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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

April 29, 2014 Volume 7 Issue 81

Market Overview

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

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Flat

Tonight’s Research Points

o Extremely high volume on an up day suggests bullish implications.

Short-term Outlook

The Bottom Line
The studies are pointing higher. The market again is oversold versus recent expectations,

but still in the upper half of its 2-week range. I’ll try again to scale into a long position if
I can get a favorable entry.
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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

April 29, 2014 High-volume up day 1-10 days Bullish 2.50%
April 24, 2014 5 Days up then 1 down. < 50-high > 200|1-9 days Bullish

April 22, 2014 5 Days Higher < 50 but > 200 1-10 days Bullish

April 21, 2014 VIX10%below from 10% above 10ma [1-8 days Bullish 2.80%
Active - Long Term

April 22, 2014 5 Days Higher < 50 but > 200 1-15 days Bullish

April17, 2014 3 days up gain 2%. 3/10 Offset HV<0.25[1-19 days Bullish

April 7, 2014 SPX new high while NDX huge drop 1-50 days Bullish

December 23, 2013 QE Tapering int term Neutral

July 22,2013 New High Divergence (Study of Tops) |int term Bearish

February 1, 2012 Golden Cross int term Bullish

The Evidence

The market posted a big round-trip on Monday, gapping up, selling off hard, and then
rebounding. In the end the market was mixed with SPX rising 0.3%, the NASDAQ
falling 0.03% and the Russell 2000 dropping 0.5%. Breadth was sort-of mixed as the
NYSE Up Issues % came in at 50% and the Up Volume % was 43%. Total NYSE
volume came in at the highest level in over a month.

The high volume provided an interesting bit of evidence. When the market has risen on
extremely high volume on a day other than op-ex Friday, that has typically been a good
sign. Below is a study last shown in the 6/1/11 subscriber letter that demonstrates this.
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SPX rises on the highest trading volume of the last 20 days. Today is NOT Op-Ex Friday.
Close = 200ma. Buy on close. Sell X days later. $100k/ftrade. 1996 - present.
X All: Net Al ) _F\II:_ AI!: Al % ﬁ}l!: A_'.rg ,C}I!: r.1.ax Al F{u.rg Al r._1ax ) _AII: All Al Avg
Total Winning | Losing Winning Winning Losing Lesing |Win/Loss

Days R Trades Trades Trades FIUTETE Trade Trade Trade Trade Ratio ProftFactor|  Trade
10| 5745925 48 35 13 7292 213224 4838500| 132071 424242 1.61 435 1,197.07
9 5041288 43 35 13 7292 200887 545125 152521 542538 1.32 3.54 1,050.28
8 4712453 43 3T 11 7708 183852 417409 190005 -549228 0.97 325 581.76
7| 36,711.50 50 35 14 72.00 1,799.83 486918 -2,005.88 5,526.30 0.90 iy | 73423
6| 35574.08 53 35 17 §7.92 1,808.70 -1733.37| -4857.356 1.04 22 g§71.21
5| 23942928 53 35 18| 66.04| 1540.20 165468 -445524 0.93 1.80 451.75
4| 2052059 56 35 21 62.50 1,383.77 1325811 438822 1.04 174 356 .44
3 1255115 58 37 21 §3.79 1,095.88 -1,33482| -333298 032 1.45 216.40
2| 2999.08 59 35 24 59.32 791.96 -1,028.98 ) -3344.10 0.77 1.12 50.83
1 §,478.06 72 41 Eh| 56.94 59539 578.49| -230285 1.03 1.36 89.97

The statistics appear to suggest a solid bullish edge over the next couple of weeks.
Below is an equity curve using a 10-day exit strategy that shows how the edge has played

out over time.
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SPX rises on the highest trading volume of the last 20 days. Today is NOT Op-Ex Friday.
Close = 200ma. Buy on close. Sell 10 days later. $100k/trade. 1996 - present.
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Recent instances have struggled a little but overall the upside edge still appears to be
intact. The one hesitation | have about this study is that while volume was clearly high,
the market was mixed. SPX rose, but it would have been nice to have that confirmed by
a rise in the Russell 2000 and the NASDAQ. In other words, it was not the strong, high-
volume buying that the parameters suggest. Still, | found the study compelling enough to
include it on the Active List.

| 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 tonight’s bullish study factored in the green Aggregator Line again remained above
0. Positive readings mean net expectations from the Active List are for upside over the
next few days. Meanwhile the black Differential Line also held above 0. The positive
Differential Line reading means the SPX is oversold versus recent expectations. So
expectations are positive and the SPX is relatively oversold. This is considered a bullish
configuration. Bullish configurations are visible on the chart whenever both lines close
above 0. Therefore the Aggregator signal stayed long at the close.

Based on the current active studies, expectations are slated to remain positive on
Tuesday. This could change if strong bearish evidence emerges. The Differential Pivot
will be 1884.99 on Tuesday. That is 0.8% above Monday’s close. So it will take a fairly
strong close higher in order to see SPX move from oversold to overbought.

