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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

February 19, 2016 Volume 9 Issue 33

Market Overview

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

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing

Short 100% Long VXX Flat

Tonight’s Research Points

e Narrow range inside days below the 200ma are typically bearish. But situations
with low volume and down closes have been exceptions in the past.

Short-term Outlook
The Bottom Line
The Aggregator remains bearish and I believe the pullback has further to go.
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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 18,2016 1% up day 2 days ina row. 10 high<200 |1-4 days Bearish
February 18,2016 OffsetHV < 0.25. RSI(2) > 90 1-2 days Bearish
February 18, 2016 Up Issue % > 70% 3x 1-2 days Bullish
February 18,2016 Up 3 days from 50-day low 1-2 days Bullish
February 17,2016 Gap up. Low vol. < 200ma 1-3 days Bearish
Active - Long Term
February 18,2016 Up Issue % > 70% 3x 1-85 days Bullish 10.70% -5.10% -12.10%
February 1,2016 2 90% up days in 1 week 1-9 months [Bullish 23.10% -6.60% -15.10%
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

The Evidence

Thursday saw the market pull back a little after 3 strong days of gains. The SPX lost 0.5%,
the NASDAQ fell 1.0%, and the Russell 2000 declined 0.6%. Breadth was a little negative
as the NYSE Up Issues % was 50% and the Up Volume % came in at 40%. Total NYSE
volume came in very light.

There were several studies that appeared in the Quantifinder that looked at the fact that
Thursday was an inside day with a low range. The series of studies below was last seen in
the 6/29/10 letter. | have updated them all tonight.

SPY posts an inside day under the 200ma. Range is lowest in 5 days.
Buy on close. Sell X days later. $100k/trade. 1994 - present.
X | A ALLALA x| A | sl | A | Al A | s
Days Proft  rades Trades Trades °'2CF | Trade Trade Trade Trade Ratip | ontacter  Trade
10 21,324.73 55 33 23 5893 291383 681815 -325382|-22420.44 0.90 128 380.80
5 -289.79 57 35 21 61.40 237821 69 -3,977.49|-13,956.81 0.50 1.00 -5.08
8| -7,233597 &1 35 26 57.38| 2102089 84796 -3,107.96 | -12,6865.31 058 0.91 -118.58
7| -31,266.56 63 32 30 50.79| 1,5831.00 7,750.40| -3,155.30|-23,728.18 0.63 057 -455.30
6|-37,28643 66| 30| 36| 4545 1845.84| 788B00| -2573.94)-2183496 0.72 060 -564.95
52827120 67| 32| 34 4776 1,756.40 656820 -2,502.24 -15,971.5% 0.70 065 -420.91
4 -24 53749 70 35 35 50.00 1,784.45 §,497.00 -2,485.52|-13,801.83 0.72 072 -350.54
3| -29,735.12 74 34 41 45.95| 1897.02 7413.70| -2355.84| -0,763.74 0.81 068 -401.83
2 -20,707.95 a0 39 40 43.75| 122573 5,440,000 171279 -5131.74 0.72 070 -258.85
1) -20,827.09 a1 ar R 4588 97218 4485800 129138 -5 44448 0.78 054 -254 86

This study would suggest that low range inside days below the 200ma have struggled in
the past. But | also looked at the day’s low volume. For the SPY it was the lowest volume
in over 20 days. | therefore re-ran the above test and segregated it by times it was
accompanied by the lowest volume in a month and times it wasn’t.
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First let’s look at times where SPY did NOT post the lowest volume in a month.

