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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

October 9, 2014 Volume 7 Issue 191

Market Overview

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

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Flat

Tonight’s Research Points

e A bounce from a 20-day low to a 4-day high has often been an initiation of further
gains.

Short-term Outlook

The Bottom Line

Wednesday saw a very strong bounce. It appears it could have further to go. And since
the market is still on overbought, I am somewhat bullish for the short-term. This has me

long and holding for more gains.
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Summary of Recent Active Studies (see Letters from listed dates for details)

Avg Avg Avg DrawDn
Study Date Description Time span |Bias Run-up [DrawDn |-1Std Dev
Active - Short Term
October 9, 2014 20-day low then 4-day high 1-8 days Bullish 2.40% -1.30% -2.50%
October 8, 2014 VIX100-high. SPX > 100-low 1-7 days Bullish 3.00% -2.30% -4.90%
October 7, 2014 20-day low then 3-day pause 1-5 days Bullish 1.90% -1.30% -2.80%
October 6, 2014 2 days up < 3 ago after 20-day low 1-4 days Bullish 2.10% -1.00% -1.90%
Active - Long Term
October 9, 2014 20-day low then 4-day high 1-19 days Bullish 2.40% -1.30% -2.50%
October 3, 2014 Reversal from 20-day low > 200ma 1-10 days Bullish 3.60% -1.10% -2.45%
September 4, 2014 SPX 20-day high. NDX biggest loss in 20|1-50 days | Bullish 6.50% -2.70% -5.10%
April 28, 2014 Sell in May 6 months Bearish
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
Dropped Tonight
October 8, 2014 QE Buying Power Swing Long 1-6 days Bullish

The Evidence

The market rallied hard on Wednesday. SPX jumped 1.75%, while the NASDAQ and
the Russell 2000 each gained 1.9%. Breadth was strong as the NYSE Up Issues % came
in at 78% and the Up Volume % was 80%. Total NYSE volume came in at the highest
level since September opex Friday.

Wednesday was a strong enough move that we saw SPX go from closing at a 20-day low
on Tuesday to closing at a 6-day high on Wednesday. In the 8/11/14 letter | looked at
other times in which the market put in a strong thrust off a 20-day low. There | required
a close of at least a 4-day high. | have updated the results below.
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After closing at a 20-day low yesterday, SPX closes at a 4-day high today. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1990 - present.
X | ANt | Tl aning Losing 25 ™ | Wining | wiming | Losng | Losng [Wintoss|, A% | AtAvg
Days Proft | ades Trades Trades °'20®|  Trage Trade Trade Trade Ratip | Tortractor) Trade
20| 5643879 25 20 5 B80.00 3,665.15| 11,665.50| -3,372.85| -6,379.08 1.09 435 2257.55
19| 57,190.94 25 19 ] 76.00| 3,897.85( 12,037.30| -2,811.38| -6,347.80 139 439 228764
18| 5013822 26 21 5 8077 308523 10583.30| -293013| -4145597 1.05 442 152843
17| 4372809 28 20 ] T892 322718| 11183.70| -2,83550| -4247598 1.22 408| 1237418
16| 47 06867 25 19 7 73.08| 3,240.08| 11,508.00| -2,070.35| -4,320.78 1.58 425 181033
15| 4479569 25 18 8 6923 328713| 11,173.80| -1,796.58| -4,723.96 1.83 412 172291
14| 42 368.33 26 20 5 7682 2941.04| B507.30| -2,741.80| -7,687.52 1.07 358 1629.59
13| 38325495 26 20 [+ 7692 263896 942700| -257555| -7363.04 1.04 343| 1474038
12| 3812753 26 19 T 7308 270982 8151.00| -190842| 563534 1.42 385 148544
11| 44 142,05 25 21 5 8077 2,59514| 864270 -20T118| -5722.20 1.25 526 189777
10| 359548.29 25 20 -] 7692 2651993 8592430 -2125.04 1.23 4.1 1,524.93
9| 38,041.41 25 19 7 73.08| 2,516.85| 8603.10| -1,396.57 1.60 489 146313
8| 37 746.48 26 19 T 73.08| 248508 827640  -1,363.71 1.83 495 1451.79
7| 27329.36 26 18 8 6923 223843 583220| 162029 1.38 3N 1,051.13
8| 2434524 28 16 10 6154 221071 588830 -1,10251 2M 321 936.39
5| 21,488.35 25 16 10 6154 1,940.18| 5508.80 -555.45 2.03 325 226.43
4| 1878665 25 18 ] 6923 166695 432630 -1,277.33 1.31 254 761.03
3| 16,777.62 26 18 g 6923 1,46213| 436590 -1,182.59 1.23 278 545.29
2| 125976.43 27 20 T 7407 1,08554| 34795.30| -1,190862 0858 256 430 .61
1 1,168 .65 27 13 14 4315 68657 253610 -554 08 1.24 1.15 43238

