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Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr Swing
Flat 50% Long XIV Short

Tonight’s Research Points

e When the VIX moves from 10% above the 10ma to 10% below the 10ma in less
than a week it has been typically been followed by gains.

e The QE Buying Power Swing System is now short.

e Big VXO drops often lead to difficult market days the following day.

o 3 days of strong Nasdaq breadth are often followed by a down day.

Short-term Outlook
The Bottom Line

Evidence remains net bullish but the SPX is now short-term overbought. This leaves me
neutral on the short-term.
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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 14, 2015 VIX10%to 10%below 10ma 1-8 days Bullish
July 14, 2015 VXOdrops 20%in 1 day 1 day Bearish
July 14, 2015 Nas Adv 1.5x Decl for 3 days 1 day Bearish
July 14, 2015 QE Buying Power Short 1-6 days Bearish
July 13, 2015 2 up from 20-day < 3 days ago. 1-3 days Bullish 1.50% -1.00% -1.90%
July 10, 2015 SPY close bottom 10% but + on day 1-3 days Bullish
July 10, 2015 VIX 100 high. SPX not 100low. 2x 1-4 days Bullish
July 9, 2015 VIX 100 high. SPX 20-low < 100-low 1-7 days Bullish
Active - Long Term
July 9, 2015 VIX 100 high. SPX20-low < 100-low  [1-20 days Bullish 3.10% -1.60% -3.20%
July 1, 2015 20 low reversal bar 1-10 days Bullish 2.90% -1.85% -3.40%
May 18, 2015 NASDAQleading 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
Dropped Tonight
July 10, 2015 SPX up small. VIX 100 high. Midwk. 1-2 days Bearish
July 9, 2015 Unfill Gap Dn to 50-day low 1-3 days Bullish

The Evidence

Monday was another strong move up for the market. The SPX rose 1.1%, the NASDAQ
gained 1.5%, and the Russell 2000 closed up 1.1%. Breadth was positive as the NYSE
Up Issues % came in at 71% and the Up Volume % was 81%. Total NYSE volume
declined some from Friday’s level.

After closing at a high of 19.97 last Thursday, the VIX closed Monday at 13.90. The
VIX is a measure of expected volatility in the market, and it tends to move up and down
counter to the SPX. The Quantifinder study below considered the sharp drop in the VIX
over the last few days after a sharp rise the previous few. It was last seen in the 1/23/15
subscriber letter. The results are updated.

Hanna Capital Management, LLC

16 Hillcrest Rd., Medfield, Massachusetts 02052

781-956-6952




Page3

VIX closes more than 10% below its 10ma after closing more than 10% above it on 1 of the
previous 4 days.Buy SPX on close. Sell X days later. $100k/trade. 1992 - present.
. All: All: All: . All: Avg Al Max Al Avg All: Max All: . .
X ﬁ;lr.;:_:t Total Winning | Losing Pr?ﬂrlt::rle Winning Winning Lo=ing Losing |Nin/Loss Pruanlllﬁctur ﬁ.‘ll.ll'_:;;g
Da‘_l"S Trades | Trades |Trades Trade Trade Trade Trade Ratio
10| 3088232 21 18 =| 7B19| 257593 2115.80| -2,108.42| -341250) 122 391 1,451.00
o| 3048433 24 15 6| 7143 243911 B87397.40| -1,017.05| -2403.36) 240 6.00) 1,451.63
8| 3421228 21 17 4 8095 219759 807620 -F83.38| -1,733.54 279 1185 162916
¥| 30,351.89 21 16 5 7819 222127 774950 -1,03570( -2,030.40 214 6§36 144580
§| 2624527 21 15 6 7143 2171.08 530530| -1,053.48| 327188 2.08 515 124877
5| 2500221 29 14 7| e667| 220040 535140 -20563| -2011.20) 274 543 120430
4| 1457085 21 16 s| 76.19| 144168 4981.80| -1699.18| -292752) 085 272|  693.85
3| gempse 22| 14 gl 6364 112042 37 899.48| -1683.22) 125 218 3859
2 7582 22 12 10 54.55| 1,118.07 3,839.00 -581.07| -1,7867.90 182 2.30 344 85
1 g§,195.54 22 13 9 59.09 74822 2,952 .40 -393.85| -158282 1.50 275 281.88
The most recent signal (1/22/15) was the first instance where SPX failed
to close above its entry price at some point in the next 4 days.

