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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

February 10, 2016 Volume 9 Issue 27

Market Overview

(uantifiable Edges 1-day Risk/Reward Outlook (Quantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh  Bearigh Bullsh

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Flat

Tonight’s Research Points

e The 3-day pullback / 20-day low in the SPX appears to suggest a bounce.

Short-term Outlook

The Bottom Line
There appears to be a good chance of a move higher on Wednesday, but evidence beyond

that is murky. | am not inclined to act on current evidence with just 1 day to try and take
advantage.
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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
February 10, 2016 Dn 3. 20-low. Small decline. < 200 1 day Bullish
Active - Long Term
February 1, 2016 2 90% up days in 1 week 1-9 months |Bullish 23.10% -6.60% -15.10%
February 1,2016 FTD on strong breadth and weak vol 1-10 days Bullish
January 19, 2016 NASDAQ 100-day low. UpIss EMA<37.5|1-19 days Bullish
November 2, 2015 Best 6 months Nov-Apr Bullish
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22, 2013 New High Divergence (Study of Tops)  |int term Bearish
Dropped Tonight
February 9, 2016 1% drop. Decl 2x Adv. 50-low. 1 day Bullish
February 9, 2016 Up Issue % < 33.3% 2x. Monday. < 200 |1 day Bullish
February 8, 2016 SPY 5 low 1st time in over 10 days/ 1-2 days Bullish

The Evidence

Tuesday nearly closed up for some indices, but in the end the majors all lost a little. The
SPX closed down 0.1%, the NASDAQ fell 0.3%, and the Russell 2000 declined 0.6%.
Breadth was negative as the NYSE Up Issues % was 30% and the Up Volume % came in
at 35%. Total NYSE volume declined some from Monday’s level.

There were a few studies that looked at the 3-day pullback and certain characteristics of it that
suggested a possible upside edge. The fact that Tuesday's drop was the mildest of the decline
was one of those characteristics. The study below is from the 11/16/12 Letter and it combined
the mild decline with the fact that the SPX also closed at a 20-day low. Results are updated.

SPX closes down for at least the 3rd day in a row, at a 20-day low, and < 200ma. Today's drop was
the mildest of the decline. Buy SPX on close. Sell X days later. $100k/rade. 1992 - present.
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20 15 5 7500 293388 7,733.75| -339771| -9519.30 0.35 259 135082
22 16 6 7273 332752| 12144860 -2535.90 -11,603.34 1.24 330 158641
22 15 7 63.18| 334403 8&611.46| -2841.19 -11,03760 1.18 252 1.376.01
pracd 15 7| 6818 352650 1087000 234691 571958 1.50 322 1865763
22 14 8| 6364 325418 1424000 -136938 | -448434 1.74 3.05 35083
22 13 9 59.09| 205936.40| 1313500 -154958 | -2053.52 1.93 278 113077
22 14 8| 6364 255328 1265750 -1671.35| 467235 1.59 278 108069
22 14 8| 6364 207724 689250 -216204| -5681.34 0.96 1.68 535.69
23 15 8| 6522 187174 512250 144831| 236873 1.29 242 716.94
24 16 8| 6667 161550 571625 -BET 57| -1,858.04 1.86 372 TET.81

Here it appears there is a decent upside edge both right off the bat and over the next couple of
weeks. Much of the edge has been realized on day 1. | have produced that profit curve below
along with a 7-day curve.
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SPX closes down for at least the 3rd day in a row, at a 20-day low, and < 200ma. Today's drop was

the mildest of the decline. Buy SPX on close. Sell 1 day later. $100k/trade. 1992 - present.
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SPX closes down for at least the 3rd day in a row, at a 20-day low, and < 200ma. Today's drop was
the mildest of the decline. Buy SPX on close. Sell 7 days later. $100k/trade. 1992 - present.
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Both cures appear impressive. But with close to half of the gains being realized on just
Day 1, | have decided to include this on the Active List as just a 1-day study.

One concern | have about the selloff the last couple of days is that while the market has
been hitting new lows, the CBI has been stuck at 0. In the 1/7/16 blog I looked at how the
market had performed following 50-day lows when the CBI was at different levels. Below
| have updated the table that examined performance when the CBI was 0.

