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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

January 12, 2016 Volume 9 Issue 7

Market Overview

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

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

Tonight’s Research Points

e The strong drop in VXO is a warning that a deeper selloff could ensue.
e 4 days below the lower Bollinger Band will normally cause a snap-back for the
market.

Short-term Outlook
The Bottom Line
Evidence is mostly bullish, and the market is still strongly oversold in the short-term. | am

still looking for a bounce in the coming days.
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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
January 12,2016 4 days under lower Bollinger Band 1-2 days Bullish
January 11, 2016 Sharp drop in VXO 1-2 days Bearish
January 11,2016 SPX down > 1% 3 days 1-5 days Bullish 4.00% -3.50% -8.30%
January 11, 2016 Jan Opex Week Weak 1-5 days Bearish -2.60% 0.80% 1.75%
January 7, 2016 Fed SOMA expected to rise this week 1-5 days Bullish
January 5, 2016 3 Lower high, low, close. Monday. 1-6 days Bullish
Active - Long Term
January 5, 2016 Down 3 < 200 but > 20-low. 1% drop 1-17 days Bullish
January 4, 2016 Down last 2 days of positive quarter 1-15 days Bullish
December 22, 2015 Golden Cross int term Bullish
November 2, 2015 Best 6 months Nov-Apr 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
January 8, 2016 Up Issue % < 33.3% 2 days in row 1-2 days Bullish
January 11, 2016 VIX35%>10ma 1 day Bullish
January 8, 2016 2% decline after 20-day low. 1-2 days Bullish

The Evidence
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Monday saw some big back and forth movement and a mixed finish for the indices. The
SPX gained 0.1%, the NASDAQ fell 0.1%, and the Russell 2000 declined 0.4%. Breadth
was negative as the NYSE Up Issues % came in at 34% and the Up Volume % was 41%.
Total NYSE volume rose some from Friday’s level.

There was a mix of studies that triggered in the Quantifinder tonight. 1 looked at all of
them but decided many did not appear as compelling as they once had, and they were not
worth inclusion tonight.

The market action Monday 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 | noted that
big drops in the VXO have had much different connotations depending on whether SPX is
in a long-term uptrend or downtrend (as defined by its proximity to the 200ma). Instances
above the 200ma were basically short-term neutral. But large VXO drops during a long-
term downtrend suggested a downside edge. Below is an updated look at the results table.
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VXO closes down over 15%. SPX = 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 1988 - present.
All: All: All: . All: Avg All: Max Al Avg Al Max All: . :
X All: Net Profit | Total | Winning | Lozing P;Elt[ﬁ:irle Winning Winning Los=ing Lozing Win/Loss Prnf’r‘tkf-llalactnr ﬁfll_ll'_;::g
Days Trades | Trades | Trades Trade Trade Trade Trade Ratio
5| -16745.88 24 13 11 5417 2207658| 691544 -4131.50 -13,784.43 0.53 0.63 -587.7%
4| -27 43507 26 13 13 5000 1,704.02) 410478 -3.814.41-10,971.683 0.45 0.45| -1,055.20
3| -33,555.80 27 9 18 33.33| 12%020( 29 -2,509.31| -7,806.29 0.51 0.26 -1,242.81
2| -40,024.01 27 8 19 2963 O70.88| 246636| -251532| -9,45549 0.39 0.16| -1,482.37
1| -18/61969 27 6 21 2222 99266 240465 -1170.27| -4,400.45 0.85 0.24 -689.62

We see here some very bearish statistics over the 1-2 day period. Below is a look at the
profit curve.

VXO closes down over 15%. SPX < 200ma.
Buy SPX on close. Sell 2 days later. $100k/trade. 1988 - present.
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It appears there is rarely upside follow-through when fear dissipates so quickly during a
downtrend.

