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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

April 27, 2016 Volume 9 Issue 80
Market Overview
(uantifiable Edges 1-day Risk/Reward Outlook | Quantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh  Bearish Bulish

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Short

Tonight’s Research Points

e NDX pullback with SPX strength has led to a bounce in the past.
e Fed Days have historically been strong market days.

Short-term Outlook
The Bottom Line
Evidence continues to point higher SPX is again a little oversold. The leaves me somewhat

bullish and looking to profit from a move upwards.
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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
April 27,2016 SPX 3-day high. NDX down 3 days. 1-2 days Bullish
April 27,2016 Fed Day 1 day Bullish
April 25,2016 1st 5 lowin 10 days. Close > 10ma 1-4 days Bullish 1.40% -1.00% -2.10%
April 22, 2016 Big drop from 50-high 1-4 days Bullish
Active - Long Term
April 26,2016 Golden Cross int term Bullish
April 25,2016 1st 5 lowin 10 days. Close > 10ma 1-10 days Bullish 2.20% -1.30% -2.70%
March 28, 2016 1st close < 10ma in 25 days 1-19 days Bullish 4.10% -0.90% -2.25%
March 2, 2016 FTD & 20-day high int term Bullish
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%
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

Results were mixed on Tuesday. The SPX rose 0.2%, the NASDAQ sold off 0.2%, and
the Russell 2000 rallied 1.1%. Breadth was positive as the NYSE Up Issues % was 77%
and the Up Volume % came in at 78%. NYSE volume rose some from Tuesday’s level.

One aspect of recent market action that is interesting and suggestive of an upside edge is
the fact that despite the rise in the SPX to a new 3-day high, the NASDAQ 100 closed
lower for at least the third day in a row. 1 last looked at this in the 2/5/16 letter, and have
updated the study below.

MNDX closes down for at least the 3rd day in a row {(but not at a 50-day low) while SPX closes at
a 3-day high. Buy SPX on close. Sell X days later. $100kitrade. 1997 - present.
LA AR E el bl kvl ol Mo PO
Da}"S Profi Tradez | Trades |Trades Profitable Trade Trade Trade Trade Ratio ProfitFactor)  Trade
10| 41,187 .85 15 13 2 8667 338037 8,281.58| -137380| -2,723.00 245 1554 2745384
9| 3809533 15 14 1 9333 251218| 3820802 -257470| -267470 1.08 15.24| 253972
| &| aoz663| 1 14 1| ©o333| 200569 9,347.15| -146300) -146300] 199 2781 261445
7| 3301433 15 11 4 7333 3479385 5981411 -131485| -2738320 265 728| 2200598
6| 26,951.95 15 11 4 7333 324252 9508 49| -217854( -3,451560 1.45 4089| 175630
5| 1882028 15 11 4| 7333| 252187 770086 -223035 -449124) 113 341 125468
4| 1531654 15 11 4 7333 242774 721788 -184712| -3,30688 1.31 3.61 1,287.78
3| 17007562 15 10 5 6667| 225315 555847 110477 | -3,28848 2.04 408 1133384
2| 1778611 1 11 4| 7333| 200175 513401 -1,30327| 322452 160 441 118641
1| 13,078.91 15 9 6 80.00 1,987.14 4 708.01 -200.89 ) -134238 243 372 871.93

Strong numbers all around here. Below are both the 2-day and 8-day curves.
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The curves are not perfect, but they are both still suggesting an upside edge. The 2-day
took a hit on the last instance but I am not overly concerned about that 1 bad trade — and it
did recover in time to post a gain on the 8-day chart. Of course you may be thinking,
"Would we better off buying NDX, rather than the SPX?". | ran that analysis as well, and
have updated it below.

