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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

June 28, 2016 Volume 9 Issue 124

Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook \ Quantifiable Edges 3-day Risk/Reward Outlook
Bearish Bulsh  Bearish Bulish

Signals Overview
Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long SPY Flat

Tonight’s Research Points

e Strong selloffs to new lows on Monday’s are often followed by a Turnaround
Tuesday.
e The CBI of 0 is a bit discouraging.

Short-term Outlook

The Bottom Line
More selling Monday triggered more bullish evidence. There appears to be an upside edge

and | am looking to take advantageous of ot.
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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
June 27,2016 System 110524 1-7 days Bullish
June 27, 2016 SPX dn 1.5x 20-day ATR on Friday 1-6 days Bullish
June 27,2016 VIX > 25% above 10ma. 1-2 days Bullish
June 27,2016 10-high to 10-low in 1 day 1-3 days Bearish
Active - Long Term
June 13,2016 Bounce from 20-low then inside day dn. [1-10 days Bullish 5.00% -2.85% -6.75%
April 26, 2016 Golden Cross int term Bullish
March 2, 2016 FTD & 20-day high int term Bullish
February 1, 2016 2 90% up days in 1 week 1-9 months [Bullish 23.10% -6.60% -15.10%
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22, 2013 New High Divergence (Study of Tops) int term Bearish

The Evidence

The market was hit with more selling on Monday. The SPX lost 1.8%, the NASDAQ
dropped 2.4%, and the Russell 2000 fell 3.4%. Breadth was strongly negative as the NYSE
Up Issues % was 19% and the Up Volume % came in at 13%. NYSE volume declined
some from Friday’s level.

This 2" day of strong selling brought about several bullish studies. Many of them played
off the fact that tomorrow is a potential “Turnaround Tuesday”. | have shown numerous
times over the years that oversold bounces occur more frequently, reliably, and powerfully
on Tuesdays than on any other day of the week

In the 10/14/14 letter 1 showed a compelling Turnaround Tuesday related study. It required
the Up Issues % close below 33.3% for AT LEAST the 2™ day in a row. Results are
updated.
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NYSE Up Issues % < 33.3% for at least the 2nd day in a row. SPX < 200ma. Today is Monday.
Buy SPX on close. Sell X days later. $100k/trade. 1993 - present.

X - muNet |l innng Losng 5% | Wonng | Wimning | Loang | Losng Winoss| AL ALAY
DaYS . Trades | Trades |Trades s Trade Trade Trade Trade Ratio LR e
10 40.05 26 18 g 69.23 -3,551.88| -9,276.30 1.49 335 2563.08
9 7.16 28 18 2 69.23 -5 70277 18 642.00 0.95 215
8 28 20 § 76.92 . 595542 | 17 685.00 0.33 278
7 26 20 6 76.92 12,150.45| -4,354.72|-10,933.20 1.19 3.57
] 26 22 4 24.62 18,349.11| -5,529.97| -9917.10 0.36 471
5 2T 20 7 T4.07 3,73345| -347383 -T 41455 1.41 4.03
4 27 20 7 T4.07 1402011 -2,318.18| -5934.24 1.71 4.50
3 27 20 7 74.07 12,304, 3,141.67 | -11,502.27 1.10 313
2 27 21 § 77.78 9 024 -5167.29 1.49 5.23
1 27 21 6 7178 10,716.03 -1,012.99| -2680.15 250 876

All 27 instances closed above the ehtry price
at some point in the next 4 days.

This appears to have been a powerful combination. The curve below assumes a 1-day
holding period (Turnaround Tuesday.)

NYSE Up Issues % < 33.3% for at least the 2nd day in a row. SPX < 200ma. Today is Monday.
Buy SPX on close. Sell 1 day later. $100k/trade. 1993 - present.
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The strong, consistent upslope act as some confirmation of the upside tendency. | also ran
a 6-day curve.

NYSE Up Issues % < 33.3% for at least the 2nd day in a row. SPX < 200ma. Taday is Monday.
Buy SPX on close. Sell 6 days later. $100k/trade. 1993 - present.
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This is just as impressive. | have added this study to the Active List tonight.

Another Turnaround Tuesday study looked at poor breadth and a 50-day closing low. It
was from the 5/15/12 letter and has been updated below.
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SPX drops = 1% and NYSE decliners double advancers. SPX posts lowest close in 50 days.
Today is Monday. Buy on close. Sell X days later. $100k/trade. 10/20/87 - present.

