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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

November 12, 2015 Volume 8 Issue 219

Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook Quantifiable Edges 3-day Risk/Reward Outlook
Bearish Bulish  Bearish Bulih

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

Tonight’s Research Points

o Weak closes at 5-day lows often lead to a bounce.
e The 1% 10-day low in a while is often buyable, but it has been less reliable when
the market is drifting sideways.

Short-term Outlook
The Bottom Line
More bullish evidence emerged and the market is still oversold. | believe reward/risk

squarely favors the bulls.
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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
November 12, 2015 1st 10 lowin 30+ days 1-4 days Bullish
November 12, 2015 5-low. Bottom 10% range. > 200 1 day Bullish
November 10, 2015 1st close < 10ma in 25 days 1-4 days Bullish
November 10, 2015 Lower hi, low, close 3x. Monday 1-3 days Bullish
November 10, 2015 Dn 4+. Biggest drop. > 200ma 1-3 days Bullish
November 10, 2015 System 11111 1-4 days Bullish
Active - Long Term
November 10, 2015 1st close < 10ma in 25 days 1-20 days _ |Bullish
November 2, 2015 Best 6 months Nov-Apr Bullish
October 26, 2015 NASDAQleading SPX int term 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
Dropped Tonight
November 9, 2015 Dn 3 from 20-high. Small drop today 1-3 days Bullish
November 11, 2015 Mild bounce after 4+ dn 1 day Bullish

The Evidence

The market could not get much going on Wednesday, and ended with some losses. The
SPX and NASDAQ each fell 0.3% and the Russell 2000 declined 0.8%. Breadth was
negative as the NYSE Up Issues % came in at 44% and the Up Volume % was 34%.
Total NYSE volume declined for the 3" day in a row.

The selling put SPX at a short-term closing low. Over the last several years when SPX
has closed near the bottom of its range and at a 5-day low, it has typically been followed
by a bounce in the next few days. This can be seen in the study below.

Buy on close. Sell X days later. $100k/trade. 2006 - present.

SPX closes in the bottom 10% of its daily range and at a 5-day low. Close = 200ma.

* All: Net
Davs Profit

Ln

50,805.74
4| 3845521
3| 34,380.94
2 312252

1| 29,972.96

91% of instances clo

All: Al All: _ All Avg
Total Winning | Losing P::ldfl'}t:;le Winning
Trades| Trades Trades Trade
&4 54 30 6425 184851
a7 55 32 63.22| 158712
g4 61 33 6488 123651
102 60 42 58.82| 112991
112 73 39 65.18 750.35

All: Max Al Avg
Winning Lo=ing
Trade Trade
5,555.16| -1,534.52
5,280.00| -1,454.88
4,895.50| -1243.83
4424 50 -870.70
2,230.60 -635.96

Al Max
Lo=ing
Trade

at some point in the net week.

All:

WWin/Loss

Ratio

1.13
1.06

1.30

Al Al Avg
ProftFactor| Trade
2.04 504.83
1.82 453.51
1.84 365.75
1.85 306.13

vyl 267 .62

The stats here appear to suggest a pretty solid upside tendency over the last 9 years.
Below is a look at the profit curve assuming a 1-day holding period, since that had the
most impressive profit curve.
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SPX closes in the bottom 10% of its daily range and at a 5-day low. Close = 200ma.
Buy on close. Sell 1 day later. $100k/trade. 2006 - present.
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The profit curve has had a steady move higher from lower left to upper right. T’ll keep an
eye on the recent dip to see if it changes the shape of the curve, but I'm not overly
concerned yet. | have included this study on the Short-Term Active List tonight.

Also notable about the low close on Wednesday is that it was the 1% 10-day low close
since 9/28. Before today SPX had gone 31 trading days without posting a 10-day low.
That is a long time. Historically the 1% pullback to a 10-day low after such a long time
without one has provided a solid upside edge. In the 8/15/13 letter I also found that the
edge is more prevalent when SPX has been trending than when it has been chopping
sideways for an extended period. In that letter | used ADX to determine trend strength. |
found that a reading of 20 or higher seemed to be a decent filter. Updated results are
below with that filter included.

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




After going at least 30 days without closing at a 10-day low, SPX closes at a 10-day low but above
the 200ma. 14-day ADX closes = 20. Buy on close. Sell X days later. $100k/trade. 1980 - present.
. All: Al All: . All: Avg All: Max All: Avg All: Max All: . .
X ﬁ;:_;:_? Total Winning Losing Plilt[ﬁable Winning Winning Losing Losing [Win/Loss PrufﬁAIJLdDr ”‘T”}:;‘;g
Da‘fS Trades Trades Trades Trade Trade Trade Trade Ratio
10| 70,270.41 43 prac] 14 67.44| 305489 1239576| -1,30866| -536224 2.33 434 153420
9| 6859789 43 32 11 7442 263513 1052882 142867 -3753.38 1.84 536| 159530
2| 65301.08 43 33 10 758.74 81| 10,554.458| 162820 -5117.72 1.54 5.08
7| 4582484 43 K1 12 72.09 A1) T 74324 -2280%80 -814112 1.05 2.71
6| 4883841 43 32 1 74,42 10 589374 165554 411140 123 3.56
5 4001971 43 prac] 14 B67.44 92| 460835 121184 -3502.11 1.62 3.36
4| 4025699 43 34 9 79.07 371 469050 -1623.23| -261650 099 3.76
3| 2020953 43 30 13 8977 233 394055 -1 35849 448438 0.93 214
2| 12,101 64 43 28 15 65.12 03005 3, 45 8| -7,559.56 0.82 172
1 7.959.08 43 27 16 8279 702.00 2 & -1522.40 1.02 172
41 of 43 instances (95%) closed above the entry price
at some point in the next week.

The numbers here are quite good, suggesting a short-term upside edge. Below is a profit
curve.

After going at least 30 days without closing at a 10-day low, SPX closes at a 10-day low but above
the 200ma. 14-day ADX closes = 20. Buy on close. Sell 4 days later. $100k/trade. 1980 - present.
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This profit curve also shows a strong steady upslope. | have also included this study on
the Active List.

| have updated the Aggregator chart below.

#4 TradeStation Chart Analysis - $SPX.X Daily [CBOE] S&P 500 Index Bl =
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With tonight’s studies taken into account the green Aggregator Line remained above O.
Positive readings mean net expectations from the Active List are for upside over the next
few days. Meanwhile the black Differential Line also held 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.

Expectations are set to remain bullish on Thursday based on the current active studies. A
substantial amount of bearish evidence would need to emerge to change this. The
Differential Pivot will be 2103.91 on Wednesday. That is 0.8% above Wednesday’s
close. This means that SPX would need to close up at least 0.8% in order to move from
oversold to overbought on Thursday.
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My overall outlook is very similar to last night. The Aggregator remains bullish.
Evidence is strong and there is plenty of room to the upside offering good potential
reward. | have a small long position. | will continue to ride it in anticipation of a move
higher. I will not add to it here. With SPX so close to its 200ma, | would rather wait and
see how Thursday unfolds and what new studies emerge.

Intermediate-term Outlook (2 weeks — 2 months) — updated 11/9 —slightly bullish

The intermediate-term outlook was last updated in the 11/9 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

SPG —1/3 @ $191.51 (buy @ limit) — not filled — cancel for now

Broad Market Large Cap CBI — 1(SPG)

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) 11/9/2015]  $208.08 $207.74 -0.16% Aggregator
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