NDX closes down for at least the 3rd day in a row (but not at a 50-day low) while SPX closes at
a 3-day high. Buy SPX on close. Sell X days later. $100k/rade. 1997 - present.
X | A | S LA x| AEe | et | Atae | AMe A | v
Dail"S FIs Trades | Trades [Trades FILEis Trade Trade Trade Trade Ratio e
10| 70970.73 15 11 4 7333 6.8 -1108.48 -3 06512 618 16.959 473138
9 8917150 15 12 3| 8000/ &0 110897 -2,028.08  5.45 2183 451143
8| 7047960 15 12 3 20.00 6,049 -FO3.77| -1,024.40 8.60 3438 4 698 64
7 15 9 & 6000 6931 112533 -183788 820 931 373858
3 .56 ] 6 §0.00 553231 56370 341734 378 567 2.931.50
5| 35573800 15 10 5| 8667 4550.22| 1120320 200368 472765 228 455 237159
4| 27 101.99 15 11 4 73.33 3 .01 £,835.48 | -3 35553 483427 1.10 3.02 1,808.80
3| 19 84263 15 g 8 60.00 3,443 81 778811 -1,858861| -5059.31 1.85 278 1,322 84
2| 2686335 15 10 5| 8667 3.94045| 10,921.40| 254822| 478330 155 3.09 177756
11 1938271 15 10 5 88 67 2 573.56 5474591 127057 | -3,295.90 203 405 1,292 18

We see here a similar winning %, but more powerful results as the oversold index has
enjoyed the bigger bounce.

It is notable that Wednesday is a Fed Day. Over the years the market has exhibited bullish
tendencies on Fed Days. This is something | have discussed many times. Numerous
studies may be found on the blog and in the Quantifiable Edges Guide to Fed Days. One
filter I have found very useful in examining Fed Day is where SPY closed in its daily range
the day before. In the past | have broken it down by quartiles. | found the weaker the close
the better the Fed Day has performed. On Tuesday SPY closed down between the 25" and
50" percentile of its daily range. Below are updated results when this has happened.
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Tomarrow is a Fed Day. SPY closes = 25% and <= 50% of daily range.
Buy on close. Sell next day's close. $100k/trade. 1993 - present.

radeStation Performance Summary Expand ¥

All Trades

Total Met Profit $12,223.10 Profit Factor C2.50 ]
Gross Profit $20,356.86 Gross Loss ($8,133.76)
Total Number of Trades 31 Percent Profitable
Winning Trades 22 Losing Trades 9
Even Trades 0

Avg. Trade Met Profit 5 Ratio Avg. Win:Avg. Loss 1.02
Avg. Winning Trade $925.31 Avg. Losing Trade ($903.75)
Largest Winning Trade $2,943.00 Largest Losing Trade (52,066.62)

The numbers here are all impressive. Below is the profit curve.

Tomorrow is a Fed Day. SPY closes = 25% and <= 50% of daily range.
Buy on close. Sell next day's close. $100k/rade. 1993 - present.
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Wednesday’s Fed Day appears to be another potential positive.
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I have updated the Aggregator chart below.
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Tonight’s studies helped the green Aggregator Line 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 remained slightly 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.

Based on the current active studies, expectations are slated to remain positive on
Wednesday. This could change if more bearish evidence emerges. The Differential Pivot
will be 2097.17 on Wednesday. That is 0.3% above Tuesday’s close. So for SPX to move
from oversold to overbought versus expectations on Wednesday it is going to have to close
up at least 0.3%.

The Aggregator is again bullish and I am too. The Fed Day could very well help out. |
have a small long position from Monday and | will look to ride that a little higher. If SPX
does rally as expected on Wednesday and finishes above the Differential Pivot, then I will
look to take profits on my position at the close.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 4/25 — slightly bullish
The intermediate-term outlook was last updated in the 4/25 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 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 ldeas

Symbol Entry Date |Entry Pric§Current Price [% Gain/Loss |Stop [Notes

SPY(1/4) 4/25/2016| $208.26 $208.92 0.32% bought on open

I will look to sell my SPY position at the close if SPX closes >= the Differential Pivot of
2097.17 on Wednesday.

This report has been prepared by Hanna Capital Management, LLC and is provided for information purposes only. Under no
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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
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