On a bullish note, the study below, from the 9/8/08 letter looked at a persistent stretches in
the NASDAQ 100 below its lower Bollinger Band. Stats are updated.
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NASDAQ 100 closes below its lower Bollinger Band 4 days in a row.
Buy on close. Sell X days later. $100k/rade. 1986 - present.
X _ Al _AIIE I Al % AI!: A.'.rg AI!: M.ax Al ﬁ_wg All: F._!ax _AII: Al All Avg
All: Met Profit | Total | Winning | Losing Winning Winning Losing Losing Win/Loss
Days Trades | Trades | Tradez FEIELE Trade Trade Trade Trade Ratio FEliFEEnT) e

15| 73275.08 17 11 ] 64.71| 874075 23,532.96| -3,812.03| -7.208.82 229 420 431035

14 54 807.42 17 12 5 7059 TA77.30| 22,055.04| -5,304.03 -12015.00 1.14 273 321220

13 5550127 17 12 5 7059 §923.81| 19,752.48| -5516.80| -5573.25 1.26 3m 3,284.78

12 6§5,749.66 17 12 3 7059 725864 21,124.40| 427318 -5811.50 1.70 4.08| 3867.63

11 47,829.M1 17 12 5 T70.59| 5766.34| 18631.36 3.27| -45,966.75 1.34 321 280175

10 55,093.61 17 12 5 70.59| 5670.04| 1551528 \ 219 526 324080

5 58,110.76 17 13 4 T6.47| 5283.43| 17,878.96 i 865 2.00 6.50| 341828

& 39,354.57 17 12 3 7059 435451 13,582.80| -2,579.81 -7603.88 1.69 4.05| 231487

7| 3788737 17 11 ] 64.71| 4,1387.31| 158953.52| -1,395.50| -2,G55.52 3.00 550 2216.90

L3 2233243 17 1 L] 84.71 413899 | 14522684| -3885.07 -2243.50 1.07 196, 131388

5 22531158 17 11 L] 84.71 365542 | 1502864 | -2545.40 -8773.44 1.24 227 132538

4 25,885.73 17 12 3 70.59| 3553.85| 9,397.52| -3,352.08 -10,777.82 1.06 2.54| 152289

3| 2583968 19 14 5 7368 271201| 750720 5.70| -4,680.00 1.12 3.13| 1,359.93

| ped 40,133.13 23 14 9 60.87| 3932.02| 12,046.32| -1735.02| -4 115.00 2.30 357 174482
1 253799 35 15 18 5425 254580 1028508 -1441.84) -418325 1.77 210 T25.14

The stats are strongly bullish. 1also noted tonight that this study triggered for the SPX. So

| ran the same test there.

SPX closes below its lower Bollinger Band 4 days in a row.
Buy on close. Sell X days later. $100k/rade. 1986 - present.
_ All: _AIIE . Al % AI!:A_\.rg AI!: M.ax All:ﬁ_wg Al Max .AII: Al All Avg
All: Net Profit | Total | Winning | Losing Winning Winning Losing Losing | Win/Loss
DaYS Trades | Trades |Trades FIOLETE Trade Trade Trade Trade Ratio FROTFEERS|| RS
18| 69,483.70 23 17 6 7391 514283 11,401.89| -2989.07| -6257.58 172 487 3,021.47
14| 54,780.19 23 16 7 609.57| 526275 1326250 -4,202.11|-14,731.00 125 286 238214
13| 5044184 23 17 6 7391 4868563 13,867.50| -4820.50 -11,94500 0.57 274 218312
12| 41,381.48 23 15 ] 6522 4789.78| 13470.00| -3,808.16| -8,512.00 1.26 236 179919
1 20,141.34 23 16 7 69.57| 4,020.10| 11,539.56 -12,064.08 0.50 182 1,267.01
10 38,502 95 23 15 ] 6522 438003 1372548 -11,180.43 128 240 187404
8| 3284483 23 16 7 69.57| 362223 11596580 -11,287.50 1.01 232 143239
6| 36,150.64 23 15 7 650.22| 3646.76| 8,603.06 -7,376.22 1.54 3.31| 165872
7| 2783362 23 14 ] 60.87| 352006 10,870.00 40524 -5509.88 148 228 12046
6| 2584591 23 16 7 69.57| 258009 1424000 14222 -8 93067 0.95 218 112374
5| 32,804.83 23 16 7 69.57| 2629.15| 13,135.00 ,323.06| -4,509.84 1.99 454 142630
4| 50,1611 23 13 5 78.26| 3,157.37| 12657.50 (33430 -222138 237 852 213082
3| 30,099.02 24 19 5 7917 2611.899| 10,385.48 B0575 ) -5,701.00 067 254 125413
2| 4064275 25 16 ] 64.00) 3,549.79| 14,691.76| -1,794.87| -8,631.00 1.98 3.52) 162571
1 40,677 69 33 24 14 63.16| 288150 11,55843| -2051.32| -7577.02 1.41 242 107047
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The numbers may not be quite as strong as the NASDAQ numbers, but they still appear
squarely bullish. Of course a large portion of the gains have occurred in the first two days.
Below is a 2-day profit curve.
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SPX closes below its lower Bollinger Band 4 days in a row.
Buy on close. Sell 2 days later. $100k/trade. 1986 - present.
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The curve appears quite steady and serves as confirmation of the upside edge.
| have updated the Aggregator chart below.