There still appears to be a bit of an upside edge. And the SPX still has some decent room
to the upside before it will move back to an “overbought” condition. But again it closed
above its 10-day moving average. | copied the Fed Day study below from last night’s
letter. It suggests a close in the lower portion of Tuesday’s range could set up for a move
higher on Wednesday. So I will again look to take on some long exposure if SPY pulls
back a little on Tuesday and closes in the lower half of its range. Details are in the Trade
Ideas section near the bottom of the letter.
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Fed Day Considerations for Tues/Wed

One thing traders may want to keep in mind on Tuesday is that Wednesday is a Fed Day.
Fed Days have historically shown a bullish inclination. One of the more compelling
studies | featured in The Quantifiable Edges Guide to Fed Days examined Fed Day
performance based on the quartile that the SPY closed in of the daily range. The basic
finding was that the worse the close, the better the Fed Day edge. | last updated the
studies by quartile in the 1/28/14 letter. Below are the 4 quartiles from highest to lowest
in the daily range.

Tomaorrow is a Fed Day. SPY closes intop 25% of daily range.
Buy on close. Sell next day's close. $100k/trade. 1993 - 4/1/2014.

radeStation Performance Summary Collapse &
all Trades
Total Net Profit £7,188.50 Profit Factor 1.32
Gross Profit $29,338.01 Gross Loss (522,1497
Total Number of Trades 68 Percent Profitable ( 4?.06%
Winning Trades 32 Losing Trades 4
Even Trades 2
#Avg. Trade Met Profit (5105.71> Ratio Avg. Win:Avg. Loss 1.41
Avg. Winning Trade £916.81 Avg. Losing Trade (5651.46)
Largest Winning Trade $2,238.25 Largest Losing Trade (32,739.69)

Tomorrow is a Fed Day. SPY closes = 50 and =<=75% of daily range.
Buy on close. Sell Fed Day close. $100k/trade. 3/1/93 - 6/14/13.

radeStation Performance Summary Collapse %

all Trades

Total Net Profit %$13,590.58 Profit Factor 2.06
Gross Profit $26,412.57 Gross Loss (312,821,
Total Number of Trades 37 Percent Profitable (56.76%
Winning Trades 21 Losing Trades 5
Even Trades 1

Awvg. Trade Met Profit Ratin Avg. Win:Avg. Loss 1.47
Awvg. Winning Trade $1,257.74 Avg. Losing Trade (3854.80)
Largest Winning Trade %4,704.07 Largest Losing Trade (52,246.40)
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all Trades

Total Net Profit
Gross Profit

Total Number of Trades
Winning Trades
Even Trades

Avg. Trade Met Profit
Avg. Winning Trade
Largest Winning Trade

Tomaorrow is a Fed Day. SPY closes = 25% and <= 50% of daily range.
Buy on close. Sell next day's close. $100k/trade. 1993 - 4/1/2014.

radeStation Performance Summary Collapse &

J

%12,043.90 Profit Factor

%$18,895.86 Gross Loss (36,851.96)
29 Percent Profitable
21 Losing Trades 8

0
Ratio Avg. Win:Avg. Loss 1.05
$899.80 Avg. Losing Trade ($856.50)
$2,943.00 Largest Losing Trade (32,066.52)

Even Trades

Avg. Trade Met Profit
Avg. Winning Trade
Largest Winning Trade

SPY closes in bottom 25% of daily range. Tomarrow is a Fed Day.
Buy on close. Sell Fed Day close. $100k/trade. 3/1/93 - present.

radeStation Performance Summary Collapse %
All Trades
Total Net Profit %20,552.27 Profit Factor (4.08
Gross Profit £27,234.96 Gross Loss (56,682.69)
Total Number of Trades 35  Percent Profitable G4.29%
Winning Trades 26 Losing Trades 9

0

£587.21 ) Ratio Avg. Win:Avg. Loss 1.41
£1,047°50 Avg. Losing Trade (3742.52)
$4,045.80 Largest Losing Trade (52,945.28)

What was true 4 years ago when | first devised this study holds true today: the worse the
close, the better the edge. It should also be noted that the bullish inclinations of Fed
Days have basically played out prior to the actual Fed announcement. Traders that may
look to trade the Fed Day edge could consider taking an exit ahead of the Wednesday
afternoon announcement.

Intermediate-term Outlook (2 weeks — 2 months) — updated 4/28 — neutral

The intermediate-term outlook was last updated in the 4/28/14 Letter. It can be found in
the most recent weekly letter on the website.
http://quantifiableedges.com/current-weekly-letter/
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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 numbered systems 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 @ $186.67 LIMIT ON CLOSE if it also closes in the
bottom 2 of its daily (open to close) range. Based on the short-term outlook above and
the fact that a weak close would set up favorably based on the Fed Day study. This limit
would put SPY just below its 10ma.

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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