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Market Overview

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

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

Tonight’s Research Points

e The gap down and partial reversal is typically a bullish pattern.
e With SPX down big, the strong SOX suggest a bounce is near.

Short-term Outlook
The Bottom Line
Evidence is again pointing higher and the market is obviously oversold. Still looking for

a bounce.
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The Evidence

| have a 102.5 fever tonight and am battling the flu. So this may be the shortest report ever,
with almost no commentary. Sorry about that.
tomorrow night. The market saw a scary selloff reverse course and finished the day with
mixed results. Here are two studies | thought were worth some consideration.

Hopefully 1 will be in better shape

SPY gaps open below the lowest close of the last 50 days. It closes above the open but down on the day.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
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88% of instances closed above the entry price
at some point in the next week.
SPX closes down more than 1% while SOX closes positive on the day.
Buy SPX on close. Sell X days later. $100k/trade. 1995 - present.
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The big intraday selloff caused all the short-term studies that were active last night to either
meet their bearish objective or trade 1 standard deviation beyond their typical bullish
drawdown and therefore be taken off the active list. So from a short-term standpoint there
the above studies are playing a large role in generating estimates.
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| have updated the Aggregator chart below.
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Tonight the green Aggregator Line rose back above zero. Positive readings mean net
expectations from the Active List are for upside over the next few days. Meanwhile the
black Differential Line held above 0. The positive Differential Line reading means SPX is
oversold versus recent expectations. So expectations are positive and 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 on Thursday are primed to remain positive if nothing new emerges. The
Differential Pivot will be 18793.5 on Thursday. That is 1.8% above Wednesday’s close.
So for SPX to move from oversold to overbought versus expectations on Thursday it will
need to close up at least 1.8%.

There again appears to be a short-term bullish edge. | already have a 50% index position.

With the CBI still just at 7 1 am not inclined to add more to that (though I am a little
tempted). | will look to add the one additional Catapult that triggered on Wednesday.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 1/19 — neutral

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

COF - 1/3 @ $65.08 (buy @ limit) (filled)
COF - 1/3 @ $64.23 (buy @ limit) (filled)
NSC - 1/3 @ $75.93 (buy @ limit) (filled)
APC - 1/3 @ $34.86 (buy @ limit) (filled)
NSC - 1/3 @ $71.44 (buy @ limit) (filled)
APC - 1/3 @ $30.85 (buy @ limit) (filled)
New

APC - 1/3 @ $30.54 (buy @ limit)

Broad Market Large Cap CBI — 7(COF-2, NSC-2, APC-3)

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.

APC — buy 1/3 Catapult position @ $30.54 LIMIT. This is from the Catapult section
above. It is the 3" of 3 possible lots for APC.

Though they have done well over time, Catapults tend to be quite volatile and are
traded without initial stops. Those new to Catapults should examine the information
on the Catapult System page.
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Current Open Trade ldeas

Symbol Entry Date |Entry PricdCurrent Price (% Gain/Loss |Stop [Notes
SPY(1/4) 1/4/2016] $201.02 $185.65 -7.65% Aggregator
SPY(1/4) 1/8/2016( $191.92 $185.65 -3.27% Aggregator
COF(1/3) 1/8/2016]  $65.08 $60.76 -6.64% Catapult
COF(1/3) 1/11/2016] $64.23 $60.76 -5.40% Catapult
NSC(1/3) 1/13/2016|  $75.93 $71.18 -6.26% Catapult
APC(1/3) 1/14/2016] $34.86 $30.54 -12.39% Catapult
NSC(1/3) 1/19/2016|  $71.44 $71.18 -0.36% Catapult
APC(1/3) 1/20/2016]  $30.24 $30.54 0.99% 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.

Copyright © 2016 Hanna Capital Management, LLC.

Hanna Capital Management, LLC

16 Hillcrest Rd., Medfield, Massachusetts 02052

781-956-6952



http://quantifiableedges.com/subscribers/content/f/id/21/

