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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

October 9, 2015 Volume 8 Issue 195

Market Overview

(uantifiable Edges {-day Risk/Reward Outlook . (uantifiable Edges 3-day Risk/Reward Outlook .
Bearish Bulish  Bearish Bulish

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr Swing

Short 100% Long VXX Short

Tonight’s Research Points

e Low volume at an 20-day high < 200ma has been followed by short-term drops.
e The Zweig Breadth Thrust suggests bullish intermediate-term implications

Short-term Outlook
The Bottom Line

No real change from yesterday. Bearish evidence continues to dominate the short-term.
The market remains overbought. | believe there is a short-side edge.
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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

October 9, 2015 Vol 5-low. SPX10-high < 200 1-3 days Bearish

October 8, 2015 VX020%< 10ma 1-2 days Bearish

October 6, 2015 3+ days up today strongest < 200 1-4 days Bearish

October 6, 2015 QE Buying Power Swing Short 1-6 days Bearish

Active - Long Term

October 9, 2015 Zweig Breadth Thrust 1-20 days  [Bullish

October 6, 2015 SPX up 3+ days. Up Vol %> 90% 1-14 days Bullish

September 29, 2015 CBI >= 11 1-20 days Bullish

September 9, 2015 FTD on mild breadth & volume int term Bearish

November 3, 2014 Quantitative Easing Ends int term Bearish

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

The Evidence

Despite being overbought and facing bearish evidence, the market continued upwards on
Thursday. The SPX rose 0.9%, the NASDAQ closed up 0.4%, and the Russell 2000
rallied 0.9%. Breadth was strongly positive as the NYSE Up Issues % came in at 76%
and the Up Volume % was 82%. Total NYSE volume came in at the lightest level in
weeks.

The low volume along with the short-term high during a long-term downtrend triggered a
few studies tonight. | combined a few of these concepts to concoct the study below.

NYSE volume comes in at a 5-day low. SPX closes at 10-day high but < 200ma.
Buy SPX on close. Sell X days later. $100k/rade. 1971 - present.
. All: All: All: . All Avg All: Max Al Avg Al Max All: . .
X ﬁ;:_'uh:_:t Total (Winning Losing Pr?ltl'lrtahle Winning Winning Lo=ing Losing | NVin/Loss Jer:thléctul "Sfll.ll'_;‘j";g
Da‘_.fs Trades| Trades Trades Trade Trade Trade Trade Ratio
5 -35 55112 47 22 25 4881 1,220.54 418845 -253812 552310 0.43 042 -777.68
4 -23 44572 42 24 24 50.00 1,402 34 573440 237925 5,663.22 0.59 0.59 -£28 47
] 3| -21,107.00 43 17 31 3542 1,13528| 424379 -1,303.45| -5631.40 0.&7 0438 -439.73
2| AT 13973 43 20 28 4187 1,170.08 513887 | -144791 5,284 .73 0.81 0538 -357.08
1) -11 72762 53 26 26 4506 621.34 385037 -1,072.40 888333 0.53 058 -221.28

Losses outsize gains here by a sizable amount, suggesting a possible downside edge.
Below is a profit curve for the 3-day holding period.
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NYSE volume comes in at a 5-day low. SPX closes at 10-day high but < 200ma.
Buy SPX on close. Sell 3 days later. $100k/trade. 1971 - present.
10000

-10000

E quity($)

-20000

-30000

10 20 30 40 50

Trade Number

The curve is a bit choppy, but it has moved from upper left to lower right for a while. |
think it is worth adding to the Active List.