Day 1 is a bit iffy, but after that there appears to be a strong and consistent edge over the
next 4 weeks. This suggests a good chance that Wednesday’s rally was the beginning of
a continued move higher. | produced profit curves for the 8-day and 19-day holding
periods highlighted above. First, the 8 day...
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After closing at a 20-day low yesterday, SPX closes at a 4-day high today. Close > 200ma.
Buy on close. Sell & days later. $100k/trade. 1990 - present.

1T 2 3 4 5 &6 7T & 9 10 1 12 13 14 15 186 17 18 1% 20 21 22 23 24 2% 26

Trade Number

The strong, steady upslope for the 8-day period is impressive and serves as confirmation

of the upside edge. Now the 19-day curve.
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After closing at a 20-day low yesterday, SPX closes at a 4-day high today. Close = 200ma.
Buy on close. Sell 19 days later. $100k/trade. 1990 - present.
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This one is a little choppier, but it sure has been strong lately, with 8 of the last 9
instances all closing higher. | also wanted to check one more thing. We know that 20-
day lows in uptrends are often followed by a rally. So I also looked at bounces that did
not reach 4-day highs the 1% day.
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After closing at a 20-day low yesterday, SPX closes up but < 4-day high today. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1990 - present.
X | At Ll g osing A5 | Winning | Wimng | Losing | Losng Widoss, AT | AUAW
Days Proft | ades Trades Trades °'20®|  Trage Trade Trade Trade Ratip | Tortractor) Trade
20| 92,251.86 73 52 21 7123 315413| 1292720 -3,417.27| -9587.72 0.92 229 126372
19| 80.411.16 73 31 22 69.86| 2,939.96( 13,964.52| -3,160.31|-12,375.24 0.93 216 1101.52
18| 89,583.37 s 31 24 §8.00 3,08985| 1389561 | 2332871362569 1.08 232 118444
17| 80577.73 78 31 25 g7.11 300415 13,554.35| 250544 -10959.00 1.03 21 1,080.23
16| 81,083.81 78 51 25 6711 | 2,991.89| 11,842.40| -2,860.09| -9,455.89 1.05 213| 108589
15| &1,016.60 78 50 28 6410 3,001.22| 11,759.91| -2,465.87| -7,655.72 1.22 217 1,038.67
14| T4 5966.68 78 34 24 6923 2,550.35| 1044811 | -2,61467| -7,789.32 0.58 218 861.11
13| 7587548 a0 51 28 63.75 264886 10985422 204185 651077 1.30 228 943 44
12| 4273454 a2 43 34 58.54 253282 1124350 231884 -8570.72 1.09 1.54 521.16
11| 52,759.02 &5 53 32 6235 2,419.35| 10,913.54| -2,358.32| -8225.72 1.03 1.70 620.69
10| 39,813.58 &8 53 35 60.23| 232555 10,577.93| -2,384.01|-11,602.12 0.98 1.48 452,43
9| 57 548.55 80 57 33 6333 220211 8,067.07| -2,058.71| -5,195.44 1.07 1.85 53544
8| 61,3591.02 93 63 30 6774 2006857 812470 216742 -7580.04 0.93 1.94 8660.12
7| 8780438 95 87 28 7053 208855 773485 180551 -518584 1.14 274 92531
6| 77 76667 58 ] 30 69.3% 195432 652010| -1,83757| -5822.32 1.08 241 T593.54
5| 62,195.91 102 65 35 64.71 1,918.83| 655078 -1,790.19| -5937.53 1.07 1.97 609.76
4| 5080215 110 72 38 65.45 1,48324| 565000 -1,473.45| -5,345.28 1.1 1.81 451.64
3 41511400 116 T4 42 6379 1,172.44| 3938.7% -1,07483| -6,154.38 1.09 1.82 Je8.72
2 3538442 128 78 31 6047 1,0253 3,644 28 -B54.51) 274274 1.20 1.84 28213
1| 2183588 129 78 31 §0.47 o658 29377 -728.897 -2,52580 1.04 1.59 16827

