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Tonight’s Research Points

e The reversal pattern from the 20-day low suggests the bounce could last a
few more days.

e Very small gains after multiple down days have often been followed by
more selling.

Short-term Outlook
The Bottom Line
Not much got accomplished on Wednesday, but a bounce still appears likely. 1 am long

and looking to take advantage of it.
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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

October 10, 2013 Reversal from 20-day low 1-6 days Bullish

October 10, 2013 Bounce < 0.2% 1 day Bearish

October 9, 2013 System 1100524 1-7 days Bullish

October 8, 2013 Unfill gap down poor close > 200ma 1-8 days Bullish

Active - Long Term

August 12,2013 Hindenburg Omen cluster 1-50 days  |Bearish -8.60%
July 22,2013 New High Divergence (Study of Tops) |int term Bearish

June 28,2013 70% Advancing Issues 3 Days In Row |1-85 days Bullish 10.60%
May 6, 2013 Nasdaq leading SPX int term Bullish

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

October 8, 2013 VIX spike to 50-high 1-2 days Bullish

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

active.

The Evidence

After bouncing all over, the market did not change much from Tuesday. The SPX gained
0.1%, the Nasdaqg fell 0.5%, and the Russell 2000 declined 0.4%. Breadth was also
mixed as the NYSE Up Issues % was 48% and the Up Volume % was 54%. Total NYSE
volume rose slightly from Tuesday’s level.

The study below was last seen in the 8/29/13 Letter. It looks at a possible reversal pattern
off a 20-day low. All stats are updated.

After closing at a 20-day low yesterday SPY makes a new 20-day intraday low today and then close
up on the day and = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.
. All: All: All: . All: Avg Al Max All Avg Al Max All: . .
X ﬁ;lr.nh:_:t Total |Winning| Losing Pr};‘ﬂr-t::lle Winning Winning Losing Losing |Win/Loss Pruf:ts‘l-lléctm ﬁ}”;;:‘;;g
Days Trades |Trades Trades Trade Trade Trade Trade Ratio
10| 4777614 36 27 9 75.00 232223 660062 -165837( -3,844383 1.40 420
9 443525 ar 26 11 7027 248611 5,154.95 1,844 20| 425220 1.35 3.19
8| 3703851 38 28 12 8842 2, B 521684 220844 -4253.88 1.11 2.40
7| 43,550.85 39 27 12 6923 2 5| 558514 168861 -3,531.11 1.40 3.15
6| 4195206 39 29 10 7436 2 5| 541167 -1,38566| -3,952.19 1.11 3.22
5| 3371818 39 29 9 7436 1, 2 5,029.50 1,487.09| -3,450.35 1.21 3a9
4 287 39 28 13 6667 164252 3213.00 -1,00024| -2284738 G4 328
3 42 26 16 61.90 1,310.85 4 46250 -1,008.77| -3,560.24 1.30 2.1
2 22 28 6 6364 131822 410550 -1122.00) -2471.52 117 2.06
1| 10,134 80 44 28 18 58.09 937.45 2,562 30 -T8112| -1,792.48 1.18 1.71
90% of instances closed above the entry price
at some point in the next week.

Results here seem to suggest a solid upside edge. Below is a profit curve using a 6-day
exit strategy.
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After closing at a 20-day low yesterday SPY makes a new 20-day intraday low today and then close

up on the day and = 200ma. Buy on close. Sell 6 days later. $100k/trade. 1993 - present.
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This curve appears strong and steady, providing greater confidence in the results.

Last night we saw some evidence suggesting the market was primed to bounce. So far it
appears weak, but perhaps the bounce has begun. And this study suggests it has a ways
yet to go.

But the SPX bounce was so weak that it could be a concern. In the 11/12/12 letter |
looked to see whether there was a substantial difference in performance following a small
move down after two down days versus a small move up after two down days. Below |
have updated that study.

First let's consider what happens after two down days are followed by a third lower close,
but that third close is a drop of less than 0.2%.