The strong breadth we have seen recently has caused the 10-day exponential moving average
of the Up Issues % to rise up over 63%. A move through 61.5% after being below 40%
within the last 2 weeks is considered a Zweig Breadth Thrust trigger. This is a signal created
by Martin Zweig. Over the long haul it has been a rare but powerful signal. Below is a stats
table summarizing the signals.
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Zweig Breadth Thrusts for SPX.
Buy SPX on close. Sell X days later. $100kitrade. 1970 - present.
X All: Net :II: lAII:. AI.I: All % AI!: A.vg AI!: M.ax All: ﬁtn.rg All: Max . All: Al All Avg
otal |Winning |Losing Winning Winning Losing Loging |/Nin/Loss
Da*,rs L Trades Trades Trades FIULTIE Trade Trade Trade Trade Ratio FOLFIED) THELE
20 4434115 T ¥ 0 100.00| 633445 8238375 0.00 0.00| 100.00 100.00  5334.45
19| 40841.48 7 7 o 100.00 584378 842452 0.00 0.00| 100.00 100.00 584378
18| 42197.04 T T o) 100.00 §,028.15 9 503.00 0.00 0.00( 100.00 100.00 §,028.15
17| 39,961.03 T 7 o 100.00 570872 9553.84 0.00 0.00| 100.00 100.00 5, 708.72
16| 3824637 7 7 o 100.00 548377 881072 0.00 0.00| 100.00 100.00 545377
15| 29759.25 T 7 o 100.00 425132 315048 0.00 0.00| 100.00 100.00 425132
14| 2484232 7 7 o 100.00 356319 7T.027.80 0.00 0.00| 100.00 100.00 3,563.19
13| 27 47828 T 7 o 100.00 392547 T.511.80 0.00 0.00| 100.00 100.00 3,925.47
12| 2384558 7 6 1 8571 397564 810628 -14.14 1414 281230 1,687.40 3,406.52
11| 2082511 T 7 o 100,00 258530 7.372.56 0.00 0.00| 100.00 100,00 293530
10 1685879 7 7 o 10000 242268 853060 0.00 0.00| 100.00 100,00 242268
9 1483542 7 7 o 40000 211982 §405.00 0.00 0.00| 100.00 100,00 2115982
&) 13,445,004 T 6 1 85.71 2,383.59 473288 -852.50 -852.50 2.80 16.78 1,521.2%
T 18571.22 7 7 o 10000 285303 572832 0.00 0.00| 100.00 100.00 2853.02
6| 1857271 T ¥ 0 10000 2653.24| 4381375 0.00 0.00| 100.00 100.00| 2653.24
5 1412076 7 7 o 400000 201725 361556 0.00 0.00| 100.00 100,00 2017.25
4| 1009518 T 6 1 85.71 1,699.70 4 888.52 -103.00 -103.00 16.50 99.01 144217
3 851167 7 4 3 57.14| 251806 4031.04 -486.85 -847.38 517 6.50 1,230.24
2 408382 T 5 2 T1.43| 150117 422440| -1,710.87| -322825 0.28 219 58342
1 3,481.42 T 5 2 T1.43| 108733 2731.58 -927.83| -1,288.75 1.15 2.88 497.35

Over both the short and intermediate-term there have been strong gains. Below is a profit
curve that assumes a 6-day holding period.

Zweig Breadth Thrusts for SPX.
Buy SPX on close. Sell 7 days later. $100k/trade. 1970 - present.
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That is a nice, steady rise. | have also listed all of the signals since 1970 below, along with
their 4 week results.

Zweig Breadth Thrusts for SPX.
20-day holding period results. $100k/trade. 1970 - present.
Date/Time Signal Price %% Profit Run-up
Drawdown
12/03/71 Buy $97.06 4.75% £5,063.70
01/03/72 Sell $101.67 ($1,709.80)
10/10/74 Buy $69.79 7.77% $10,911.84
11/07/74 Sell $75.21 ($1,417.68)
01/03/75 Buy $70.71 8.87% $11,283.72
01/31/75 Sell $76.08 ($2,361.28)
08/20/82 Buy $113.02 8.39% $11,103.04
09/20/82 Sell $122.50 ($928.20)
08/03/84 Buy $162.35 2.66% £3,066.75
08/31/84 Sell $166.67 ($953.25)
03/18/09 Buy $794.35 8.93% $9,500.00
04/16/09 Sell $865.30 ($3,518.75)
10/18/13 Buy $1,744.50 3.08% £3,062.04
11/15/13 Sell £1,798.18 ($228.00)

All 7 instances saw a runup of at least 3% over the next 4 weeks, and only once did the
market pull back as much as even 2.5%.