SPY posts an inside day under the 200ma. Range is lowest in 5 days.
SPY volume is NOT lowest in 20 days. Buy on close. Sell X days later. $100kitrade. 1994 - present.

x | A
Days B Trades| Trades |Trades SIS
10 -13,433.25 45 23 22 51.11
9|-17 474859 46 26 19 5652

g -22181.10 50 26 24 52.00

7 -44 092755 52 24 27 4815

6| -45170.97 53 22 31 41.51
5|-26728.48 54 24 29 44 44
43081121 55 26 29 4727

3| -36,830.02 50 26 33 4407

2| -20,343.87 83 3 31 4521
111212111 83 30 33 4782

Al Avg
Winning
Trade

Al Max
Winning

Trade

T'IL;:: TL:HH: Wi;ﬂﬁs Prufi;-'"ilcim Jc§II'I|:':|\:I‘:;.Q
Trade Trade Ratio

-3,285.84 | -22 42044 0.78 0.81 -288 52
-3,755.61 | -13,956.81 0.55 0.76 -379.89
-2,800.85 | -12,665.31 0.63 0.68 -443.62
-3,245.12 | -23729.18 0.55 0.49 -863.99
-2,600.85 | -21,634.96 0.62 0.44 -852.28
-2,352.92 | -15,971.55 0.74 0.61 -494 97
-2,481.51 | -13,801.83 0.54 0.57 -560.20
-2,368.96| -9763.74 0.68 0.53 -524.24
-1,699.83 -5131.74 0.51 0.81 -322.92
-1,303.58| -5 44448 0.54 0.58 -287 64

These stats are even more compelling for the bears.
Thursday when the volume did come in very low?

So what does that mean for times like

SPY posts an inside day under the 200ma. Range is lowest in 5 days.
SPY volume is lowest in 20 days. Buy on close. Sell X days later. $100k/trade. 1994 - present.

X o ArNet | o ing Losing AL %
Days Frofit Trades|Trades |Trades N
100 21, 18 14 4 77.78
5| 19, 18 14 4 77.78
8| 23, 18 14 4 Tr.78
7| 17, 18 13 5 7222
6| 16, 18 12 6 66.67
5| 10, 18 12 6 66.67
4 18 11 7 51.11
3 18 10 g 55.56
2 18 ] 9 50.00
1| -2,505.598 18 7 11 38.89

Al Avg
Winning
Trade
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Trade Trade Ratio

-5,536.48  -11,977.56 0.56 157 1,191.06
=5, 11543 -10,7594.21 0.55 194 105794
-4,169.91| -5,112.26 0.69 242 131521
-4.208.21 | -11,817.41 0.70 1.83 97231
-3,264 68| -7,552.86 0.92 1.83 B06.40
-3,575.24| -4 85865 0.74 1.48 57210
-2624.80 -£551.57 0.54 1.48 435152
-2,728.85 -5,431.25 0.59 1.24 28517
-1,758.11 | -4,085.25 1.00 1.00 -4.22
-1,254 67| -3,084.28 1.29 0.82 -138.22

Instances are a bit low here, but there certainly doesn’t appear to be a downside edge. In

fact these statistics look fairly bullish. I didn’t stop there, though. I also filtered on just
those times that the close was down from the day before.
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SPY closes down and posts an inside day under the 200ma. Range is lowest in 5 days.

SPY volume is lowest in 20 days. Buy on close. Sell X days later. $100k/trade. 1994 - present.

X FLELE 'I{;{Ial m:rlllmg Llisl:ng FLEE 1.ﬁ:\'d!:nﬁ"rrlgg m:n:z T_Illz;.::gg T_lllz;.:illnﬂgx Wirﬂﬁs& — LA

DanS Profi Trades|Trades |Trades R Trade Trade Trade Trade Ratio FOLIFZET)  ThEEE

10| 28342229 9 a 1| 88.8D| 3,883.72| 681815 -2487.45| -2487.45 1.55 1243 315803
9| 2435541 9 8 1 88.89| 327184 6&953.00/ -1,819.30( -1,819.30 1.80 1439 2 706.16
8| 22,809.85 9 8 1 58.89 -2,728.95| -2,728.95 147 936 253443
7| 20,710.03 9 T 2 7778 -920.52| -1,457.30 3.50 1225 230111
6| 15479.07 ] L] 3 66.67 -1,350.99 ) -2,342.55 2.41 432
5| 6591514 ] L] 3 66.67 -3,030.71) -4 50480 .32 1.76
4 435115 ] 5 4 55.56 -2861.28 ) -4951.57 1.13 1.41
3| 7,.59083 5 5 4 55.56 220428 443133 1.53 1.9
2| 263269 ] L] 3 66 67 273199 -408525 0.66 1.32
1| B8,573.01 ] 3 6 3333 154523 -3,084.28 058 029

So now we are really getting a bit low on instances but the stats keep getting more and
more bullish the more | compare action to Thursday’s. For those who might want to dig
further, I’ve listed all the instances below assuming a 10-day exit.

