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Tonight’s Research Points

e Closing the month at a high level is something that has often been followed by

further gains the following month.

e 1% Day of the month is seasonally bullish. Especially in uptrends and especially

in May.

e Bullish Fed Day inclinations have not held true when the market has closed at a

20-day high and in the upper part of its daily range.

Short-term Outlook
The Bottom Line

Positive new-month seasonality is adding to the already bullish evidence. But SPX is
now too overbought for me to consider entry. | am waiting for a better risk/reward setup

before putting new capital to work.
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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

May 1, 2013 End of month at high of month 1-5 days Bullish 2.30%
April 30,2013 Breakout. Unfilled Gap / Low Volume |1-5 days Bullish 1.50%
April 30, 2013 VIX up SPX up 50-high. Monday 1-2 days Bearish

April 29, 2013 1 dn after 5 higher closes 1-9 days Bullish 2.10%
April 26, 2013 5 higher highs < 50-high. 1-10 days Bullish 2.00%
April 24, 2013 SPXup 2%in 3 days. 3/100ffHV<0.25 [1-6 days Bullish 2.00%
Active - Long Term

April 29, 2013 Sell in May unless Jan-April strong 1-6 months |Bullish 6.80%
April 29,2013 6 months higher in a row 1-10 months | Bullish 14.30%
April 26, 2013 5 higher highs < 50-high. 1-15 days Bullish 2.80%
April 24, 2013 SPXup 2%in 3 days. 3/100ffHV<0.25 |1-19 days Bullish 4.50%
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

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

The Evidence

Tuesday was a fairly quiet day as a mild morning dip gave way to an afternoon rise. The
SPX finished up 0.25%, the Nasdaq rose 0.7% and the Russell 2000 rallied 0.5%.
Breadth was solidly positive as the NYSE Up Issues % was 66% and the Up Volume %
came in at 62%. Total NYSE volume came in at the highest level in over a week.

There were a number of Quantifinder studies that triggered. In one way or another they
all related to seasonality - either because Wednesday is the 1* day of May, or because
Wednesday is a Fed Day. Below | have review the most relevant studies.

In the 7/2/12 subscriber letter | showed a study that examined other times SPY closed at
its highest level of the month on the last day of the month. Results of that study suggested
the strong end of month momentum has typically carried through into the following
month. | have updated that study below.
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SPY closes month at highest closing price of the month.
Buy on close. Sell X days later $100k/trade 1995 - present.
. All: All: All: . All: Avg Al Max All: Avg Al Max All: . .
X ﬁ;lr.nr\:_:t Total |Winning| Lo=ing Prnfﬁahle Winning Winning Lo=ing Loging |WinfLoss Prnf,:f-'”:.actnr ’S‘TIII'_;\;;Q
Days Trades | Trades | Trades Trade Trade Trade Trade Ratio
10| 32,12037| 23 17 6| 7381 253605 523884 -183208| 415904 138 392| 139654
9| 32,579.96 23 16 7 69.57| 257723 445536 123852 -3,173.47 2.08 476 141852
8| 26,605.03 23 17 6 73.91 222383 §8| -1,86685| 288475 118 338 115674
7| 2370845| 23 15 g| 6522| 217194 4 6| -1,10884| -2519.04| 196 367| 1,030.80
6| 27,051.34 23 16 7 6957 2188485 §,355.08| 113711 202457 182 4.40 1,176.15
5| 2791048 23 17 5 73.91 198269 3931592 -1,159.04| -1,65968 171 582 1,2135
4| 2120582| 23 15 8| 8522 218488 530496 -144554| 520840 151 283 92199
3 1523824 23 15 2 6522 173458 4105852 134744 4 572.40 128 241 662 .53
2| 1106787 23 13| 10| 5652 1601.85 385478 97550 -4848.40| 164 213| 43122
1 §,947 .42 23 13 10 56.52 92714 1,850.94 -510.54 1 -1,045.75 1.82 2356 302.08
20 of 23 instances (87%) closed above the entry price
at some point in the next week.

We see here that the edge goes beyond just the first trading day of the month. The
numbers across the board are quite compelling. And while most of the edge is realized
week one, there even appears to be some follow through into week two. Below is an
equity curve showing results assuming a 5-day holding period.