X All Net All: _AII:. AI!: All % AI!: A.'.rg ﬁ.l!: M_ax All: ﬁ.‘vg All: r._'la:-c .AII: Al Al Avg
Frofi Tetal |Winning | Losing Froftable Winning Winning Lesing Losing |Win/Loss FroftFactor]  Trade
Da'_l"s Trades | Trades |Trades Trade Trade Trade Trade Ratio
5| 87,755.82 44 30 14 68.18| 3931.60| 13,733.46| -2,155.58| -560634 1.82 3.91 1,994 45
4| 5320276 45 34 11 75.56| 281316 1402011 -3,395.87(-14,820.98 0.33 256 128538
3| 55,008.10 45 32 13 T1.11| 277247 -2,516.24(-13,815.18 1.10 271 1,244 62
2| 50,230.02 45 29 16 64.44| 245234 -1,305.49| 576330 1.88 340( 111622
1| 50,250.07 45 3 14 68.89| 2,091.30 -1,040.73| -5,702.04 2. 445 1,116.89

Results are very strong across the board. Below is a profit curve using a 5-day exit strategy.

SPX drops = 1% and NYSE decliners double advancers. SPX posts lowest close in 50 days.
Today is Monday. Buy on close. Sell 5 days later. $100k/trade. 10/20/87 - present.
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We see here another study that appears worth consideration.

I noted last night that I am not keen on the fact that the Quantifiable Edges Capitulative
Breadth Index (CBI) is stuck at zero. Here are some studies that show why.
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The first one looks at performance following 50-day low closes when the CBI is 0.

Buy SPX on close. Sell X days later. $100k/trade. 1995 - 4/27/16.

SPX closes at a 50-day low. CBl closes at 0.

X All Net All: _AII:_ AI!: Al % AI!: A_‘.rg AI!; M_ax All: ﬁ_wg All: I'|_'Ia.x _AII: Al Al Avg
Total [Winning Losing Winning Winning Losing Losing |Win/Loss
Da‘;rs il Trades Trades |Trades ek Trade Trade Trade Trade Ratio e
20 -5,34054 17 10 7| 5882 289947 925335 457546 548720 0.58 0.83 -343.58
19| -2,007.93 18 11 7| 81.11| 310721 8112.58| -5169.60|-10277.60 0.50 0.94 -111.55
18| -10,889.08 18 10 8| 55.56| 334548 803523 -554299 -9871.20 0.50 0.75 -504.85
17| 12,783 38 18 10 &| 55.56| 278323 750260| -50738.21| 935294 0.55 0.69 -710.74
16 -11,268.72 18 ] 100 4444 3F01.28| 822204 408801 |-11,305.65 0.9 072 -525.10
15 -16,043.04 18 9 9 50.00 304307 7T,14283 -4830683 1231224 0.53 0.63 -891.28
14| -24 45518 18 10 & 55.56| 271811 7,38852| -5453.78|-11857.23 0.4z 0.53 -1,355.40
13| -18,075.50 15 9 100 4737 2596481 | 638848 447628 1262457 0.56 0.50 -551.55
12| -17,871.57 15 i) 1Al 4211| 347225 658260 -4,150.00|-15500.12 n.24 0.61 -540.63
11 -5,820.11 20 11 % 55.000 281533 523020 -3,854.31 -142658.74 0.56 0.81 -341.1
10| -10,839 87 20 11 % 55.00| 225008, 5B55168| -3,854.52|-11524.02 0.57 0.70 -541.588
9| 2789510 20 12 & B0.00 224716 541545| -4B519.3&8 -10,076.34 0.52 0.82 -139.48
& -3277.598 21 12 9 5714 258519 654041 -384£47 555173 0.53 0.91 -155.08
7| 445123 23 13 10 55.52| 214185 5,140.958| -3,228.53| -7 354.80 0.66 0.86 -193.53
6| -9,199.685 23 10 13 4348 248075| 440504 -2523.63 -10,528.9 0.95 0.73 -399.95
5 -TA4TET3 25 12 14 4815 2231.28| 543855 -244653 B711.66 0.9 0.78 -287.57
4 -908.19 25 15 1Al 57.69| 184381 507022 -2,585.85|-10632.61 0.7 0.57 -34.593
3| 884218 29 18 1Al §2.07| 1854570 4858235 -1,880.77| -5403.51 0.87 1.43 304.50
2| T.328.02 33 18 15 5455 1,562.00| 361524 -1,385.85 -425442 113 1.35 22208
1| 5764785 40 25 15 62.50 g3z2.02) 234864 -1101.05 -430272 0.85 1.41 169.62

Other than perhaps a very quick bounce this has not been a favorable setup for the bulls.
From 1-4 weeks out the results have all been net negative.

