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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

July 9, 2015 Volume 8 Issue 130

Market Overview

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

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing
Long 100% Long XIV Flat

Tonight’s Research Points

e A strong move to a 50-day low on light volume has led to some lasting bottoms in
the past.

e The unfilled gap down and poor close at a 50-day low suggest a short-term upside
edge.

e The high VIX reading coupled with the SPX market position suggest a short and
intermediate-term bullish edge.

Short-term Outlook
The Bottom Line
Evidence became more bullish on Wednesday and the market became more oversold.

This appears to be a potential short-term buying opportunity.
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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
July 6, 2015 20-low then 3-day consolidation 1-5 days Bullish 1.90% -1.40% -2.80%
July 2, 2015 2-day bounce from big drop 1-5 days Bullish
July 1, 2015 20 low reversal bar 1-5 days Bullish 2.10% -1.40% -2.50%
June 30, 2015 4 Lower Lows. 20-day low. 1-8 days Bullish
Active - Long Term
July 1, 2015 20 low reversal bar 1-10 days Bullish 2.90% -1.85% -3.40%
May 18, 2015 NASDAQ leading SPX int term 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

(list not updated tonight)

The Evidence

The market hard on Wednesday. The SPX lost 1.7%, the NASDAQ declined 1.75%, and
the Russell 2000 closed down 1.5%. Breadth was negative as the NYSE Up Issues %
came in at 18% and the Up Volume % was 6%. Total NYSE volume came in at the
lowest level in months.

The SPX closed down below its 200ma for the 1% time since October. | ran a few tests
examining 200ma crosses. | did not find consistently bullish or bearish results. But the
Quantifinder did offer a decent amount of evidence. The studies leaned bullish, and |
have updated the most compelling ones below.

One common market misconception is that the market cannot bottom on low volume.
This next study shows that isn’t the case, and in fact strong, but low volume drops to 50-
day lows have commonly suggested an upside edge. The study below was last seen in
the 6/7/11 letter. (And the instance prior to that marked the day of the huge *09 bottom.)

SPX closes down = 1% and at a 50-day low. NYSE volume is the lightest in 5 days.
Buy on close. Sell X days later. $100k/trade. 1988 - present.
X | ane | A A | G| e | A ALl S | s
Days Profit Tradez|Trades |Trades e Trade Trade Trade Trade Ratio ProfitFactor)  Trade
10 3552489 10 ] 2 20.00 543755 21,519.33| -3,787.75| 557413 1.44 574 358248
9| 2663706 10 7 3| 70.00| 485207 1352547 244218 522418 1.90 4584 286380
&l z0626.18) 10 7 3| 7o.00| 534256) 1580397 -2257.25) 486778 237 552| 306262
7| 33,180.55 10 7 3 70.00 563282 1731954 | 207972 425184 27 632 331905
6 2813572 10 g 4/ e0.00| 500518 1493273| -2,323.24| 426254 254 381 251357
5 24551584 12 7 5 58.33 ) 438122 11,371.82] 122832 162945 3.57 5.00 204533
4| 23,089.78 12 9 3 75.00 287593 11,752.94 93118 -1,380.14 3.09 927 152415
3| 243535 1zl 1 1| 9167 2331.74| 10,808.87| -1,295.58| -1,20558 1.80 19.80| 2,028.45
2 1448855 12 2 4 86667 2202 -783.55 1,508.98 2.81 562 120748
1| oe134a] 12 g 4| eBET| 158678 £33129) -B20.18| -2,11783 230 461 31779

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




Page3

There is often an immediate bounce, and then after a pause or pullback the positive
inclinations persist. Below | have listed all instances with a 10-day exit strategy.

SPX closes down = 1% and at a 50-day low. NYSE volume is the lightest in 5 days.
Buy on close. Sell 3 days later. $100k/trade. 1988 - present.