The market condition that would typically accompany such VIX movement is one where
you see a strong rebound from a sharp decline during a long-term uptrend, which is
basically what we are currently looking at. Results appear especially strong and
consistent between days 4 and 8. Below | have provided the profit curve assuming an 8
day holding period.

VIX closes more than 10% below its 10ma after closing more than 10% above it on 1 of the
previous 4 days.Buy SPX on close. Sell X days later. $100k/trade. 1992 - present.
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Despite the mild declines of the last 2 instances, this curve appears very strong and

steady. It seems to support the idea of an upside edge. | have included this study on the
Active List tonight.

But another volatility measure-related study suggested Tuesday could see a pullback. It
used the VXO, which is the old calculation method of the VIX, and looked for 1-day
drops of at least 20%. It was last seen in the 1/2/13 letter. Stats are updated.

WVXO drops at least 20% today.
Buy SPX on close. Sell next day's close. $100k/trade. 1987 - present.
radeStation Performance Summary Collapse &
All Trades
Total Net Profit (512,267.52) Profit Factor 0.33
Gross Profit %5,997.43 Gross Loss (518,264,
Total Number of Trades 21 Percent Profitable C14.29% )
Winning Trades 3 Losing Trades 18
Even Trades 0
Avg. Trade Met Profit atin Avg. Win:Avg. Loss 1.97
Awvg. Winning Trade $1,999.14 Avg. Losing Trade (51,014.72)
Largest Winning Trade $2,860.08 Largest Losing Trade (54,400.45)

Numbers here seem to suggest a downside edge. I’ve also included a profit curve for this
one.
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VX0 drops at least 20% today.
Buy SPX on close. Sell next day's close. $100k/trade. 1987 - present.
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Big VXO drops have not often been a good sign for the next day.

Another study that appeared in the Quantifinder tonight looked at times Nasdaq
advancers outnumbered decliners by more than 3:2 for 3 days in a row. It suggested a
possible 1-day downside edge. | last showed it in the 9/6/13 letter and have updated the
results below.
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NASDAQ Advancers outnumber decliners by at least 3:2 for the last 3 days.
Buy SPX on close. Sell next day's close. $100k/trade. 1999 - present.

radeStation Performance Summary Collapse %

All Trades

Total Net Profit (514,028.05) Profit Factor  0.44
Gross Profit $11,129.01 Gross Loss (325,157.06)
Total Number of Trades 59 Percent Profitable C 38.98%
Winning Trades 23  Losing Trades 36
Even Trades 0

Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 0.69
Avg. Winning Trade $483.87 Avg. Losing Trade (3698.81)
Largest Winning Trade $1,857.24 Largest Losing Trade (34,241.94)

The numbers imply a bit of a downside edge. | also produced an equity curve.

NASDAQ Advancers outnumber decliners by at least 3:2 for the last 3 days.
Buy SPX on close. Sell next day's close. $100k/trade. 1999 - present.
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It’s definitely choppy, but it has moved from upper left to lower right for a long time. |
decided to also include this study on the active list.
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It is also notable that the QE Buying Power Swing System triggered short on Monday.
The performance table below shows updated hypothetical results of having taken all short
signals since 2008, and then exiting upon a reversion to the lower half of the recent range.
(A short signal simply requires the QE Buying Power Index <= 0 and the SPX closes in
the top 20% of its 10-day range.) With no active Fed QE purchase plans currently the
Buying Power Index has been locked at 0 since early November.

