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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

April 1, 2015 Volume 8 Issue 62

Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long XIV Flat

Tonight’s Research Points

o Early April has typically been a bullish time for the market.
e Oversold into a new month has often been followed by gains.

Short-term Outlook
The Bottom Line
Evidence remains bullish. Despite Tuesday’s selling the market remains overbought.

This is leaving me with a neutral short-term outlook.
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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
April 1, 2015 Pullback into month end 1-5 days Bullish
April1, 2015 Early April bullish 1-4 days Bullish
March 31, 2015 SPX up 2+ dayslowvol10. Close>200 [1-3 days Bullish 1.20% -0.90% -1.70%
March 26, 2015 1% drop on weak breadth 1-9 days Bullish 3.00% -2.50% -5.40%
March 19, 2015 High volume up day > 200ma. No opex |1-10 days Bullish 2.50% -1.50% -3.10%
Active - Long Term
January 26, 2015 NASDAQ]leading SPX int term Bullish
November 3, 2014 Best 6 Months 6 months Bullish
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22,2013 New High Divergence (Study of Tops) |int term Bearish
February 1, 2012 Golden Cross int term Bullish

The Evidence

The market got knocked down a bit on Tuesday. The SPX and NASDAQ each dropped
0.9%, and the Russell 2000 lost 0.4%. Breadth was negative as the NYSE Up Issues %
came in at 41% and the Up Volume % was 32%. Total NYSE volume rose from
Monday’s low level..

There were a few studies tonight related to turn of the month bullishness. In last night’s
letter I showed that the start of new months has not exhibited the kind of bullish behavior
over the last 4 years that it had previously. But there were a couple of turn of the month
studies that appeared tonight that still seemed worth examination. They were both also
seen in the 10/1/14 letter.

The first study uses moving averages to examine times where the market is undergoing a
short-term pullback during a long-term uptrend as a new month is entered. All stats are
updated.

SPX closes = 10ma and = 200ma on the last trading day of the month.
Buy on close. Sell X days later. $100k/trade. 1994 - present.

All: All: Al Al Avg All: Max All: Avg All: Max All:

X Lz 'IJ;'lcla.aI Winning | Losing . Winning Winning Losging Losing |Win/Loss = e
Da'_.fs Al Trades | Trades Trades FETELE Trade Trade Trade Trade Ratio Froftfactor  Trade
] 5| 7267875 72 56 16 7778 443597 -1885.51| -7,153.30 0.97 341 1,009.43
4| 6572222 72 54 18 75.00 3,838.00| -135865| -7,10017 124 373 926.70
3| 45,151.83 T2 47 25 6528 370044 128125 349235 128 241 B27.11
2| 39,081.14 72 53 19 7361 121281 3,44232) -1326.20| -4,320.08 0.91 255 54279
1| 40,105.00 72 54 18 75.00 DE2.23( 3,119.10 £76.82( -2550.62 1.43 429 E57.01

66 of 72 instances (92%) closed above the entry price
at some point in the next week.
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Day 1 has obviously provided strong numbers, but even beyond that there appears to be
some follow through over the next few days. Below is a profit curve for the 5-day
holding period.

SPX closes < 10ma and = 200ma on the last frading day of the month.
Buy on close. Sell 5 days later. $100k/trade. 1994 - present.
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The curve has struggled a bit more recently, but the recent new highs suggest the bullish
inclination remains intact.

| also showed another compelling turn of the month study in that 10/1/14 letter. It broke
out stats when SPY closed in the top half of its daily range versus the bottom half, and
found that weak closes on the last day of the month led to much better returns on the 1%
day of the next month. Below are stats for this scenario.
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It is the last trading day of the month. SPY closes = 200ma and in the bottom half of its daily
range. Buy on close. Sell next day's close. $100k/trade. 1996 - present.

radeStation Performance Summary Collapse %

All Trades

Total Net Profit %61,932.25 Profit Factor (10.55]
Gross Profit $68,416.29 Gross Loss (356,484.04)
Total Number of Trades 92 Percent Profitable (81.52%]
Winning Trades 75 Losing Trades 7
Even Trades 0

Avg. Trade Met Profit : Ratio Avg. Win:Avg. Loss 2.39
Avg. Winning Trade $912.22  Avg. Losing Trade (3381.41)
Largest Winning Trade $3,295.88 Largest Losing Trade ($1,353.59)

The stats here are very strong. Gains blow away losses in every category. Gross gains
are over 10x the size of gross losses. That’s an impressive stat when you are looking at a
sample size of 92 instances. Here is a look at the profit curve.