So the Zweig Breadth Thrust appears to have some bullish potential. But | am a little
concerned including it on the Active List with just 7 instances. | am especially wary because
another breadth study, from the 7/26/10 letter also triggered. | have updated its results below.
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NYSE Up Issues % = 70% today and yesterday. SPX closes at 10-day high but < 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 1988 - present.

X All Net All: All: All: Al All: Avg All: Max All: Avg All: Max All:

L ) : S - ) ) - Al Al Ao

Days | Prom |ool WOnO L e Vi | IS | L% | Loans LS agacin Tade
5|-22601.45 16 5 11 3125 190800 263042 292185 -652310 065 030 -141253
4|-18,561.68 16 5 11 .25 172040 244031 -2,46943| -4,850.32 0.70 0.32) -1,160.10
3| -11,998.67 17 7 10 41.18| 1,38576| 357125 -2176.80| -5375.78 0.64 0.45 -705.80
2| -3,569.02 17 8 9 47.06 620.29 58088 156793 -4170.54 0.43 0.39 -509.94
1| -5,059.34 17 a 9 47.08 44144 111150 054 54| -1986.06 046 0.41 -297 81

All 17 instances closed below the entry price
at some point in the next week.

Instances here are a bit larger. The combination of strong breadth and short-term
overbought during a downtrend have consistently led to a short-term pullback.

With this in mind, | elected not to include either breadth study on the short-term Active
List. But since there were no conflicting breadth signals for the intermediate-term, I did
add the Zweig Breadth Thrust to the intermediate-term list.

| have updated the Aggregator chart below.
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With tonight’s studies taken into account the green Aggregator Line again closed below
0. Negative readings mean net expectations from the Active List are for downside over
the next few days. Meanwhile the black Differential Line also remained below 0. The
negative Differential Line reading means SPX is overbought versus recent expectations.
So expectations are negative and the SPX is overbought. This is considered a bearish
configuration. Bearish configurations are visible on the chart whenever both lines close
below 0. Therefore the Aggregator signal stayed short at the close.

Based on the current Active Studies, expectations are slated to remain bearish on Friday.
Of course this could change if strong new bullish evidence emerges. The Differential
Pivot will be 1957.69 on Friday. That is 2.8% below Thursday’s close. This means that
for SPX to turn from overbought to oversold versus expectations on Friday it will need to
close down at least 2.8%. That would be a huge decline for just 1 day. A more likely
scenario for working off the overbought condition would be a multi-day decline or
consolidation.

The market has refused to pull back in spite of bearish evidence and overbought readings.
We have seen some intermediate-term evidence over the last few days that suggests
thrusts as strong as we have seen lately are both rare and possibly intermediate-term
bullish. But short-term evidence is still pointing bearish and | am still looking to gain
from a short-term market dip. 1 won’t be adding to my short position on Friday, but I will
continue to hold it and see what new evidence emerges.

Intermediate-term Outlook (2 weeks — 2 months) — updated 10/5 — somewhat bearish
The intermediate-term outlook was last updated in the 10/515 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

None

Broad Market Large Cap CBI -0
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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

SPY(1/4)(s)| 10/2/2015 $192.13 $201.21 -4.73% Aggregator
SPY(1/4)(s){ 10/5/2015| $196.46 $201.21 -2.42% Aggregator
SPY(1/4)(s)| 10/6/2015| $198.47 $201.21 -1.38% Aggregator
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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 Ideas 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.

Copyright © 2015 Hanna Capital Management, LLC.
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