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Signals Overview
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Tonight’s Research Points

e The reversal attempt Friday that failed to follow through Monday suggests a
short-term upside edge.
e 4 lower lows and a 20-day low in an uptrend has been often been followed by a

rally.

Short-term Outlook

The Bottom Line
The studies are back to looking bullish, and with the edge looking strong, I am inclined to

up my long exposure.
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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 25,2013 Failed reversal. 1-4 days Bullish 2.70%
June 25,2013 4 lower lows. 20-low. Close > 200. 1-8 days Bullish 2.40%
June 21,2013 System 110524 1-7 days Bullish

June 21, 2013 1% drop. Bad breadt. 1-5 days Bullish

Active - Long Term

June 4, 2013 Hindenburg Omen cluster 1-50 days Bearish -8.60%
May 9, 2013 Breadth Confirms Rally (Study of Tops) |int term Bullish

May 6, 2013 Nasdaq leading SPX int term Bullish

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%
September 17, 2012 QE3 int term Bullish

February 1, 2012 Golden Cross int term Bullish

Dropped Tonight

June 24,2013 Weak bounce 1-3 days Bearish -2.00%

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

active.

The Evidence

The market got off to a rough start Monday, and the finish wasn't any better. In the end
the SPX lost 1.2%, the NASDAQ closed down 1.1% and the Russell 2000 fell 1.3%.
Breadth was strongly negative as the NYSE Up Issues % was 13% and the Up Volume %
was just under 10%. Total NYSE volume was fairly high, but not nearly at options
expiration levels from Friday.

We have a bit of an interesting 2-day pattern that has emerged. On Friday, SPY dropped
to a new intermediate-term low before attempting a rebound and closing more than 1%
above its intraday low. Friday's intraday reversal obviously did not stick, since SPY
closed down on Monday. In the past this has actually been a fairly reliable pattern
suggesting an upside edge over the next few days. Below is a study that examines the
setup.
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Yesterday SPY made a 20-day intraday low, then closed 1% above that low and above the
200ma. Today SPY closed down. Buy on close. Sell X days later. $100k/trade. 1993 - present.

X . All: .AIIE AI.I: All % AI!: A_vg AI!: M.ax All: ﬁvg Al Fu'lax _AII: Al All: Avg
All: Net Profit| Total |Winning |Losing Profitable Winning | Winning Losing Losing |Win/Loss ProfiFacter Trade
Da‘,l"s Trades | Trades Trades Trade Trade Trade Trade Ratio

10| 48,059.52 28 19 5 67 86| 363447 853128 -232833| -5755.75 1.56 330 1,717.85
B 5081374 25 2z 6 78.57| 3,11028| 8,024.45| -2935.41| -4,035.35 1.06 3898 181478
8| 6201643 28 23 5 &214| 3Z29863| 7,749.00) -2453.01| -4,807.00 1.32 6.06 221487
7| 5858507 8 2z 7 75.86( 330094| 810324 -2004593 -4,416.00 163 347 202021
| 6| 62567.75 29 23 6| 79.31| 3207.43| 9343.08| -1867.21| -3982.50 1.72 6.58| 2,157.51
3| 4787538 8 20 5 68.97| 2971.34| 5560268 128348 -5283.45 2.32 5.14| 165088
J 4| 5286648 29 23 6| 79.31| 2570.81| 613278 -1043.70| -1,756.40 2.45 944 182258
3| 4344805 8 20 6| 6397 245794 553094 -713.84| -1,689.60 J.44 661 149821
2| 37717 32 24 8 75.00 1,501.09| 643536 -955.84 | -2,972.18 152 577 | 1,178.66
1 23,070.11 3z 2z 10 68.73| 1409.87| 5,800.00 -T84.71| -2,206.61 1.77 3.90 720.94

3/14/11 was the only instances not to close above the entry
price at some point in the next week.

Obviously these numbers look very strong, especially over the 4 and 6-day periods.
Below are profit curves for both the 4-day and 6-day holds.