SPX closes at a 50-day low. Quantifiable Edges Capitulative Breadth Index (CBI) closes at 0.
Buy SPX on close. Sell X days later. $100k/trade. 1995 - present.
X | Aot | b oning|Losing| "™ | Wning | wining | Losng | Losing (Wiloss| A% | ALAYS
Da‘_l"S I Trades| Trades Trades FEELE Trade Trade Trade Trade Ratio e
20| -12,508.00 16 9 7 5625 2, 925336 457546 -B457.20 0.50 064 -781.81
19| -16,016.67 17 ] 7 5204 2 811255 -516960(-10277.60 0.43 0.56 -542 16
18| -18,656.23 17 9 & 5204 2 803523 -554299( -93571.20 0.51 0.53| -1,087.43
17 -20,211.28 17 9 a 5254 2 750280 -5078.21| -9358294 0.45 0.50| -1,183.590
16| -18,319.25 17 7 10 4118 3, 222204 -4032.01|-11,30565 .79 0.55| -1,077.60
18| -22653.27 17 2 9 47.06| 280155 714288 -£830.63 1231224 0.54 043 133313
14| -28,645.03 17 9 ] 5294 25539 738852 -5,453.78|-11,857.23 0.40 0.45| -1685.00
13| -21,320.73 18 ] 9 44.44| 270862 633848 477663 12852457 0.57 050 118448
12| -23,079.75 18 T 11 3389 322432 658260 -4150.00(-15900.12 0.73 049 128221
11| -15979.71 20 & 10 40.00 2 650 .48 523020 -3,718.34|-14269.74 0.7 057 -758.99
100 -9,154.35 20 10 5 50.00 2115860 585818 | -3,367.82|-11524.02 0.63 070 -457.72
9| -TBB3.28 19 11 2 E7.80| 2882.43 541545 -45819.32|-10,076.34 0.53 0.79 -203.59
g8 -T58242 20 11 9 gs.o0| 2 5 554041 -30£4.47| 055173 054 0.79 -379.12
7 1285648 22 11 10 50.00| 1,767.16 514095 -3,229.53| -7,354.80 0.55 0.60 -584.35
6| -9665.50 23 10 12 43.48| 240087 440504 -28068.1% -10,525.91 0.86 Lk 420,24
5|-11,897.79 26 10 13 3346 222912 548655 -262092( 671168 0.85 0865 -457 81
4 -1508.21 25 14 11 56.00 183253 507022 -259685) -1063281 0.74 095 -80.37
3 B8 TIT 4T 29 17 10 5882| 154264 483238 195074 -5403.51 75 1.34 23184
2 T,074.04 a2 15 14 46.838| 1,701.21 3161524 131743 -£25£42 1.29 1.38 221.06
1 1,224.63 39 22 14 5641 TS068| 1966548 108213 -£30272 0.569 1.08 31.40

While not overtly bearish, this has certainly not been good for the bulls. Total returns have
been net negative from 4-20 days out. This would look substantially better if the CBI was
spiking. To see the study broken down by multiple CBI levels, check out the 1/7/16 blog
post.

| have updated the Aggregator chart below.
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http://quantifiableedges.com/why-the-low-cbi-is-a-concern-with-the-market-selling-off/
http://quantifiableedges.com/why-the-low-cbi-is-a-concern-with-the-market-selling-off/
http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With tonight’s study being considered the green Aggregator Line held above zero. Positive
readings mean net expectations from the Active List are for upside over the next few days.
Meanwhile the black Differential Line also remained 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 stayed long at the close.

Expectations on Wednesday are primed to come in just slightly negative if nothing new
emerges. This would be based on the intermediate-term entirely since the lone active study
is set to quickly expire. Of course this could change if new evidence emerges. The
Differential Pivot will be 1877.28 on Wednesday. That is 1.35% above Tuesday’s close.
So for SPX to move from oversold to overbought on Wednesday it will need to close up at
least 1.35%.

My outlook remains much the same as last night. Evidence is bullish, but it is also all very
short term. We are going to need to see more bullish evidence emerge on Wednesday in
order for the short-term outlook to remain bullish. With this in mind, I am not inclined to
jump in right here. 1 again would rather wait and see what new evidence arises.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 2/8 — neutral

The intermediate-term outlook was last updated in the 2/8 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.

None tonight.

Current Open Trade Ideas
None.

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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