SPY closes month at highest closing price of the month.
Buy on close. Sell 5 days later. $100k/trade. 1995 - present.
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The steady upslope supports the bullish hypothesis suggested by the stats table.
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It is also worth noting that the day 1 tendency in May has been stronger than most other
months. | last showed this in the 5/1/12 letter. Below are results for May dating back to
1987.

SPX perormance on the 1st day of May.
$100k/trade. 1987 - present.
radeStation Performance Summary Collapse %
all Trades
Total Met Profit $12,278.74 Profit Factor 7.31
Gross Profit $14,226.01 Gross Loss (51,947,
Total Mumber of Trades 26 Percent Profitable C 69.23%
Winning Trades 18 Losing Trades 8
Even Trades 0
Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss (3.25
Avg. Winning Trade $790.33  Avg. Losing Trade (3243.41)
Largest Winning Trade $1,710.72 Largest Losing Trade ($578.40)

Stats here are strongly lopsided in favor of the bulls. Winning %, win:loss ratio, profit
factor, and average trade are all outstanding. Below is the equity curve.
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SPX performance on the 1st day of May.
$100k/trade. 1987 - present.
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The equity curve appears as strong as the results table. Wednesday appears to have a
solid seasonal edge.

But the Fed Day inclinations are not as strong as they typically are. In general Fed Days
have been strongly positive days. But both closes in the upper part of the daily range,
and intermediate-term highs can reduce that upside edge. In the 9/13/12 subscriber letter
| looked at the combination of a close in the upper end of the daily range along with a 20-
day closing high. Results below are all updated.
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Tomorrow is a Fed Day. SPY closes in the top quartile of its daily range and at a 20-day
high. Buy on close. Sell Fed Day close. $100k/trade. 1993 - present.

radeStation Performance Summary Collapse
All Trades

Total Net Profit %1,146.23  Profit Factor 1.17
Gross Profit %7,908.45 Gross Loss (36,762.22)
Total Number of Trades 20 Percent Profitable 50.00%
Winning Trades 10 Losing Trades 9
Even Trades 1

Avg. Trade Met Profit $57.31 Ratio Avg. Win:Avg. Loss 1.05
Avg. Winning Trade $790.85 Avg. Losing Trade (5751.36)
Largest Winning Trade $1,522.40 Largest Losing Trade (52,739.69)

Results here suggest no edge whatsoever. Below is the equity curve.
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Fed Days under these conditions don't seem to provide the bullish edge they typically do

otherwise.
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The Fed did post their POMO and MBS schedule for May. No real surprises. The
POMO amount dropped slightly from an expected $45 billion to $44 billion because the
Fed overshot their target in April. Below | have produced the QE Buying Power Index
Projection for May.

QE Buying Power Index
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The first couple of weeks seem to be a bit weaker than the end of the month, but like
April, even though the average day is lower than Jan-Mar, it is still a substantial amount
of liquidity being provided and it should continue to aid the market. | will have more to
say on this in the next few days.

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

#4 TradeStation Chart Analysis - $SPX.X Daily [CBOE] S&P 500 Index Bl o=
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With tonight’s bullish seasonal studies factored in the green Aggregator Line rose a little
further above zero. Positive readings mean net expectations from the Active List are for
upside over the next few days. Meanwhile the black Differential Line is still below 0.
The negative Differential Line reading means the SPX is overbought versus recent
expectations. So expectations are bullish but the SPX is still 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
remain flat.

Based on the current studies, expectations are slated to remain positive on Wednesday.
Of course this could change if strongly compelling bearish evidence emerges. The
Differential Pivot will be 1,587.42 on Wednesday. This is 0.6% below Tuesday’s close.
So it would take a close lower of at least this much to move the SPX back into “oversold”
territory.

Bullish evidence still rules, but I was unable to get a fill either of the last two days. Now
the SPX is at new highs and too overbought for my taste. So it will be a matter of
patience here. 1 am not looking to take on any new positions on Wednesday, but will
instead simply wait, observe, and be ready when the next opportunity avails itself.
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Intermediate-term Outlook (2 weeks — 2 months)— updated 4/29 —bullish
The intermediate-term outlook was last updated in the 4/29 letter. Link below:
2013-04-29 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 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
None

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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