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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

October 20, 2015 Volume 8 Issue 202

Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr Swing

Short 100% Short SPY Short

Tonight’s Research Points

e Monday’s mild up close near the top of its range suggests a bearish 1-day
edge.

e The weak breadth also suggests a downside edge.
3 days higher with the most recent being the small during a downtrend
suggests a sizable downside edge.

Short-term Outlook

The Bottom Line

Evidence again points south and the market is again overbought. There appears to be a
solid short-term bearish edge.
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Summary of Recent Active Studies (see Letters from listed dates for details) — not
updated tonight

Avg Avg Avg DrawDn
Study Date Description Time span |Bias Run-up [DrawDn [-1Std Dev
Active - Short Term
October 19, 2015 20 high < 200ma 1-2 days Bearish
October 16, 2015 Gap up. Close < 200 buttop10%1 &10 |1-3 days Bearish
October 16, 2015 5 low to 10-high < 200 1-2 days Bearish -1.90%
October 15, 2015 1st 5 lowin 10 days 1-4 days Bullish
Active - Long Term
October 9, 2015 Zweig Breadth Trhust 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
Monday saw mild gains for the indices. The SPX gained 0.03%, the NASDAQ rose
0.4%, and the Russell 2000 closed up 0.2%. Breadth was negative though as the NYSE
Up Issues % came in at 46% and the Up Volume % was 40%. Total NYSE declined from
Friday’s level.

There was a decent amount of bearish evidence that emerged at the close. The study
below appeared in the Quantifinder and was fairly compelling. It was last seen in the
8/13/15 letter. It suggests that when SPY closes strong (in the top 10% of its range) but
still only manages a small gain on the day, that the next day has a downside tendency.
Stats are updated.

SPY closed up < 0.25% but in the top 10% of its daily range.
Buy on close. Sell next day's close. $100k/trade. 1993 - present.

radeStation Performance Summary Collapse =
All Trades
Total Net Profit (511,334.49) Profit Factor 0.4
Gross Profit %8,782.24 Gross Loss (320,116.73)
Total Number of Trades 59 Percent Profitable 37.29Y
Winning Trades 22 Losing Trades 37
Even Trades 0
Avg. Trade Met Profit Ratio Avg. Win:Avg. Loss 0.73
Avg. Winning Trade $399.19 Avg. Losing Trade (3543.70)
Largest Winning Trade $1,093.35 Largest Losing Trade ($2,290.72)

As you can see there appears to be a bit of a bearish inclination. Below is a profit curve
showing how the edge has played out over time.
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SPY closed up = 0.25% but in the top 10% of its daily range.
Buy on close. Sell next day's close. $100k/trade. 1993 - present.
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It appears that when the market needs to expend a fair amount of energy just to squeak
out a small gain, that its lack of momentum is often followed by a swing back in the
opposite direction the next day.

The study below is a combination of studies that appeared in the 8/31/11 subscriber letter.
It looks at 3-day rises that are weakening occur under the 200ma.
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SPX closes higher for exactly the 3rd day in a row. It is not coming off a 50-day low. Today's rise is
the smallest of the rally. Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1980 - present.

X All Net All: All: All:

Days Profi Trades | Trades Trades

10| -59,878.31 3 g 22
9| 58233.71 kl 10 21
8| -66,584 27 32 5 X2
7| -64,135.41 32 11 21
6| -55,602.82 33 " 22
5|-52,721.66 33 12 21
4| -51,20470 34 11 23
3| -50,181.87 34 10 24
2| -42,557.580 34 7 27
1) -13,94519 34 16 18

Total |Winning |Lesing Pruﬁ:table Winning Winning Losing

All: Avg All: Max All: Avg All: Max All:

Losing |Win/Loss — o Ee

ProfitFactor| Trade

Trade Trade Trade Trade Ratio
29.03| 1677.53| 3597150 -3408.01|-11,029.50 0.49 0.20| -1931.58
3226 1,331.04| 2876.16| -3,883.05|-14427.84 0.34 0.16| -2201.09
2813 1,253.00| 281588 -3538.24 -11381.78 0.35 0.14| -203013
3438 142546 378942 -3800.74)-103568.30 0.38 020 -2,004.23
33.33| 1,889.97| 4,257.96 -337238| -9287.58 0.50 0.25) -1684.93
3636 1,231.59| 2534 -3214.32| -9202.08 0.38 0.22| 159753
3235 1,205.47| 2 -2,802.82 -7 4%9.20 0.43 021 -1508.02
29.41 1,11872| 28857 -2 55820 -7 52712 0.44 0.18| 147534
2059 1,012.38| 2,060.80| -1838.69| -5979.14 0.55 014 -1251.70
47.08 7r3.89z 247008 148272 -4871.22 0.53 0.47 -410.18

Stats here are squarely bearish.

periods.