SPY closes down and posts an inside day under the 200ma.

Range is lowest in 5 days. SPY volume is lowest in 20 days.

Buy on close. Sell X days later. $100k/trade. 1994 - present.

Date/Time Signal Price % Profit Run-up
Drawdown

10/23/1998 Buy $106.84 6.82% $7,218.20
11/6/1998 Sell $114.13 ($757.35)
4/16/2001 Buy $117.60 6.22% $8,551.00
4/30/2001 Sell $124.91 ($493.00)
5/8/2001 Buy $126.18 4.20% $4,680.72
5/22/2001 Sell $131.48 ($1,409.76)
7/3/2001 Buy $124.10 -2.49% $0.00
7/18/2001 Sell $121.01 ($5,643.05)
10/8/2001 Buy $106.53 2.76% $4,333.56
10/22/2001 Sell $109.47 ($947.38)
12/24/2001 Buy $114.73 0.73% $2,839.46
1/9/2002 Sell $115.57 ($801.32)
8/12/2002 Buy $90.62 5.12% $7,202.59
8/26/2002 Sell $95.26 ($2,867.80)
7/25/2008 Buy $125.48 3.10% $3,542.20
8/8/2008 Sell $129.37 ($1,639.76)
6/28/2010 Buy $107.53 1.98% $2,378.24
7/13/2010 Sell $109.66 ($5,945.60)

As with any series of tests, these are open to interpretation. The general pattern of low
range, inside day below the 200ma appears to have bearish connotations. Days like
Thursday, though appear to be the kind that are the exception to the rule. And while the
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stats are very positive in the last test, with the larger pattern being negative and the
instances low I’'m more inclined to treat it as the exception than as a separate rule. So I
won’t be adding results from this series of tests to the Active Studies list. Instead I’1l wait
to see what tomorrow’s action suggests and then take it from there.

| have updated the Aggregator chart below.

4 TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index B0 e =S

SSPX X - Daily CBOE L=1917.83 -8.95% -0.47% B=1913.74 A=192625 0=15927.57 Hi=1830.00 Lo=1915.08 C=1917.83 V=2713,793
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With tonight’s studies being considered the green Aggregator Line held below zero.
Negative readings mean net expectations from the Active List are for downside over the
next few days. Meanwhile the black Differential Line is also below 0. The negative
Differential Line reading means SPX is overbought versus recent expectations. So
expectations are negative and 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.

Expectations on Friday are primed to remain bearish. Of course this could change if new
bullish evidence emerges. The Differential Pivot will be 1904.25 on Friday. That is 0.7%

Hanna Capital Management, LLC 16 Hillcrest Rd., Medfield, Massachusetts 02052 781-956-6952
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below Thursday’s close. So for SPX to move from overbought to oversold on Friday it
will need to close down at least 0.7%.

So the Aggregator is still suggesting a downside edge. Though evidence is mixed rather
than unanimous. | am leaning bearish and currently have a small amount of short exposure.
For the time being that is enough for me. I’ll consider adding to the position if the signal
remains and bearish evidence builds further.

Intermediate-term Outlook (2 weeks — 2 months) — updated 2/16 — neutral

The intermediate-term outlook was last updated in the 2/16/16 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.
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Current O

pen Trade ldeas

Symbol Entry Date |Entry PricqCurrent Price (% Gain/Loss Notes
BA(1/3) 2/12/2016| $105.12 $116.91 11.22% sold on open
SPY (1/4)(s) 2/17/2016( $191.16 $192.09 -0.49% Aggregator
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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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