Results here are pretty good and also seem to favor more upside. But if you compare the
“Avg Trade” column on the far right you’ll find that from Day 2 — Day 19 the Avg Trade
here was about half the Avg Trade when the 1% day jumped SPX up to a 4-day high.
Overall, the 1st study above appears worthy of both the short and intermediate-term
Active Lists.

| have updated the Aggregator chart below.
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#4 TradeStation Chart Analysis - $SPX.X Daily [CBOE] S&P 500 Index Bl o=

SSPX X - Daily CBOE B=1983.76 A=1973.32 Hi=1870.36 Lo=1825.25 V=2 422 787

r2,010.00

s
. i
*ﬁ$TTQT +Q’.Q?!T % IID

r1,980.00

Jrag o =

r1,960.00

r1,850.00

F1,940.00

r1,930.00

QE Aggregator 1D (3, ADE. Barinterval "QEA32" "MYCLASS" True} 0.17 0.18

r0.60
+0.40
M 07|

With tonight’s studies taken into account the green Aggregator Line held strongly 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 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 bullish on
Thursday. It would take strong bearish evidence in order to change that. The Differential
Pivot will be 1976.34 on Thursday. That is 0.4% above Wednesday’s close. So for SPX
to move from oversold to overbought by the close on Thursday it is going to need to
close up at least 0.4%.

Hanna Capital Management, LLC 16 Hillcrest Rd., Medfield, Massachusetts 02052 781-956-6952
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Bottom line is that Wednesday’s bounce was strong, and it did not produce any studies
suggesting an immediate reversal back down. In fact, the evidence we saw suggested
prices are more likely to continue to rise over the coming days (and weeks). The CBI
remained at 5. While all of the Catapult positions posted gains on the day, none were
strong enough to reach any target levels. This implies they (and the market) should have
further to rise. Additionally, SPX has another 0.4% to go on Thursday before turning
overbought. So I intend to ride my long positions a little longer. If the market rallies
further on Thursday and SPX manages to close above its Differential Pivot, then I will
look to take profits on my SPY position at the close.

Intermediate-term Outlook (2 weeks — 2 months) — updated 10/6 — neutral

The intermediate-term outlook was last updated in the 10/6Letter. It can be found in the
most recent weekly letter on the website.
http://quantifiableedges.com/current-weekly-letter/

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

DVN - 1/3 @ $64.82 (bought @ $64.51)

APA —1/3 @ $86.19 (bought @ $85.46)

DVN - 1/3 @ $63.61(buy @ limit)

APA —1/3 @ $84.21 (buy @ limit)

F—-1/3 @$14.10 (buy @ limit)

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI — 5/3(DVN-2, APA-2, F)

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

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.

None tonight

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss |Stop Notes

APA(1/3) 10/7/2014 $85.46 $85.43 -0.04% Catapult

DVN(1/3) 10/7/2014 $64.51 $63.95 -0.87% Catapult

APA(1/3) 10/8/2014 $83.77 $84.43 0.79% bought on open

DVN(1/3) 10/8/2014 $63.22 $63.95 1.15% bought on open

F(1/3) 10/8/2014 $14.07 $14.21 1.00% bought on open

SPY(1/4) 10/8/2014| $193.26 $196.64 1.75% sell on SPX close > 1976.33

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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