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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

May 15, 2015 Volume 8 Issue 93

Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook (uantifiable Edges 3-day Risk/Reward Outlook
Bezrigh Bulish  Bearish Bullsh

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long XIV Flat

Tonight’s Research Points

e Low volume on the SPX breakout to a new high is a potential positive.
e High closes on the Thursday prior to opex have routinely been followed by a
pullback over the next few days.

Short-term Outlook

The Bottom Line
Evidence is mixed but leaning bullish. The market is now overbought. That combination

has the Aggregator neutral, and | am feeling neutral as well.
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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
May 15, 2015 Top of range close Opex Thursday 1-4 days Bearish
May 15, 2015 Low volume breakout to 50-high 1-5 days Bullish
May 6, 2015 1% drop on 2:1 negative breadth > 200 [1-9 days Bullish 3.00% -2.50% -5.40%
Active - Long Term
May 1, 2015 2 unfilled gaps down > 200. 5-day low |1-10 days Bullish 2.50% -1.70% -3.40%
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

Thursday was a rally day. The SPX rose 1.1%, the NASDAQ jumped 1.4%, and the
Russell 2000 gained 1.0%. Breadth was positive as the NYSE Up Issues % came in at
75% and the Up Volume % was 69%. Total NYSE volume declined some from
Wednesday’s level.

SPX closed at a new high on Thursday. This triggered the study below, which looks at
light volume breakouts. It was last seen in the 2/17/15 Letter. It shows that low volume
has actually been a positive. (Contrary to popular belief.)

SPX closes at a 50-day high after ont having done so for at least 10 days. NYSE volume is lower than
yesterday. Buy SPX on close. Sell X days later. $100kitrade. 1970 - present.
All: All: All: E E : E :
X All: Net Profit | Total |Winning|Losing BLEE $:nﬁ;g x:n::;( J‘T\_'L‘:i\:gg T_lll:l.:i‘n? Wirﬂnss ik (LEATE
Days Trades Trades Trades = ° A0 | Trage Trade Trade Trade Ratip | 'Cntractor  Trade
20 33,302.43 55 21 24 56.38 84| 213778 815710 1.28 1.85 805.
19 3343054 56 32 24 5714 : 5 -2,087.15| -9,055.32 1.25 1.66 55
18 33,524.09 56 34 22 50.71 11,076.80| -2,38495 | -9 09420 1.08 1.64 55
17 56 34 22 50.71 10,017.2 -2 488 75| -2 62296 1.04 1.81 55
16 56 35 21 §2.50 10, 3 -248331| -9243.81 1.00 1.66 &1
15 56 35 20 5429 40 28,1861 -2807.04| -9 352492 0.88 1.58 c4
14 38 40 18 63.97 32 731430 -2,451.04| -5 52568 0.83 1.84 63
13 35, 59 38 21 54.41 56| 7 7808 1,9168.81| -5160.09 1.05 1.89 503.
12 23, 59 33 26 55.93 71 5,998.7 170477 | -4539.14 1.20 1.52 39
" 18, 59 &yl 28 52.54 12| 58098 -1,588.05| -6,029.07 1.29 1.42 319.33
10 20, 59 30 29 50.85 06242 595000 142821 432452 1.45 1.50 347 87
9 25, 59 39 20 65.10 832 5147200 178757 531226 0.90 1.75 457.03
2 32, 59 40 15 §7.80 43| 5095.00| -1,528.43| 418555 1.1 2.14 558.95
7 < 59 39 20 65.10 AT 485500 -1,075.54) -3211.35 1.33 2.60 582.30
3 < 9 59 41 18 69.49 89| 500250 -788.79| -3563.85 1.51 4.36 205.46
5 49 534,34 59 44 15 74.58 34| 448250 -1,05781| -3693.73 1.41 412 839.57
4 33,801.80 59 42 17 71.1% 29 444000 -1,075.91) -2513.85 1.15 2.85 5729
3 32,130.54 59 39 20 65.10 83 3,950.00 -723.38 ) -1,802.37 1.65 3.22 5
2 18,739.93 59 39 20 65.10 20494 2212838 53283 -1,91280 127 2.48 3
1 8,736.53 59 39 15 65.10 45427 138402 -472.82 -1821.32 0.95 1.87 1
55 of 59 instances (93%) closed above the entry price
at some point in the next week.
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Here we see that there appears to be a strong upside inclination over the first week.
Beyond that there isn’t any edge.

