunity. | am long and
looking to get longer.

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




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

Study Date Description Time span [Bias Avg Max Move
Active

September 26, 2012 4 down on Tuesday 1-6 days Bullish 2.65%
September 26, 2012 4 down. Biggest today. > 200ma 1-3 days Bullish 1.80%
September 25, 2012 3/10 HV < 0.25 4 days > 10ma > 200mg1-4 days Bullish 1.00%
September 24, 2012 SPX dn. Up Issues > 55% 1-3 days Bullish

September 24, 2012 Weakest week 1-4 days Bearish

September 18, 2012 SPY unfilled gap up then down from 20h|1-7 days Bearish -2.40%
Active - Long Term

September 17, 2012 QE3 int term Bullish

September 17, 2012 SPX and TNX hit 50-day high 1-20 days  |Bearish

August 20, 2012 Nasdaq leading SPX int term Bullish

July 30, 2012 SPX 50-day high on 90% up vol 1-50 days Bullish

February 1, 2012 Golden Cross int term Bullish

Dropped Tonight

September 14, 2012 100 day high on Fed Day 1-8 days Bullish 1.90%

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

The Evidence

The big move the 3/10 Offset HV has been warning of recently finally arrived. And it
was down. The SPX declined 1.0%, the NASDAQ dropped 1.4%, and the Russell 2000
declined 1.5%. Breadth was negative as the NYSE Up Issues % was 28% and the Up
Volume % came in at 11%. Total NYSE volume was well above Monday’s low level.

Last night | showed a Turnaround Tuesday study that indicated when the market is down
3 days in a row going into a Tuesday that it has a strong tendency to bounce. Of course
there have been instances over the years where it hasn’t. When it doesn’t bounce on
Tuesday what does that mean for Wednesday and beyond? The test below is updated
from the 2/1/12 Letter and it answers that question.
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Today is Tuesday. SPX closes lower for exactly the 4th day in a row.
Buy on close. Sell X days later. $100k/tade. 1980 - present.
. All: All: Al . Al Avg Al Max Al Avg All: Max All: . .
Total \Winning |Lesing Winning Winning Losing Losing |Nin/Loss i i
X JE'Ilillrl::":'r't?( F‘rl:rﬂtable Jruf:IJLdur Jﬂ'lll'lr:::l‘:;g
Da‘_l"S Trades Trades [Trades Trade Trade Trade Trade Ratio
10 38 3 7| 8158 2475.01| 773375 -1,753.91 441504 14 625 1,695.00
9 38 24 4| B89.47| 221331] 549033 190152 356625 116 9.89
a a3 33 5 2684 2 482 92 831750| -158306| -3 57504 o6 10.32
T ] 32 8 24 21 240693 10370.00| -1,72485| 481712 1.40 744
5 38 3 7| 8158 243280 1424000 -1,382.33 -280512 178 7.79
g 38 29 g 7832 230781 132095 -325698 175 563 :
4 38 28 10| 7368 229038 132711 449588 173 483 .
3 38 0 g 7885 1595.16 150017 | 293654 1.8 389 3
2 ] 23 15 6053 1,282.00 -534.50 1 BET 42 202 310 2548
1 BT 7 33 26 12 G842 236395 7 -570.48| 172125 1.51 3.28 410.99
33 of 38 instances (87%) closed above the entry price
at some point in the next week.

Results here have been very strong over a long period. Below is a profit curve using an
8-day exit strategy.

Today is Tuesday. SPX closes lower for exactly the 4th day in a row.
Buy on close. Sell 8 days later. $100k/tade. 1980 - present.
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It seems the “Turnaround Tuesday Failure” is likely a temporary setback.
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The 4-day pullback also triggered this next study. It was last seen in the 4/10/12
Subscriber Letter. It looks at 4+ day drops that suffer the worst decline of the drop on the
entry day.

SPX closes lower for at least the 4th day in a row. Today is the biggest drop of the decline.
Close = 200ma. Buy on close. Sell X days later. $100k/trade. 7/1/89 - present.