Date/Time Signal Price % Profit Run-up

Drawdown
08/15/88 Buy $258.68 1.41% %1,574.88
08/29/88 Sell $262.33 ($829.90)
01/22/90 Buy $330.37 0.45% $721.78
02,/05/90 Sell $331.85 ($3,183.08)
11/22/91 Buy $376.13 0.57% $1,656.25
12/09/91 Sell $378.26 ($1,264.05)
10/09/92 Buy $402.65 2.84% %3,558.80
10/23/92 Sell $414.10 $0.00
09,/29/99 Buy $1,268.37 1.35% $5,520.84
10/13/99 Sell $1,285.55 ($195.78)
04,/29/02 Buy %1,065.45 0.86% $2,415.21
05/13/02 Sell %1,074.56 ($1,533.57)
07/01/02 Buy $9658.65 (6.99%) $2,565.73
07/16/02 Sell $900.94 ($9,495.57)
10/07/02 Buy $785.28 14.57% $14,654.53
10/21/02 Sell $899.72 ($2,109.47)
03,/09/09 Buy £676.53 21.64% $21,585.48
03/23/09 Sell $822.92 $0.00
06/06/11 Buy $1,286.17 (0.61%) $773.85
06,/20/11 Sell $1,278.36 ($2,163.70)

There are some large outliers but the results remain impressive nonetheless. Below are
the instances using a 3-day exit strategy.
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SPX closes down = 1% and at a 50-day low. NYSE volume is the lightest in 5 days.
Buy on close. Sell 3 days later. $100k/trade. 1988 - present.

Date/Time Signal Price % Profit Run-up

Drawdown
08/15/88 Buy $258.68 0.91% $1,574.88
08/18/88 Sell $261.03 ($455.48)
08/22/88 Buy $256.97 0.86% $1,614.35
08/25/88 Sell $250.17 ($171.16)
01/22/90 Buy $330.37 (1.30%) $721.78
01/25/90 Sell $326.08 ($1,875.42)
11/22/91 Buy $376.13 0.11% £572.40
11/27/91 Sell $376.55 ($1,195.15)
10/09/92 Buy $402.65 1.67% $2,199.76
10/14/92 Sell £400.37 £0.00
09/29/99 Buy $1,268.37 2.86% $2,825.94
10/04/99 Sell $1,304.60 ($195.78)
04/29/02 Buy $1,065.45 1.79% $2,415.21
05/02/02 Sell $1,084.56 ($185.07)
05/06/02 Buy $1,052.67 1.93% $3,407.50
05/09/02 Sell $1,073.01 ($348.74)
07/01/02 Buy $068.65 2.10% $2,103.26
07/05/02 Sell $080.03 ($3,479.34)
10/07/02 Buy $785.28 2.37% $2,085.77
10/10/02 Sell $803.92 ($2,109.47)
03/09/09 Buy $676.53 10.97% $11,186.70
03/12/09 Sell $750.74 $0.00
06/06/11 Buy $1,286.17 0.22% $773.85
06/09/11 Sell $1,289.00 ($673.75)

In included this study on the Active list.

Another study examined SPY’s unfilled gap down and its weak close at a 50-day low. It
was from the 6/13/11 letter. | have updated it below.
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SPY gaps down and doesn't fill. It closes in the bottom 25% of its daily range and at a 50-day low.
Buy on close. Sell X days later. $100k/trade. 1993 - present.