It is the last trading day of the month. SPY closes = 200ma and in the bottom half of its daily
range. Buy on close. Sell next day's close. $100k/trade. 1996 - present.
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Like the previous study, there was a little dip in the curve recently, but it seems to be
trying to get back on track and the overall picture looks quite impressive. So it seems
turn-of-the-month seasonality may be worth taking into consideration based on the recent
pullback.
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Of course we aren’t entering just any month. We are entering April. In Sunday night’s
letter | discussed the bullish seasonality that early April has exhibited over the last 21
years. | have copied the excerpt from that letter below.

As we near April Fools Day on Wednesday it is worth noting that early April has been an
especially strong period over the years. The table below is updated from the 4/1/13
letter.

Buy SPX at close on last trading day of March.
Sell X days later. $100kitrade. 1994 - present.

All: All: All: . All: Avg All: Max All Avg All: Max All:

X SEE Total Winning Losing — Winning Winning Lo=ing Losing |Win/Loss e At
Days Profit Trades | Trades Trades e Trade Trade Trade Trade Ratio ProfitFactor|  Trade
5 1457121 21 15 6 7143 158626 4435897 -1,568212| 274512 1.02 255 693.87
4| 2331550 Pl 16 5 7619 172514 4701.25 857 38| -1,831.35 2.01 G644 111028
3| 18609.07 Pl 16 5 76819 174823 557875 -1,87253| 450574 0.93 258 885.15
2| 18,789.33 21 18 5 7619 151918 458375 -1,42351| -4638.84 1.14 3164 20473
1| 9,600.90 21 16 5 76.19 846.13| 3,559.50 -T37.42| -1,532.18 1.07 3144 457.19

The numbers here are quite impressive. The edge seems to max out on day 4. Below is a
profit curve for a 4-day holding period.
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Buy SPX at close on last trading day of March.
Sell X days later. $100k/trade. 1994 - present.
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Sixteen of the 1% eighteen years were higher on day 4, but the last 3 have seen mild
declines. | still believe we will see some favorable seasonality in early April. (The 2-day
time period has been up all of the last 3 years.) So this is something to keep in mind for
later in the week.

So evidence tonight is pointing bullish, and it is primarily due to a positive seasonal
environment. | have factored this in to the Aggregator calculation and updated the
Aggregator chart below.

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



http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html

Page 7

% TradeStation Chart Analysis - SSPX.X Daily [CBOE] &P 500 Index B olie =

SSPX X - Daity CBOE L=2067.89 -18.35 -0.88% DB=2060.40 A=2073.84 0=2084.05 Hi=2084.05 Lo=2067.04 C=2067.89 V=1914174

ol yr—
DTTf T ff+l ! ' e

r2,080.00

lj__l f l 12,080 00
5067 53]

¢ r2,060.00

r2,050.00

/’\\, u

WYV

T T
17 23 Mar ] 16 23 30 Apr

QE Aggregator 10 (3, ADE. Barinterval "QEA3Z" "MYCLASS" True) -0.07 0.12

With tonight’s studies factored in the green Aggregator Line 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 remained below 0. The negative
Differential Line reading means the SPX is overbought versus recent expectations. So
expectations are positive but the SPX is still overbought. This is considered a neutral
configuration. Neutral configurations are visible on the chart whenever both lines close
on opposite sides of 0. Therefore the Aggregator signal stayed flat at the close.

Based on the current active studies, expectations are set to remain positive on
Wednesday. Of course that could change if new bearish evidence emerges. The
Differential Pivot will be slightly inverted at 2068.11 on Wednesday. That is less than Y4
SPX point above Tuesday’s close. An inverted pivot means that the Differential Line
will cross through zero if SPX closes flat. In this case, in order to remain overbought
versus recent expectations SPX is going to need to close up, but just slightly. Any flat or
down close would cause SPX to be considered “oversold versus expectations” as of
Wednesday’s close.

So evidence continues to point higher, and | have not seen any compelling bearish
evidence emerge in the last few days. But the market is overbought and it will remain so
if it closes up on Wednesday. That suggests reward/risk is not terribly favorable yet. So
I will not be looking to get into any new positions on Wednesday. | may on Thursday if
Wednesday turns into another down day.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 3/30— somewhat bullish
The intermediate-term outlook was last updated in the 2/23 Letter. 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

UPS - 1/3 @ $96.64 (bought)

UPS — 1/3 @ $96.59 (not filled-cancel order)

Catapult for ETF’s Trades
None

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

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

XIV(1/2) 3/9/2015 $32.25 $34.64 7.41%| $32.69 |Aggressive VIX
SPY(1/4) 3/25/2015| $205.76 $208.00 1.09% sold at limit
BMY(1/3) 3/26/2015 $64.56 $65.48 1.43% sold on open
UPS(1/3) 3/27/2015 $96.64 $96.94 0.31% Catapult
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