. All: All: All: . All Avg Al Max All: Avg All: Max All: . .
X ’Bglr';:_:t Total |\Winning|Lozing P:;dil"rt:{tlple Winning Winning Losing Lo=ing | NinfLoss 3ruﬂtAFI:;ctur ﬁ}II_I};\j\;g
Days Trades | Trades |Trades Trade Trade Trade Trade Ratio
5| 36,760.28 29 24 5 8276 180025 707028 -328.15 -509.348 486 23.34| 126760
4| 25938522 29 22 7 7586 180825 513749 -850.34 | -1,775.42 1.89 594 101328
3| 30,306.21 29 23 6 7931 147311 533018 -595.89 -B840.87 247 D48 1045.04
2| 25,385.85 30 22 8 7333 1393483 480965 -5583.85| -1,343.84 212 5.82 284520
1| 1743469 33 23 10| 6970 102338 511745 -510.31| -1,699.92 1.68 326 528.32

100% of instances closed above the entry price
at some point in the next 6 days.

These results appear extremely compelling. The consistency is very strong. Of course the
market is always capable of doing things it hasn’t before. We’ve seen plenty evidence of
that over the last 4 years. So although this condition has led to a bounce in every instance
evaluated over the test period, it’s no sure thing. In fact just before the period shown there
were 2 trades that were losers. Still, the evidence appears strong enough to suggest a
bullish inclination. This is further confirmed by the equity curve below.
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SPX closes lower for at least the 4th day in a row. Today is the biggest drop of the decline.
Close = 200ma. Buy on close. Sell 5 days later. $100k/trade. 7/1/89 - present.
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The curve has been a little choppy when looking strictly at the 5-day holding period. But
it has maintained an upward trajectory throughout and the setup has effectively called
short-term bounces.

| have updated the Aggregator chart below.
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With the new studies tonight the green Aggregator Line moved further above 0. Positive
readings mean net expectations from the Active List are for upside over the next few
days. Meanwhile the black Differential Line is also above zero. This means the SPX is
“oversold” versus recent expectations. So net expectations are bullish and the SPX is
oversold. This is considered a bullish configuration. Bullish configurations are visible on
the chart whenever both lines close above 0. This caused the Aggregator system to
remain long at the close. This was indicated as likely on the systems page shortly before
the bell.

Based on the current open studies, expectations are scheduled to remain positive on
Wednesday. Of course this could change if strong bearish evidence emerges. The
Differential Pivot will be 1,459.57 on Wednesday. This is 1.25% above Tuesday’s close.
So it would take a close up of at least this much in order to turn the SPX back to
overbought and close out the long Aggregator signal.

We had some pretty solid indications of a probable rally last night, but so far the
“Weakest Week” seasonality is winning out. Liquidity remains strong and the market is
now oversold by a few measures. The QE Buying Power System missed a long entry by
a fraction of a point. | plan to scale in a little more Wednesday if | can get a decent fill.
There are also 3 Catapults that triggered that | intend to trade.
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Intermediate-term Outlook (2 weeks — 2 months)— updated 9/24— bullish
The intermediate-term outlook was last updated in the 9/24 letter. A link is below:

2012-09-24 QE Subscriber Letter.pdf

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

New

INTC @ $22.53 (buy 1/3 @ limit)

MS @ $16.60 (buy 1/3 @ limit)

GS @ $113.50 (buy 1/3 @ limit)

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI - 3/3(INTC, MS, GS)

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 ¥ index position @ $144.10 limit. Based on short-term outlook above. I’ll
look to scale into a 2" lot here.

INTC- buy 1/3 Catapult position @ $22.53 limit. This is a Catapult trigger from above.
MS— buy 1/3 Catapult position @ $16.60 limit. This is a Catapult trigger from above.
GS- buy 1/3 Catapult position @ $113.50 limit. This is a Catapult trigger from above.

Those unfamiliar with the catapult trades are encouraged to review the Catapult and CBI
video, which can be found on the videos page. There is also a perma-link near the top of
the catapult section above. Additional, and more recent information can also be found in
the "Catapult Exit Designer" presentation and tools, which are available for subscribers
on the downloads page. Bottom line with the Catapults is that while they have performed
quite well as a whole over time, they can be very volatile and I rarely trade them with
stops, so position sizing is critical for managing risk.
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Current Open Trade ldeas

Symbol

Entry Date

Entry Price

Current Price

% Gain/Loss

Stop

Notes

SPY(1/4)

9/25/2012

$145.65

$144.10

-1.06%

Aggregator
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