To see how the 1-week edge has played out over time | have produced a profit curve
below.

SPX closes at a 50-day high after ont having done so for at least 10 days. NYSE volume is lower than

yesterday. Buy SPX on close. Sell 5 days later. $100k/trade. 1970 - present.
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The last few instances have struggled a little bit, but the upslope still appears intact. |
also ran it using time instead of instances in the x-axis.
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SPX closes at a 50-day high after ont having done so for at least 10 days. NYSE volume is lower than
yesterday. Buy SPX on close. Sell 5 days later. $100k/trade. 1970 - present.
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This provides further illustration of the persistent upside edge.
I have found in the past that a very strong rise in volume that accompanies a breakout can

be a positive, but any rise less than extremely high volume has generally not been a good
sign. The study below illustrates this. It was also seen in the 2/17/15 letter.
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SPX closes at a 50-day high after not having done so for at least 10 days. NYSE volume is higher
than yesterday but < 20-day high. Buy SPX on close. Sell X days later. $100k/trade. 1970 - present.
X | Awne | S winning Losng A5 | Wining | Winng | Losng | Losng WiLossy, AL ALAY
Days Proft | ades| Trades Trades | °20€|  Trade Trade Trade Trade Ratio | Tondector  Trade

200 -5,309.72 593 as 45 47.31 3, -3,196.74 | -11,548.52 1.07 0.95 -57.85

19| 10,233.75 94 49 45 5213 3 -3,167.72 | -11,862.35 0.98 1.07 108.87

18| 11,751.38 84 43 43 5213 3 -3,012.48 | -10,253.65 1.00 1.09 125.01

17| 7,850.82 84 50 42 53.19| 2 -3,071.06 | -9,419.67 0.93 1.06 83.52

16| 2,439.13 56 31 43 53.13| 26 -2,976.81 | -9,482.83 0.50 1.02 25.41

15| 6,829.71 86 43 47 51.04| 2676.25 -2,544.83 ) -5,808.50 1.1 1.05 71.14

14| -5,884.75 86 33 43 55.21 23210 -3,008.81 | -10,120.45 0.77 0.85 -71.72

13| -7,/584559 96 50 45 5208 231511 . -268916| -972534 0.86 0.54 8277

12| -14602.40 96 51 45 53.13| 213580 -2 74507 | -9878.00 0738 0.28 -152.11

11| -8,070.58 96 48 48 50.00 2,280.95 44| 245908 -9 4E2E8 0.93 0.593 -34 .07

10| -15,548 .82 96 45 51 46,88 | 220433 7.25| -22459.39| 363368 0.93 0.85 -161.98

9 -10,545.40 96 42 52 4583 213183 373| -2,00857| -5387563 1.08 0.90 -110.85

& -15283.07 56 45 47 51.04| 1,691.00 475| -2,08313| -7,085.22 0.81 0.24 -155.20

7| 123082 56 47 45 4856| 1,783.59 7.26 -1B8587| -7,255.84 1.08 1.1 12.82

6| -1,238.00 56 51 45 5313 1,479.43 B0 -1, 70418 -7,103.13 0.87 0.98 -12.88

5 -5,358.47 56 43 53 4479 1,589.43 6.82 -1,350.54| -5,088.44 1.14 0.93 -55.82

4| -13,346.599 56 43 43 50.00| 1,228.55 6.71| -1,506.862| -5585.56 0.82 0.82 -138.03

3 589.92 56 52 42 54.17| 112478 6,740.50 -1,315.88| -5,361.06 0.85 1.01 6.15

2| -3,075.11 56 35 41 57.29 731.01 402544 -1,055.62 -4£276.16 0.59 0.93 -32.03

1 7,182.71 56 54 42 56.25 3410| 2731.58 -489.74 ) -2722.61 1.05 135 74892

As you can see, higher volume breaks to new highs do not carry the same bullish
implications. These stats appear to be almost dead neutral. But of course volume was
lower on Friday. And that appears to be a positive.