(AQE Buying Power Swing System Shorts.
Exit upon reversion through midpoint of 10-day range. $100k/trade. 2008 - present.
radeStation Performance Summary Collapse =

all Trades

Total Net Profit $48,683.62 Profit Factor ( 3.3;
Gross Profit $69,052.02 Gross Loss (320,368.40)
Total Number of Trades 39 Percent Profitable C ?6.92"!52
Winning Trades 30 Losing Trades 9
Even Trades 0

Avg. Trade Met Profit Ratio Avg. Win:Avg. Loss 1.02
Avg. Winning Trade $2 307 ?3 Avg. Losing Trade (32,263.16)
Largest Winning Trade %$8,004.64 Largest Losing Trade (38,003.49)

Results here are strong.

With QE3 having lasted so long | was wary of how shorts would work out with the strong
seasonality and strong uptrend the market had coming into November. But while the
uptrend has avoided turning into a downtrend, the short side has still offered profitable
opportunities. Below is a look at the profit curve, with a demarcation where QE3 ended
and the 2014 trades began.
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QE Buying Power Swing System Shorts.
Exit upon reversion through midpoint of 10-day range. $100k/trade. 2008 - present.
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Not as steep as it was during bear market environments, but still nice results for the
shorts. Below is the list of individual triggers.
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QE Buying Power Swing System Shorts.

Exit upon reversion through midpoint of 10-day range. $100k/trade. 2014 - present.

Date/Time

11/07/14
12/01/14
12/03/14
12/08/14
12/18/14
01/05/15
01/22/15
01/28/15
02/03/15
03/04/15
03/18/15
03/25/15
04/09/15
04/17/15
04/22/15
04/30/15
05/08/15
05/26/15
06/18/15

06/29/15

Signal

Short
Cowver
Short
Cover
Short
Cover
Short
Cover
Short
Cover
Short
Cowver
Short
Cover
Short
Cowver
Short
Cowver
Short
Cowver

Price

$2,031.92
$2,053.44
$2,074.33
$2,060.31
$2,061.23
$2,020.58
$2,063.15
$2,002.16
$2,050.03
$2,098.53
$2,099.42
$2,061.05
$2,091.18
$2,081.18
$2,107.96
$2,085.51
$2,116.10
$2,104.20
$2,121.24
$2,057.64

0% Profit

(1.06%)
0.68%
1.97%
2.96%

(2.37%)
1.83%
0.48%
1.07%
0.56%

3.00%

Run-up

Drawdown
$85.75
($2,148.16)
£962.88
($246.72)
£2,106.72
($1,551.36)
£2,959.68
$0.00
£5638.88
($3,338.88)
%1,803.39
($725.68)
£884.07
($974.31)
$1,427.39
($844.12)
$1,434.91
($875.14)
$3,036.20
($405.61)

There were a few sizable drawdowns, and several of these
the trades overall have done quite well.

| have updated the Aggregator chart below.
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With the new evidence taken into account the green Aggregator line still 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 dove down below 0. The negative
Differential Line reading means 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 positive on Tuesday.
Of course this could change if additional bearish evidence emerges. The Differential
Pivot will be 2063.68 on Tuesday. That is 1.7% below Monday’s close. So for SPX to
move back to oversold on Tuesday it will need to close down at least 1.7%. That is a
sizable drop. A more likely scenario for working off the overbought condition would be
a multi-day pullback or consolidation.

So the Aggregator is now neutral, and | am too. The market is clearly overbought on a
short-term basis. We have mixed evidence overall. And despite the fact that a number of
new studies lean bearish, the net expectations remain mildly bullish. Bottom line is there
does not appear to be a clear and compelling edge here. So I will wait until there is one.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 7/13- slightly bullish

The intermediate-term outlook was last updated in the 7/13 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)

Catapult for ETF’s Trades
None

Broad Market Large Cap CBI — 1(CVX)

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

CVX(1/3) 7/72015]  $94.41 $94.60 0.20% Catapult

DD(1/3) 7/9/2015 $58.16 $59.51 2.32% sell on open

DD met its exit trigger and | will exit that trade idea at Tuesday 's open.

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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