#+ TradeStation Chart Analysis - $SPX.X Daily [CBOE] S&P 500 Index Bl ==
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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The mixed of studies tonight saw the green Aggregator Line dip a little but still hold above
zero. Positive readings mean net expectations from the Active List are for upside over the
next few days. Meanwhile the black Differential Line remains quite high. The positive
Differential Line reading means SPX is strongly oversold versus recent expectations. So
expectations are positive and SPX is still very 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.

Based on the current active studies, expectations are set to remain positive on Tuesday.
This is unlikely to change, though it is possible if strong bearish evidence emerges. The
Differential Pivot will be 1964.46 on Tuesday. That is a 2.1% above Monday’s close. So
for SPX to move from oversold to overbought versus expectations on Monday it will need
to close up at least 2.1%.

Evidence is now mixed but still leaning bullish. A move in either direction at this point
could be volatile. As you will see below the CBI did nothing on Monday and remained
stuck at 6. 1 still believe there is an upside edge. | will still look to take advantage of a
potential bounce with the positions I currently have. | will not look to put on the last piece
of index position until the CBI reaches 10 or higher. So I will wait to see how things play
out on Tuesday before considering any new trade ideas.

Intermediate-term Outlook (2 weeks — 2 months) — updated 1/11 — neutral

The intermediate-term outlook was last updated in the 12/14 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

AAPL - 1/3 @ $96.45 (buy @ limit)

CMCSA - 1/3 @ $54.61 (buy @ limit)

COF - 1/3 @ $65.08 (buy @ limit)

DIS - 1/3 @ $99.50 (buy @ limit)

COF - 1/3 @ $64.23 (buy @ limit)

DIS - 1/3 @ $99.25 (buy @ limit)

Broad Market Large Cap CBI — 6(AAPL, CMCSA, COF-2, DIS-2)
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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

Page 7

Symbol Entry Date |Entry PricqCurrent Price |% Gain/Loss [Stop Notes
SPY(1/4) 12/31/2015| $203.87 $192.11 -5.77% Aggregator
SPY(1/4) 1/4/2016 $201.02 $192.11 -4.43% Aggregator
SPY(1/4) 1/8/2016] $191.92 $192.11 0.10% Aggregator
CMCSA(1/3 1/8/2016]  $54.61 $54.72 0.20% Catapult
COF(1/3) 1/8/2016]  $65.08 $64.76 -0.49% Catapult
DIS(1/3) 1/8/2016]  $99.50 $99.92 0.42% Catapult
COF(1/3) 1/11/2016|  $64.23 $64.76 0.83% Catapult
DIS(1/3) 1/11/2016|  $99.25 $99.92 0.68% 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 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.
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