Now let’s look at instances where the 50-day was accompanied by a CBI of between 1-5.

Hanna Capital Management, LLC

16 Hillcrest Rd., Medfield, Massachusetts 02052
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SPX closes at a 50-day low. CBl closes between 1 & 5.
Buy SPX on close. Sell X days later. $100k/trade. 1995 - 4/27/16.
X ANt |t ving Losing AL | Winng | wiming | Losng | Losing |Wislossl, AL | ALAYS
Days Profi Trades Trades Trades e Trade Trade Trade Trade Ratio ProfitFactor)  Trade
20| 38,11025 44 28 16 6364 470554 13,865.30| -4,802.30)-15,803.20 1.02 1.78( 1,320.69
19| 42,036.95 44 29 15 6591 4 35418 16,726.50( -5531.61 | -24 44599 077 1.50 §956.52
18| 4567989 45 3 14 6889 3597290| 1658240 -5452.386 -23,557.89 0.73 1.81 1,037.33
17| 37,059.44| 45| 32| 13| 71.11| 334632| 12,849.30| 5386.37|-17331.23| 082 153| 82354
16| 1893990 45/ 28| 17| 6222| 346291| 11,683.80| —4589.51|-16304.16 075 124| 42089
15| 3035329 45| 27| 18| 60.00| 3,.80561| 13,946.40| —4022.13|-11350.38| 095 142| 67452
14| -128577| 48| 26| 22| 5417| 3767.74| 12511.80) -4511.23|-17200.80| 0.84 099 2579
13| 44320 51| 26| 25| 5008| 4,13493| 11,340.44| -433460|-18322050| 097 1.00 3.69
12| 14,45052 51 28 23 5450 3 72245| 1228770 -3,80185 -13,43412 0.95 1.18 28413
11 32,091.94 51 28 23 5490 380675| 1325610 -3,239.00 | -10,24470 1.18 1.43 62925
10 995093 51 24 27 47.06| 3,989.35( 11,861.10| -3,177.53 | -11,697.84 1.25 1.12 19512
9 11,2141 52 28 24 53385 374421 | 11,281.50| -3,900.93  -18,6438.00 0.95 1.12 215.66
& 11,037.15 55 32 23 58.18| 3,03052| 938370 -3,737.06 | -17,635.00 0.81 1.13 200.68
7| 3885131 56| 33| 23| 58893 321421| 10,00556| -292251(-12,654.00  1.10 158 693.77
6| 2519436 59| 32| 27| 5424 280486 8667.00| -2391.15(-10967.40| 147 139 427.02
5| 4047348 63| 34| 20| 5397 2911.04| 860940 -170697| -8127.00| 171 200 78529
4|-2289979| 67| 38 29| 5672 196460 5080.39| -336395|-17,03780 058 077 -341.79
3| 1310080 73| 42| 31| S5753| 196287 591660 -223677|-10286.10| 0.8 119  179.48
2| 637127 84| 43| 41| 5119 181781 848478 -1,751.08| 927000 1.04 1.09 75.85
1 440022 106 53 53 5000 1,/14395| 5359460 -1,0680593 -5633.35 1.08 1.08 4151

Still nothing | would want to place a strong wager on, but the results table has turned from
mostly red to mostly green. So some improvement is certainly seen. Now let’s look at
CBI readings between 6-9.

Hanna Capital Management, LLC

16 Hillcrest Rd., Medfield, Massachusetts 02052
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SPX closes at a 50-day low. CBl closes between 5 & 9.
Buy SPX on close. Sell X days later. $100k/trade. 1995 - 4/27/16.

