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Tonight’s Research Points

e The first trading day of the month is typically bullish. This edge has been more
prominent above the 200ma, but less prominent in March.

Short-term Outlook

The Bottom Line
I’m still seeing more evidence suggesting upside in the next few days, but the market is

now squarely overbought. So it is time for me to back off and await a more compelling
setup.
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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

March 1, 2013 1st of month tomorrow. SPX > 20oma |1 day Bullish

February 27,2013 Double reversal > 200ma < 10ma 1-5 days Bullish 1.90%
February 27,2013 1.75%drop then bounce 0.25%-0.75% |1-5 days Bullish 2.90%
February 21, 2013 Unfill gap dn after unfil gap up to 20-hi [1-7 days Bearish

Active - Long Term

February 21, 2013 1st 5 lowin 10 days. Yest 20-high. 1-11 days Bullish

February 14, 2013 SPX & TNX 50-day highs. 1-20 days  |Bearish

January 14, 2013 Breadth Divergence (from Tops Study) |int term Bearish

September 17, 2012 QE3 int term Bullish

February 1, 2012 Golden Cross int term Bullish

Dropped Tonight

February 22, 2013 2 unfilled dn gaps & 5-low > 200ma 1-5 days Bullish 2.00%
February 26,2013 Big drop. 20-low. Close<200 1-6 days Bullish 2.20%

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

The Evidence

The market traded positive for almost the entire day, but some panic selling in the last 5
minutes saw the major indices finish mixed. The SPX and Nasdaqg each closed down
0.1% but the Russell 2000 gained 0.2%. Breadth was also mixed as the NYSE Up Issues
% was 51% and the Up Volume % came in at 48%. Total NYSE rose from the level of
the last couple of days.

The near-flat closes did not help to trigger many studies tonight. Of course one edge to
explore is the bullish seasonality that often occurs on the first day of a new month. In the
3/1/12 subscriber letter | showed that this bullish tendency primarily occurred during
uptrends. | have updated the statistics for uptrends below.

Today is the last trading day of the month. SPX = 200ma.
Buy on close. Sell next day's close. $100k/trade. 1988 - present.

radeStation Performance Summary Collapse %
All Trades

2.5
(542,646.21)

Profit Factor
Gross Loss

Total Met Profit
Gross Profit

$63,997.11
$106,643.32

Total Mumber of Trades 216 Percent Profitable @
wWinning Trades 136 Losing Trades 80

Even Trades 0

<$296.28 > Ratio Avg. Win:Avg. Loss
$784.14 Avg. Losing Trade
$3,119.10 Largest Losing Trade

1.47
($533.08)
($2,617.60)

Avg. Trade Net Profit
Avg. Winning Trade
Largest Winning Trade
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As you can see, the raw numbers appear quite encouraging. Below is a profit curve that
shows how the edge has played out over time.

Today is the last trading day of the month. SPX = 200ma.

0000 Buy on close. Sell next day's close. $100k/trade. 1988 - present.
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The strong steady upslope acts as confirmation of the upside edge. I've also shown in the
past that the edge appears to be more prominent in some calendar months versus others.

March historically has not shown a consistent upside edge. This can be seen in the study
below.
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Today is the last trading day of February.
Buy on close. Sell next day's close. $100k/trade. 1988 - present.

radeStation Performance Summary Collapse %
All Trades

Total Met Profit £930.78 Profit Factor . lti
Gross Profit %10,625.00 Gross Loss (39,694.22)
Total Number of Trades 25 Percent Profitable (52.00%%
Winning Trades 13 Losing Trades 12
Even Trades 0

Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 1.01
Avg. Winning Trade $817.31 Awvg. Losing Trade ($807.85)

So, first of the month is generally a good thing, and it has been even better when the SPX
is in an uptrend, but those tendencies have generally not worked out as well in March.
Personally, I believe seasonality is helping to provide an upside edge tomorrow, but that
edge may be reduced versus other, more consistent months.

| have updated the Aggregator chart below.
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html

Friday’s 1% of the month seasonality is helping to keep the green Aggregator line
squarely above zero. Positive readings mean net expectations from the Active List are for
upside over the next few days. Meanwhile the black Differential Line took the expected
dive down below 0. The negative reading means the SPX is now overbought versus
recent expectations. So expectations are bullish but the SPX is overbought. This is
considered a neutral configuration. Neutral configurations are visible on the chart
whenever both lines close on opposite sides of 0. This caused the Aggregator system to
change from long to flat at the close.

Based on the current studies expectations are set remain bullish on Friday. Of course this
could change if compelling bearish evidence emerged. The Differential Pivot will be
1,505.58 on Friday. This is 0.6% below Thursday’s close. So it would take a decline of
this much to flip the Differential Line and place the SPX in a short-term oversold state.

| have exited my index position and will be out of all my Catapult positions at the open
on Friday. | don’t love risk/reward here. While the studies say we could have further to
rise, the market is fairly overbought on a short-term basis. I’m happy to simply take
profits here and await a more favorable setup to re-enter with another short-term position.

Intermediate-term Outlook (2 weeks — 2 months)— updated 2/25 — bullish
The intermediate-term outlook was last updated in the 2/25 letter. Link below:
2013-02-25 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
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http://www.quantifiableedges.com/videos/QE20100621.html

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.

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price |[% Gain/Loss |Stop Notes
MDT(1/3) 2/21/2013 $44.76 $44.96 0.45% sold on close
MDT(1/3) 2/22/2013 $44.73 $44.96 0.51% sold on close
MDT(1/3) 2/25/2013 $44.72 $44.96 0.54% sell on open
SPY(1/4) 2/26/2013 | $149.10 $151.91 1.88% sold @ limit

2 lots of MDT were sold at the close as | indicated | would do in the intraday update
sent to gold subscribers around 11:30am EST. The last lot will be sold at the open.

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.
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