But not everything tonight was bullish. The study below last appeared in the 9/19/14
Letter. It looks at times the market closed at a high level just before options expiration.
(It also excludes December since the 2" half of December is a seasonally strong period.)
Opex Friday and the days that follow have generally been a bad time for an overbought
market. The results are all updated.

SPX close intop 10% of 10-day range. Tomorrow is options expiration. It is not December.
Buy on close. Sell X days later. $100k/trade. 2003 - present.
All: All: All: . All: Avg All: Max All: Avg All: Max All: . .
X All: Met Profit | Total |[inning| Losing Prﬁgr.t:gle Winning Winning Losing Losing |Win/Loss Pruf?l-'"ﬁctur ﬁ.‘:.'};‘;;g
Days Trades Trades Trades Trade Trade Trade Trade Ratio
5| 2129193 40| 15| 25 37.50| 287.49| 3768.30| -1,384.17| —4932.90 0.64 0.38| 53230
4| -1918138| 40| 16 24 4000 788.84| 199425| -1,325.12| -2,809.20 0.60 0.40| 47953
3| -11289.18| 40 19| 21 4750 71226 2166.00| -1,182.00| -2,828.70 0.60 0.55| -282.23
2 937875 40 25| 15 6250 45773 153840 -1388.01 -3,78485 0.33 0.55| -234.42
1 283372 40| 22/ 13 5500  389.83| 228684 62277 -287580 0.63 0.77| 6584
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Numbers here appear squarely bearish. Below is a profit curve that assumes a 4-day
holding period.

SPX close intop 10% of 10-day range. Tomorrow is options expiration. It is not December.
Buy on close. Sell X days later. $100k/trade. 2003 - present.
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The curve has flattened a bit recently, but still seems strong enough for the study to merit
consideration. | elected to add this study to the Active List tonight.

| have updated the Aggregator chart below.
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With the mix of studies tonight the green Aggregator Line held above 0. Positive
readings mean net expectations from the Active List are for upside over the next few
days. Meanwhile, the black Differential Line fell below 0. The negative Differential
Line reading means the SPX is overbought versus recent expectations. So expectations
are positive but the SPX is 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 turned flat at the close.

Based on the current active studies, expectations are set to remain bullish on Friday. This
could change if more bearish evidence emerges. The Differential Pivot will be 2104.18
on Friday. That is 0.8% below Thursday’s close. So for SPX to change from overbought
to oversold versus expectations on Friday it will need to close down at least 0.8%.

My conservatism cost me yesterday as the bullish Aggregator signal was immediately
followed by a strong pop higher. But now it is back to neutral. And I am overall neutral
as well. With mixed evidence and an overbought market this doesn’t seem like an ideal
place to get involved. | will continue to manage my current positions while | wait for a
more favorable setup to emerge before taking on new ones.

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




Page8

Intermediate-term Outlook (2 weeks — 2 months) — updated 5/11- neutral

The intermediate-term outlook was last updated in the 5/11 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

HAL @ $46.35 (bought 1/3 @ limit)

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI — 1(HAL)

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.

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 $42.65 32.25%| $37.90 |Aggressive VIX
HAL(1/3) 5/8/2015 $46.35 $46.44 0.19% Catapult

This report has been prepared by Hanna Capital Management, LLC and is provided for information purposes only. Under no
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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
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published by any recipient for any purpose without the prior express consent of Hanna Capital Management, LLC.

Copyright © 2015 Hanna Capital Management, LLC.

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



http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/

