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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

September 3, 2015 Volume 8 Issue 170

Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Flat

Tonight’s Research Points

e SPY’s gap pattern is suggesting a move higher in the next few days.
e The steep drop in VXO may be a sign of short-term trouble for the bulls.

Short-term Outlook
The Bottom Line

Evidence is still quite mixed. Though the Aggregator is bullish, the reward/risk does not
appear great. | would lean bullish, but not strongly.
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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

September 3, 2015 SPY 1.5% drop. Unfill gap up > yesthi |1-3 days Bullish

September 3, 2015 VX015%drop 1-2 days Bearish

August 28, 2015 2% Rally. Low Volume 5 days. 1-5 days Bearish

Active - Long Term

August 31, 2015 NASDAQ leading SPX int term Bullish

August 21, 2015 CBI reaches 11+ 1-20 days  [Bullish 6.60% -3.70% -7.60%

November 3, 2014 Quantitative Easing Ends int term Bearish

July 22, 2013 New High Divergence (Study of Tops) |int term Bearish

The Evidence

Wednesday was a day of gains for stocks. The SPX rose 1.8%, the NASDAQ rallied
2.5%, and the Russell 2000 closed up 1.6%. Breadth was positive as the NYSE Up
Issues % came in at 72% and the Up Volume % was 82%. Total NYSE volume declined
some from Tuesday’s level.

The strong rally in the closing minutes of the day is what allowed SPY to close above
Tuesday’s high. This helped trigger the bullish study seen below. It requires an unfilled
gap down and large selloff to be followed by an unfilled gap up and close above the high
of the down day. Below is the results table.

After posting an unfilled gap down and losing = 1.5% yesterday, SPY leaves an
unfilled gap up and closes above yesterday's high but below the close of 2 days ago.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
X . All: .All:l AI.I: : AI!: Al'.rg AI!: r.'Ilax All: ﬁl‘vg All: r.l'Iax lAII: Al All Avg
All: Net Profit | Total |Winning| Losing Winning Winning Losing Losing |Win/Loss
DEWS Trades | Tradez | Trades FIOLETE Trade Trade Trade Trade Ratio FISLFET] LS
10|  11,894.29 9 7 2| 7778 166334 | -2,43208[ 1.31 458| 1,321.59
9| 19,31489 9 8 1| 8839 72821| -72821| 3.53 2821| 220163
8 1209735 9 7 z| 7778 153862 231896 1.4 493 134414
7 9,931 60 9 6 3| 6667 513600 -176441] 391920 1.44 283| 1,10351
6 1064426 9 6 3| 6667 5,580.68| -1,47416| -399588| 1.70 3.41| 1,182.70
5| 10,701.74 9 7 2| 7778 410663| -1,53581| -240264| 128 448| 1,189.08
4| 2061904 9 9 o| 10000 229100 390483 0.00 0.00| 100.00| 10000 229100
3| 1897441 9 ] 0| 100.00| 210827 3,914.92 0.00 0.00| 100.00| 100.00] 2,108.27
2| 1238862 9 8 1| 88.89| 168371 2,828.00 -1,081.08| -1081.08| 156 12.46| 1,376.51
1 2 486 82 9 6 3| 6667 84892 182156 -B6BB9| 220374 098 185  276.31

Instances are a little bit low but the 3-4 days results couldn’t be more bullish. And not
only are the numbers bullish, but the equity curve is almost a straight shot.
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After posting an unfilled gap down and losing = 1.5% yesterday, SPY leaves an
unfilled gap up and closes above yesterday's high but below the close of 2 days ago.
Buy on close. Sell 3 days later. $100kitrade. 1993 - present.
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So overall these results are very impressive. | have therefore elected to include this study
on the Active List despite the low number of instances.

But there was also some bearish evidence that emerged. The rally was accompanied by a
very large drop in the VIX (and VXO, which is the old calculation for the VIX). Back in
the 7/21/14 subscriber letter 1 showed that big drops in the VXO when SPX was < 200ma
have been problematic. | have update that study below.