X | AUNet | ing|Losing A% | Winning | Wemng | Losng | Losing Wioss, AL | ALAYS
Da‘g‘S Profit Trades |Trades (Trades e Trade Trade Trade Trade Ratio FroftFactor|  Trade
10 10 39 23 15 58.97 15,488.00 | -42828.75|-11,547.30 1.26 1.82 1427.41
5 7374 39 27 12 69.23 1461760 -5823.75|-20523.36 078 1.76| 138551
8 9.94 39 27 12 69.23 15,449.60| -5329.71|-18549.95 0.83 187 1,428.45
7 542,54 40 26 14 65.00 13,491.20 -3,881.20|-12,441.38 1.03 1.81
6| 50,720.02 42 30 12 71.43 13,017 .60 4 50724 1087812 0.7¥8 154
5| 44762.58 42 27 15 64.29 10,816.00| -3,187.81| -7,955.64 1.08 1.84
4| 2124344 44 24 20 54.55 13,56800| -277643(-10531.08 1.16 1.39 455 44
3| 34,549.37 a7 30 17 63.83 8,358.40| -2267.57| -5835.94 1.07 1.50 735.09
215212 45 28 23 53.06 7,756.80| -193351| -7761.73 1.18 133 311.66
1) 17,138.38 50 29 21 58.00 575438 -1293.53 -T417.30 1.18 1.63 34277
The numbers look strong and suggest a short-term bullish edge. Below is a look at a

profit curve for a 3-day exit strategy.

SPY gaps down and doesn't fill. It closes in the bottom 25% of its daily range and at a 50-day low.
Buy on close. Sell 3 days later. $100k/trade. 1993 - present.
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A Dbit choppy but it continues to head from lower left to upper right, and serves as some

confirmation of the numbers.
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The VIX also provided some notable action today. The VIX is often referred to as the fear
index. When VIX levels are relatively high, that often suggests fear and uncertainty among
market participants. Relative highs can be measured a number of ways. Often | will show
VIX levels compared to short-term moving averages. But an interesting study tonight looked
at 100-day VIX highs that occurred when the SPX was not making 100-day lows. In other
words, relatively extreme fear in a market that is not making long-term lows. The study was
last seen in the 2/4/14 Subscriber Letter. | have updated it below.

VIX closes at a 100-day high. SPX does not close at a 100-day low.
Buy SPX on close. Sell X days later. $100k/rade. 1991 - present.

X All Net TA": _AIIE AI_I: All % AI!: A_vg AI!: r.'l_ax All: ﬁ_wg All: r._'lax _AII: Al All Avg
otal [Winning|Lo=ing Winning Winning Losing Losing |Min/Loss
Days Proft  rrades Trades Trades| ° 20| Trade Trade Trade Trade Ratip | TOntacter  Trade
10| 63 .80 45 30 16| 6522 3317.05) 13,81590| -2267.60| -753272 1.46 274 137455
9| 66,954.55 45 34 12 73.91| 285567 1148680 -251436 572763 1.14 322 455.53
8| 63,191.00 45 34 15| 6939 285474 1138235 -2258.00| -9154.20 1.26 287 128961
7| 68,309.57 50 35 15 70.00| 252483 10,706.80) -1570.64 -7304.57 167 390 1,385.19
6| 58,084.25 53 39 14 73.08| 240465 1008280 249272 -BTF1278 0.96 268 1,111.02
5| 56,704.78 54 35 19| 6481 250412 915720 -1,812.680(-11533.34 1.44 265 1,050.09
4| 52,848.52 58 40 18| 6897 2278200 881076 -2126.64| -95258.00 1.07 2.38 911.18
3| 4585349 62 45 17 72588| 171318 3543234 183762 -5556.04 0.93 247 739.57
2| 4780262 %] 43 25 63.24| 1,71451| 5049.00) 103685 -5441.80 1.65 2.64 702.95
1) 4393422 a7 54 32| 6207 143492 5117468 -1,04548| -5529.81 1.37 | 504 99

Numbers here look pretty solid. But while SPX did not close at a long-term low, it did close
at an intermediate-term low. | decided tonight to re-run the above test and look for times
where at least a 20-day low was made.
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VIX closes at a 100-day high. SPX closes at a 20-day low but not a 100-day low.
Buy SPX on close. Sell X days later. $100k/trade. 1991 - present.

