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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

November 5, 2013 Volume 6 Issue 214

Market Overview

(uantifiable Edges 1-day Risk/Reward Outlook (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bulish  Begrish Bulish

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Flat 50% Long XIV Flat Long

Tonight’s Research Points

e The combination of a 2-day rally, low volume, and a close below a short-term
high seems to suggest more upside is likely over the next few days.

Short-term Outlook

The Bottom Line

Evidence continues to point higher, with a new bullish study being added tonight. But
the market is back to a short-term overbought state. | would prefer to enter when it is not

so extended, and am not looking to take on new exposure on Tuesday.
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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 - Short Term

November 5, 2013 Lowvol10.Up 2 but <10-hi. C>200. |1-3 days Bullish 1.40%
November 1, 2013 Dn 2 poor close end of month >200 1-5 days Bullish 2.20%
November 1, 2013 1st 5-lowin 10 days 1-4 days Bullish 1.70%
Active - Long Term

October 25,2013 SPX > 50,2 Bollinger Band 1-50 days Bullish

October 24,2013 5 up to 50-high, then 1 down 1-10 days Bullish 2.00%
October 21, 2013 70% Advancing Issues 3 Days In Row |1-75 days Bullish 10.60%
July 22,2013 New High Divergence (Study of Tops) |int term Bearish

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 31, 2013 Strong drop from 50-day high 1-4 days Bullish 1.20%

The Evidence

Bullish inclinations played out on Monday and the major indices posted gains. The SPX
and the Nasdaq each gained 0.4%, and the Russell 2000 rallied 1.2%. Breadth was
squarely positive as the NYSE Up Issues % was 66% and the Up Volume % was 73%.
Total NYSE volume came in at the lightest level in a few weeks.

| took a fresh look at the market tonight, inspired by some studies from the 5/10/11
subscriber letter. | decided to examine the fact that volume came in very light along with
the multi-day rise that failed to close at a new short-term high. The study I concocted is
below.

Today is the lightest NYSE volume in 10 days. SPX rises for at least the 2nd day, but does not close at a
10-day high. Close = 200ma. Buy SPX on close. Sell X days later. $100k/trade. 2000 - present.
. . Al Al . Al Avg All: Max Al Max | Al Avg All: . .
X (LELE || FTEE Winning | Losing i} Winning Winning Loging Losing | Win/Loss ik e
Da'_.rs HE TEEEs Trades |Trades FITELE Trade Trade Trade Trade Ratio FOTIRERET)  TTELE
10 29 22 7 75.86| 212581 472948 551458 -3172.06 0.67 210 245.42
] prac] 18 11 8207 255835 5,835.78| -5585.56 -1533.44 1.59 2.80 991.98
i 25 21 i T2.41 1,964.30 6,090.44| -4 23808 -1,93457 1.02 267 838.72
T 29 20 9 6397 182365 5673.14| -4 33734 -211843 0.86 1.91 600.27
5 6, 29 20 9 6897 1614580 410238 -3187.50| -1,743.53 0.93 2.05 57263
5 1, prac] 18 11 6207 183550 351448 -£134.88 -1833.75 1.00 153 393.79
4| 17,353.25 prac] 19 10 §5.52 1,540.07 3,249.59| -2882.56 -1,189.82 1.29 2.45 598.73
3| 1926520 29 21 i 72.41 126873 3,00026| -208128) 92438 1.37 3.60 664.32
2| 16,0276 29 21 ] 72.41 1,087.21 238051| -1,767.90 87673 1.25 3.29 55268
1 5,487.44 32 19 13 59.38 77172 1,953.82| -18118 -828.87 1.23 1.7% 202.73
31 of 32 instances (97%) closed above the entry price at some
point in the next week. The lone failure triggered 8/22/05.
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Frankly | found these results to be surprisingly positive. With the market already up a
couple of days | was shocked to see the incredibly high percent (97%) that saw follow
through at some point in the next week. The size of the gains over the 3-day period also
appeared impressive. Below is a profit curve using a 3-day exit strategy.

Today is the lightest NYSE volume in 10 days. SPX rises for at least the 2nd day, but does not close at a
10-day high. Close = 200ma. Buy SPX on close. Sell 3 days later. $100k/rade. 2000 - present.
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Trade Number

The strong upslope serves as confirmation of the bullish edge. It is also encouraging that
the edge seems to have gained strength in recent instances. | have decided to include this
study on the active list tonight.

| have updated the Aggregator chart below.
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4 TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl o=
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With tonight’s new study being taken into account the green Aggregator Line rose a little
further above 0. Positive readings mean net expectations from the Active List are for
upside over the next few days. Meanwhile, with another day of gains, the black
Differential Line sank squarely below 0. The negative Differential Line reading means
the SPX is overbought versus recent expectations. So expectations are positive but the
SPX is now 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 signal to change to flat at the close.

Based on the current studies, expectations are set to remain positive on Tuesday. Of
course this could change if compelling bearish evidence emerges. The Differential Pivot
will be 1757.74 on Tuesday. That is 0.6% below Monday’s close. This means the SPX
would need to close down at least this much in order to flip from overbought to oversold
Versus expectations.

| felt there was an edge a couple of days ago. Unfortunately, none of the trade ideas |
posted received fills. That happens sometimes in strong markets. You get gaps up that
don’t allow you in. It can be frustrating if you let it be. But making money trading is not
about catching every move. It about taking your shots when the odds are in your favor.
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It did not work out on this last pullback, but that is ok. There is nothing | can do about
that now. I’ll simply wait for the next tradable opportunity and look to play that when it
arrives. | don’t think now is a very opportune time. But that could change as quickly as
tomorrow.

Intermediate-term Outlook (2 weeks — 2 months) — updated 11/4 — somewhat bullish
The intermediate-term outlook was last updated in the 11/4 letter. Link below:

2013-11-04 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

Current Open Trade Ideas
None. Unfortunately, no fills over the last couple of days.

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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