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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

April 29, 2016 Volume 9 Issue 82
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 Flat

Tonight’s Research Points

e The 1% 10-day low in a while is often buyable, but it has been less reliable at times
like the present.

Short-term Outlook

The Bottom Line
Not a lot to bank on short-term, but the market still looks more likely to bounce than to sell

off further.
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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
none
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
Dropped Tonight
April 28, 2016 SOX up 0.75%. NDX down 0.75%. 1 day Bullish
April 27,2016 SPX 3-day high. NDX down 3 days. 1-2 days Bullish
April 25,2016 1st 5 low in 10 days. Close > 10ma 1-4 days Bullish 1.40% -1.00% -2.10%

The Evidence

There was some hard selling on Thursday afternoon, which caused losses in all the major
indices. The SPX declined 0.9%, while the Russell 2000 and the NASDAQ sold off 1.2%.
Breadth was negative as the NYSE Up Issues % was 35% and the Up Volume % came in
at 31%. NYSE volume rose for the 3 day in a row.

Notable about the close on Thursday is that it was the 1% 10-day low close since 2/8/16.
Before today SPX had gone 53 trading days without posting a 10-day low. That is a long
time. Historically the 1 pullback to a 10-day low after such a long time without one has
provided an upside edge. In the 11/12/15 letter | also found that the edge is more prevalent
when SPX has been in a strong trend. In the past | used ADX to determine trend strength.
| found readings above and below 20 seemed to be a decent delineator. Below we can see
updated results of both.
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After going at least 30 days without closing at a 10-day low, SPX closes at a 10-day low but = 200ma.
14-day ADX closes = 20. Buy on close. Sell X days later. $100k/trade. 1980 - present.
. Al All: All: . Al Avg All: Max Al Avg All: Max Al . .
X ﬁ;:_ur:_:t Total Winning Losing Pﬁltl'i‘t:{t;le Winning Winning Losing Losing Win/Loss Prnfjr?lllﬁctnr ﬁ.‘:.';;;;g
Da‘y’S Trades | Trades Trades Trade Trade Trade Trade Ratio
10 70,835.17 44 30 14 68.18| 297525 1238575 130865 -536224 227 487 161218
9| 69276.61 44 33 1 75.00| 2575.85| 10,5259.82| -1,42567| -3753.3 1.80 541 1,574.47
8| 65857.40 44 34 10 7727 244459 1055448 168268200 51177 1.50 511 1,519.48
7| 47504539 44 32 12 7273 233587 T 74324 228090 1411 1.03 274 107968
6| 45988793 44 33 11 75.00 187572 588374 -1B5554 1.19 358 10679
5| 4043155 44 30 14 86818 191315 480835 -1211.64 1.58 338 918.90
4| 39078.11 44 34 10 Fr2r| 16137 4 690.50| -1,578.80 1.02 3.48 888.14
3| 1916265 44 30 14 6818 128233 3594055 -1338.23 0.94 202 435.51
2| 950756 44 28 16 6364 103005 374445 120211 0.85 1.50 218.35
1| 656564 44 27 17 61.36 f02.00| 228760 -728.72 -1522.40 0.95 1.53 14522
. o .
41 of 44 instances (93%) closed above the entry price
at some point in the next week.

After going at least 30 days without closing at a 10-day low, SPX closes at a 10-day low but = 200ma.
14-day ADX closes < 20. Buy on close. Sell X days later. $100k/trade. 1980 - present.
X All Net All: _AIIE AI_I: Al AI!: A_vg AI!: M_ax All: ﬁ_n.rg All: I'|_'Iax _AII: Al Al Avg
Total Winning Losing Winning Winning Lesing Losing Win/Loss
Days Froft Trades | Trades (Trades e Trade Trade Trade Trade Ratio ProfiFactor) Trade
10| -6,832.36 13 6 7 4615 1858751 288112 257677 474883 0.72 062 -525.57
9 -1435.44 13 7 6 53.85| 1,88585| 320M68| -2439.40) 422731 077 0.90 -110.42
g -1712.48 13 7 6 53.85| 149508 310728 -202985 -4503.29 0.74 0.85 -131.73
7 160603 13 7 6 53.85 142814 284855 138845 287717 1.02 1.1% 123.54
6| -3279.07 13 3 7 4615 127052 243210 -1,557.80 -3,792.29 0.82 0.70 -252.24
5| 4227389 13 ] 5 61.54 721.05| 183678 -19%525 -3,03240 0.36 0.58 -325.22
4| 173545 13 6 7 4615 1,18837| 205458 126652 194835 0.84 0.80 -133.50
3 37 6T 13 3 7 4615 131470 1,942.05 117227 -2,320.47 112 0.95 -24.44
2 111531 13 6 7 46.15| 1,085.00 1,72560| -1,101.33| -1,753.30 1.00 0.85 -85.79
1 -2318.29 13 3 7 4515 735.26| 145193 -964.98 | -2,200.08 077 0.65 -178.41

Obviously the preference here would be to have an ADX > 20. Unfortunately, Thursday’s
ADX reading came in at 19. So the current situation is reflected in the second table, which
does not indicate a strong or consistent edge. Therefore, there was no study added to the
Active List tonight.

I have updated the Aggregator chart below.
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Tonight the green Aggregator Line barely 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 moved further 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.

The recent chop has left the Active List without any short-term studies. Current studies
are all intermediate-term. This is leaving expectations slightly bullish. Of course any new
short-term studies that emerge in the next few days will have a strong impact on
expectations. The Differential Pivot will be 2102.00 on Friday. That is 1.3% above
Thursday’s close. So for SPX to move from oversold to overbought versus expectations
on Friday it is going to have to close up at least 1.3%.

With the Aggregator formation still bullish there appears to be a bit of an upside edge. But
the lack of short-term evidence is not terribly encouraging. | have a small amount of long
exposure already. | am not interested in taking on any more index exposure until new
evidence emerges. But | will still hold my current SPY position in the hopes of profiting
from a potential bounce. Additionally, there was one Catapult trade that triggered.
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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

NEW

ABT @ $40.42 (buy 1/3)

Broad Market Large Cap CBI — 1 (ABT)

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.

ABT — Buy 1/3 Catapult position @ $40.42 LIMIT. This is from the Catapult section
above. It will be the 1% of 3 possible lots of ABT.

Current Open Trade Ideas

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

SPY(1/4) 4/25/2016| $208.26 $207.45 -0.39% Aggregator

I will look to sell my SPY position at the close if SPX closes >= the Differential Pivot of
2102.00 on Friday.

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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