X
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All Net All: All:
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73,307.45 30
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62,424.77 32
55,495 12 34
55,186.21 35
47 209.05 3B
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All: Max All:
Losing |Min/Loss
Trade Ratio
-7,241.91 147
-10,655.01 1.19
-4.172.91 132
-5,054.72 146
-3,408.12 1.86
-4 T83.80 2.00
-5,257.60 127
-4 762.55 1.33
-4 796.00 1.61
-3,560 .48 249
-4 97728 213
-2, 570.04 1.80
-2,455.34 256
-3,669.34 216
-3,703.11 153
-2 927 .40 389
-3,078.35 166
-2,260.28 1.63
-2, 726.97 214
-5,829.81 1.02

All:

ProfitFactor

7.34
5.95
6.50
728
1211
10.02
6.37
6.67
8.07
6.85
447
783
8.76
9.37
T4
.49
5.34
5.44
413
2.89

Al Avg

Trade

3,510.81
3,220.03
3,129.56
3,118.79
3,111.34
2,370.06
2,44358
2,202.02
2,154.93
2,064.22
1,756.28
1,096.53
1,869.26
1,850.77
1,661.62
1,605.32
1,242.34

99565

887.03

562.35

The stats here were even stronger and the bullish edge seemed to persist for at least 4 weeks.
Below are profit curves for the 7-day and 20-day holding periods. First the 7-day.

Hanna Capital Management, LLC

16 Hillcrest Rd., Medfield, Massachusetts 02052
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VIX closes at a 100-day high. SPX closes at a 20-day low but not a 100-day low.
Buy SPX on close. Sell 20 days later. $100k/trade. 1991 - present.
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This looks strong and serves as confirmation of the upside edge. Now for the 20-day.
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VIX closes at a 100-day high. SPX closes at a 20-day low but not a 100-day low.
Buy SPX on close. Sell 7 days later. $100k/rade. 1991 - present.
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Nothing wrong with this. | have added this study to both the short and intermediate-term
active lists 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 the new studies taken into account the green Aggregator line moved further above 0
tonight. Positive readings mean net expectations from the Active List are for upside over
the next few days. Meanwhile the black Differential Line also rose further above 0. The
positive Differential Line reading means 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 set to remain positive on Thursday.
With so much bullish evidence that is unlikely to change. The Differential Pivot will be
2078.95 on Thursday. That is 1.6% above Wednesday’s close. So for SPX to move from
oversold to overbought it will need to close up at least 1.6% on Thursday. That is a tall
order. A more likely scenario for working off the oversold condition would be a multi-
day rally or consolidation.

Upside evidence has strengthened, the SPX is now clearly oversold, and there is a good
amount of room to the upside to potentially profit. | like this setup quite a bit better than
| did the last 2 night. This appears to be an opportunity offering favorable reward/risk,
and 1 will therefore look to take advantage of a bounce. I will do so by beginning to scale
into a long index position.

Hanna Capital Management, LLC 16 Hillcrest Rd., Medfield, Massachusetts 02052 781-956-6952
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Intermediate-term Outlook (2 weeks — 2 months) — updated 7/6— slightly bullish

The intermediate-term outlook was last updated in the 7/6 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

CVX - $94.77 (bought 1/3 @ limit)

New

DD - 1/3 @ 58.16 (buy @ limit)

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI — 2(CVX, DD)

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.

DD — buy 1/3 Catapult position @ $58.16 LIMIT. This is a Catapult trade from above.
It is the 1*' of 3 possible lots for DD. Though they have done well over time, Catapults
tend to be quite volatile and are traded without initial stops. Those new to Catapults
should examine the information on the Catapult System page.

SPY — buy ¥ index position @ $204.70 LIMIT. Based on the short-term outlook
above, | will look to start scaling into an index position on Tuesday. | place the entry
price a little above Wednesday’s close to give myself a better chance to receive a fill if
SPY gaps up at the open.
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Current Open Trade ldeas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss |Stop Notes
RTN(1/3) 6/29/2015 $96.52 $97.31 0.82% sold on open
RTN(1/3) 6/30/2015 $95.92 $97.31 1.45% sold on open
CVX(1/3) 7/7/2015 $94.41 $93.56 -0.90% Catapult
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