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




SPX declines for the 3rd day in a row. Today's drop is less than 0.2%.
Buy on close. Sell X days later. $100k/trade. 1999 - present.
. Al All: Al . Al Avg All: Max Al Avg Al Max All: . _
X ﬁ;lr.uh:_;:t Total \Winning| Losing Prﬁgr.t:gle Winning Winning Losing Losing |Win/Loss Prl:lf:ts‘l-llé!ctl:lr ﬁ.kll.t;?;g
Da‘_l"S Trades | Trades Trades Trade Trade Trade Trade Riatio
5| 1254678 35 16 19 45.71 234154 537965 -1,311.46 1.79 1.50 358.48
4| 553705 35 12 17 5143 200138 555352 -1,55514 1.25 1.36 273.92
3 -3,85411 35 20 15 5714 147984 404754 -2230.06 0.56 0.88 -110.12
2| 1174780 35 22 13 6286 151348 412380 -165782 0.91 1.55 33565
10,957.50 35 25 10 71.43 87062 2286.08| -1,080.80 0.81 2.1 313.07

Results here are a bit mixed, but at least day one appears to suggest a bit of an upside
edge.

Now let's look at times like the present where two down days were followed by an up
day, but that up day rose less than 0.2%.

After closing down 2 days in a row, SPX closes up today but by less than 0.2%
Buy on close. Sell X days later. $100k/trade. 1999 - present.
. All: All: Al _ Al Avg All: Max Al Avg Al Max Al _ .
X ﬁ;lr.uh:_;:t Total |Winning| Losing Prnfﬂ::lle Winning Winning Lesing Losing |Win/Loss Prnf?l-llﬁctnr ﬁ.‘ll.tﬁ';g
Da‘_i'S Trades | Trades | Trades Trade Trade Trade Trade Ratio
5 722407 35 18 17 51.43 -1,858478 -5508.23 1.18 123 206.40
4 55548588 35 16 18 4571 -190834| -753893 0.87 074 -273.29
3|-10,421.53 35 15 20 42,88 -1,619.63| -5685.45 0.90 0.62 297.76
2 422328 35 15 20 4288 . -1,18589| -3,187.70 0.82 -120.66
1| -8,934.23 35 15 20 42.86 3,39064| -1,001.23| -3,325.38 7 0.55 -255.26

As you can see, results here suggest a small down day is substantially different than a
small up day. While not overwhelming, the edge in this case would appear to be for more
downside, most of which is realized on day one. Lastly, | decided to show a profit curve
assuming a 1-day holding period.
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After closing down 2 days in a row, SPX closes up today but by less than 0.2%
Buy on close. Sell next day's close. $100k/trade. 1999 - present.

1000

-1000

-2000

-3000

-4000

Equity(F)

-5000

-5000

-7000

-8000

-9000

-10000

10 20 30 40

Trade Number

I don't love this curve, but | suppose it is good enough to merit some small consideration.

So we have two new studies to add to 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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With the mix of studies tonight the green Aggregator Line is again 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 still well above 0. The positive
Differential Line reading means the SPX is oversold versus recent expectations. So
expectations are positive and the SPX is strongly oversold. This is considered a bullish
configuration. Bullish configurations are visible on the chart whenever both lines close
above 0. This caused the Aggregator signal to remain long at the close.

Based on the current active studies, expectations are slated to remain positive again on
Thursday. Of course this could change if strong bearish evidence emerges. The
Differential Pivot will be 1,683.64 on Thursday. That is a 1.6% above Wednesday’s
close. It’s fairly unlikely we’ll see that accomplished on Thursday. More likely it will
require a multi-day bounce or consolidation to work off the oversold condition.

Nothing really has changed from yesterday. The market is strongly oversold and overdue
for a decent-sized bounce. But conditions remain abnormal and market action continues
to be news-dominated. Additionally, the CBI is stuck at just 2, so there is not a high level
of capitulation evident. | already have a pretty sizable long position. | am not inclined to
increase my exposure at this point, but am looking to take advantage of the expected
bounce with the positions | already have.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 10/7 — somewhat bullish
The intermediate-term outlook was last updated in the 10/7 Letter. Link below:

2013-10-07 QE Subscriber Letter.pdf

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

TGT - 1/3 @ $62.68 (bought at limit)

TGT - 1/3 @ $62.13 (bought at limit)

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI - 2(TGT-2)

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

SPY (1/4) 9/24/2013]  $169.90 $165.60 -2.53% Aggregator
SPY (1/4) 9/25/2013]  $169.53 $165.60 -2.32% Aggregator
EMC 10/4/2013 $25.16 $24.81 -1.39% System 80402
SPY (1/4) 10/8/2013] $165.48 $165.60 0.07% Aggregator
TGT(1/3) 10/8/2013 $62.68 $62.69 0.02% Catapult
TGT(1/3) 10/9/2013 $62.13 $62.69 0.90% Catapult

As per System 80402, EMC will be sold at the close if it closes >= $25.38.

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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