VX0 closes down = 15%. SPX = 200ma.
Buy SPX on close. Sell X days later. $100k trade. 1988 - present.

X AL et T?tl:ﬂ W;:l!:.ing Luﬂ:ﬁg : ﬁ:nﬁ;g
Dal."ls Frofit lrades Trades |Trades s Trade
5| -18921.81 23 12 11 5217 237708
4|27 087 .25 25 13 12 52.00 1,704.02
3|-34603.85 25 8 18| 30.77| 1,32047
2|-38514.37 25 & 18 3077 §70.88
1[-18735.46 25 5 21 1923 1,168.03

All: Max
Winning
Trade
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We see here some very bearish statistics over the 1-2 day period. There is rarely upside

follow-through when fear dissipates so quickly during a downtrend. Below is a look at
the 2-day profit curve.

WXO closes down = 15%. SPX < 200ma.
Buy SPX on close. Sell 2 days later. $100k trade. 1988 - present.
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The last instance ticked higher but it has been a pretty steady decline on this chart. | have
also included this study in the Aggregator for 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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Despite the mix of studies tonight the green Aggregator Line edged above 0. Positive
readings mean net expectations from the Active List are for upside over the next few
days. Meanwhile the black Differential Line is 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 turned long at the close.

Expectations are currently set to remain bullish on Thursday. Of course this could
change if more strong bearish evidence emerges. The Differential Pivot will be 1969.26
on Thursday. That is 1.0% above Wednesday’s close. So for SPX to change from
oversold to overbought versus expectations on Thursday it will need to close up at least
1.0%.

This is still not a great setup in my eyes. Though the 3-day expectations are positive, the
1-day is actually negative. With studies and overall expectations mixed, action choppy
and volatile, and the market already up strongly on Wednesday, reward/risk is not terribly
favorable. 1 will wait to see how Thursday plays out. In a market like the current one, I
want to see a clear edge before putting additional capital at risk.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 8/31 — neutral

The intermediate-term outlook was last updated in the 8/31 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

PG - 1/3 @ $73.91 (bought @ 73.55)
PG-1/3 @ $71.84 — 2" lot

UTX -1/3 @ $93.01

ALL - 1/3 @ $61.25

ALL 1/3 @ $58.39 limit

IBM 1/3 @ $143.47 limit

PG 1/3 @ $69.14 limit — 3" lot

SPG 1/3 @ $182.07 limit

UTX 1/3 @ $90.87 limit

ALL 1/3 @ $56.99 limit

IBM 1/3 @ $140.96 limit

MON 1/3 @ $89.42 limit

QCOM 1/3 @ $53.88 limit

SPG 1/3 @ $177.09 limit

UTX 1/3 @ $88.80 limit

Broad Market Large Cap CBI - 15

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.
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Current Open Trade ldeas

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

PG(1/3) 8/21/2015 $73.55 $69.81 -5.08% Catapult
PG(1/3) 8/24/2015 $68.57 $69.81 1.81% Catapult
UTX(1/3) | 8/24/2015 $88.67 $91.24 2.90% Catapult
ALL(1/3) 8/24/2015 $60.11 $57.93 -3.63% Catapult
ALL(1/3) 8/25/2015 $58.39 $57.93 -0.79% Catapult
IBM(1/3) | 8/25/2015| $143.47 $145.05 1.10% Catapult
PG(1/3) 8/25/2015 $69.14 $69.81 0.97% Catapult
SPG(1/3) | 8/25/2015| $182.07 $177.13 -2.71% Catapult
UTX(1/3) | 8/25/2015 $90.87 $91.24 0.41% Catapult
ALL(1/3) 8/26/2015 $56.99 $57.93 1.65% Catapult

Note: A full history of closed out trade ideas published in the Subscriber Letter since
inception in 2008 can be found on the QE Trade lIdeas Results Sheet. It can be
downloaded from the website at any time.

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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