Below are the profit curves for the 2 and 9-day holding

SPX closes higher for exactly the 3rd day in a row. It is not coming off a 50-day low. Today's rise is
the smallest of the rally. Close < 200ma. Buy on close. Sell 2 days later. $100k/trade. 1980 - present.
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SPX closes higher for exactly the 3rd day in a row. It is not coming off a 50-day low. Today's rise is
the smallest of the rally. Close < 200ma. Buy on close. Sell 9 days later. $100k/trade. 1980 - present.
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The 2-day is a little steadier, but the 9-day is also appealing.

Lastly, the Quantifinder also identified the study below, from the 3/31/10 subscriber

letter.
NYSE Up Vol % = 45% and SPX closes up on the day. SPX < 200ma.
Buy on close. Sell X days later. $100k/trade. 2001 - present.

X | AtNet | 1 ioning osing| AE®. | Wining | Wiming | Losng | Losing |wioss|, AL | ALAv

Da';s P Trades | Trades Trades FELELE Trade Trade Trade Trade Ratio Profifactor)  Trade
10| -50,217.08 19 8 13 358 240140 5,194 80| -45971159|-25773.42 0428 0.22| -2843.00
o|-4503068) 19 5| 14| 2632 372414 504348 -461860|-2480602) 0.8 0.28| 242314
83329687 20 6| 14| 3000 369065| 10740.40| -4,00291|-1874438 082 0.40| -159424
T|-34 03475 20 7 13 35.00 31381 6,400.50| -4308.34(-17,818560 0.73 0.3% -1,701.74
62453476 21 6| 15| 2857 340670 6670.40| -299833|-1284448) 114 0.45| 116832
5 -23,652.44 22 T 15 .82 22253 5,057.80| -2815.30| -8,372.80 0.85 0.40| -1,075.11
4| -25 344 22 22 8 14 3636 181587 3,703.44| -2848300( -8,13850 054 036 -1,152.01
3| 2772352 23 6| 17 2609 1097263 3,56400| -2,32702| 535444 085 0.30| -120537
2|(-37,211.70 23 7 16 3043 120265 2838210 -2,851.89|-12374.83 0.42 0.13| -1,617.90
1|-22083.37 23 6| 17| 2609 105191 242760| 167029 -8783.02| 063 0.22| 96015
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The numbers here appear strongly negative — especially over the first couple of days.
Below is a look at a 2-day profit curve.

NYSE Up Vol % < 45% and SPX closes up on the day. SPX < 200ma.
Buy on close. Sell 2 days later. $100k/trade. 2001 - present.
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This seems to serve as some confirmation that the weak breadth is also an indication of a
likely pullback over the next couple of days.

| have updated the Aggregator chart below.
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With tonight’s studies factored in the green Aggregator Line held 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
Tuesday. Of course this could change if strong new bullish evidence emerges. The
Differential Pivot will be 2018.70 on Tuesday. That is 0.7% below Monday’s close.
This means that for SPX to turn from overbought to oversold versus expectations on
Tuesday it will need to close at least 0.7%.

Bearish evidence continues to build and the market remains overbought. The persistent
upmove, the struggle to close higher, and the weak breadth all suggest a move lower over
the next 1-2 days. | have a small short position. | will look to add to it if | can get a
favorable fill on Tuesday.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 10/19 — neutral

The intermediate-term outlook was last updated in the 10/12 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

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.

SPY — short ¥4 index position @ $203.87. Based on the short-term section above | will
look add some to my short position if the market shows some strength on Tuesday.

Current Open Trade Ideas

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

SPY(1/4)(s)| 10/16/2015] $202.83 $203.37 0.27% Aggregator

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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