Yesterday SPY made a 20-day infraday low, then closed 1% above that low and above the
200ma. Today SPY closed down. Buy on close. Sell 4 days later. $100k/trade. 1993 - present.
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Yesterday SPY made a 20-day intraday low, then closed 1% above that low and above the
200ma. Today SPY closed down. Buy on close. Sell 6 days later. $100k/trade. 1993 - present.
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These curves are both very impressive, and the steady upslope shows that the gains were
not due to just a few outliers.

The next study considers the continually lower lows we’ve been seeing. It last appeared
in the 10/24/12 subscriber letter. | have updated all stats below.

SPX makes 4 consecutive lower lows and today is the lowest low in 20 days. Close = 200ma.
Buy on close. Sell X days later. $100k/frade. 1983 - present.
All: All: All: . Al Avg | AL Max | Al Avg Al Max All: . .
X All: Net Profit| Total Winning | Lozing Prﬁﬂﬁable Winning | Winning Loging Losing |Win/Loss me#;dm ﬁ.«ll_lé:;.;g
Days Trades | Trades Trades Trade Trade Trade Trade Ratio
10 4825094 45 &l 15 6739 223589 -1,404.33 0 381078 1.58 329
9| 5111245 48 33| 13| 7174 219058 -1,628.86| -3,859.20 1.34 3.41
8 5762774 46 35 11 76.09| 2178.04 -1,681.25| -3,075.97 129 410
7 52,636.15 45 &yl 15 6739 214523 -924.41| -283775 2.32 4.30
6| 4355973 47 35| 12| T447| 164505 -1,168.08| -3,084.00  1.41 411
5 31,939.42 47 30 17 6383 185758 -1,0684.01 -3,056.25 157 277
4| 2836483 47 28| 19| 5957 163142 -911.31| 182850 1.79 264
3 14,570,234 47 25 22 5319 131848 -83599| -2708.31 1.58 179
3| 12387403 47 26| 21| 5532 108774 -733.68| -221850| 148 1.84
1 3,456.60 47 28 18 §1.70 676.95 . -B85.38  -184822 0.76 122
41 of 47 instances (87%) closed above the entry price
at some point in the next week.
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Results above suggest a solid bullish short-term edge. To see how it has played out over
the years | have included below an equity curve assuming an 8-day exit strategy.

SPX makes 4 consecutive lower lows and today is the lowest low in 20 days. Close = 200ma.

Buy on close. Sell X days later. $100kitrade. 1983 - present.
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The strong, steady rise helps to confirm the upside edge suggested by the stats table. |
have included the studies on the active list tonight.

| have updated the Aggregator chart below.
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Tonight’s studies caused the green Aggregator Line to jump back up 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 very high above 0. The positive
Differential Line reading means the SPX is strongly oversold versus recent expectations.
So expectations are positive and the SPX is very 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 turn long at the close.

Based on the current studies expectations are slated to remain positive on Tuesday. Of
course this could change if new bearish evidence emerges. The Differential Pivot will be
1,595.43 on Tuesday. This is a sizable 1.4% above Monday's close. In other words, it
will likely take a multi-day bounce or consolidation to work off the oversold condition.

I like tonight's studies. | like the fact that the market is strongly oversold. | like that we
have liquidity at our backs. | don't like the fact that the CBI is still at zero. | don't like
that the market now appears very reactive to news. And | don't like that the character of
the market appears different than it has been the last several months. But overall, we have
a strongly oversold market and strongly bullish Aggregator readings. So it's time that |
look to increase my long exposure a bit. Details are in the Trade Ideas section down
below.
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Intermediate-term Outlook (2 weeks — 2 months)— updated 6/24 — somewhat bullish
The intermediate-term outlook was last updated in the 6/24 letter. Link below:
2013-06-24 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 ¥ index position @ $157.06 LIMIT. Based on the short-term outlook above.
I’m looking to add a little more exposure.

Current Open Trade Ideas

Symbol Entry Date|Entry PriqCurrent Prig% Gain/Loss |Stop Notes
SPY(1/4) 6/20/2013| $158.56 $157.06 -0.95% div adjusted

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
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