X Al Nat _I;_ﬁlll: .AII:. AI!: All % AI!: Al'.rg AI!: M.ax Al ﬁ}'.rg All: Hax .AII: Al Al Avg
ofal [Winning Losing Winning Winning Losing Losing |Win/Loss
Da'_.rs Gl Trades| Trades (Trades sl Trade Trade Trade Trade Ratio e
20| 9763007 33 24 9 TF273| 544447| 18381600| -3670.81| -B8515.456 143 39| 205349
19/118917.33 34 2% & 764F| 589616| 1774464 -4297285(-10,655.01 1.37 446| 349757
18|115,860.39 34 2% 76 47| 566759 1684352 -39365.00| -9,663.20 1.44 468 340792
17| &9,139.09 36 2% 10| 7222| 508695| 1589760 -431217|-11,91920 1.18 307| 247609
16| 7833753 36 2% 10| 7222| 466956| 13,95323| -4307.11|-12 89766 1.08 282 2176.04
15| 6039895 36 rd 75.00| 4,409.33| 1458560 -5461.45|-19549.18 0.63 205 169164
14| 6834073 7 29 & 78.38| 423556( 1348992 -6311.31|-16,931.28 0.62 225 1,847.05
13| 6636956 33 29 76.32| 396014 1452416 -5386.05|-13,985.32 0.74 237 174657
12| 64,35293 33 23 10| 73.68| 3,877.22| 1547392| 442093 -1505034 0.82 246| 1693.50
11| 6931465 39 peri 12| 69.23| 4166.76| 19082.07| -3,599.00|-12064.08 1.16 260 1,777.30
10| 77 46857 39 25 13| 66.67| 467712| 21,519.33| -3,39512|-11,180.43 1.38 276| 1,986.37
9| Tr418.78 41 peri 14| 65.85| 4653.41| 1451520| -3 44453 -11287.50 1.35 261 188826
8| 7480247 41 25 14| 63.41| 4428086| 15803.97| -2880.50)-10,383.24 1.54 285 182445
7| 67,067.89 42 29 13| 69.05| 3,34672| 17,319.54| -3.42207-14,010.70 1.12 251 1,596.85
6| 20,904.17 a4 32 12| 7F273| 3,723.20| 14,933.73| -3/18551| -B93057 1.47 312| 183873
5| 4858507 45 peri 19| 5B7F0| 3,42514| 11,371.92| -231020| -7,032.55 1.48 211 1,056.20
4| 4068762 48 &Y 17| 6458 3,013.73| 13,377.28| -3/102.24| -14,82093 0.97 177 24765
3| 3645870 53 34 19| 64.15| 2,54212| 10,908.87| -2630.17|-13,815.18 0.97 1.73 6B7.90
2| 40,189.02 56 v 19| 66.07| 2181.06| 749568 -213211| -B077.85 1.02 1.99 717685
1| 15,581.75 65 43 22| 6615 134768 6331.29| -192585| 565922 0.70 1.37 23972

These are some solid bullish numbers. And the edge seems to persist from Day 1 and

throughout the next 4 weeks. Lastly, let’s look at high CBI readings of 10 or above.

Hanna Capital Management, LLC
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SPX closes at a 50-day low. Quantifiable Edges Capitulative Breadth Index (CBI) closes == 10.
Buy SPX on close. Sell X days later. $100k/trade. 1995 - present.
All: All: All: ; ; : : :
X Al Net Profit| Total v || ez [| S mnﬁ;gg ﬂ:ﬂ:ﬁ TLQ:; Tlnshi‘nagx Wiﬁm = LA
Days Trades | Trades | Trades FOLETE Trade Trade Trade Trade Ratio HORZET TEEEE

20 94 4592 65 18 17 1 8444 | 557027 17 EYE08 -156.00 -196.00 2842 48314 524593
19 91 41484 18 18 2 3889 554052 1753488 181875 -25993.00 327 26.16| 507880
18 84 152.11 18 17 1 8444 570001 20,081.38) -2,748.00| -2743.00 207 3526 5230867
17 82 059.85 18 16 2 8885 B15117 2121768 317943 421400 1893 1548 511444
16 78,690.41 18 16 2 88.89| 5350.09 15328.16| -3,455.52| -6,614.00 1.55% 1239 437169
15| 7286452 18 14 4| 7778 5740.17| 17,33820| -1,87445| 5572.00 3.06 10.72| 4,048.03
14| 5136329 19 15 4| 7895 452141 15891380 -4,114.46|-14,731.00 1.10 412 270333
13 56.611.15 19 14 5 7368 530468 1937760 -3530.87 | -115946.00 1.50 42 24597953
12 55 454 38 19 14 5 7368 514558 17823238 331474 -B812.00 155 435 291818
11 61,3599.38 19 13 [+ 6842 585822 2075832 -245853| -954500 238 516 323155
10 54 609.93 19 14 5 T368 451776 1631818 172775 411800 2861 T332 287421
9 58,251.27 19 14 5 7368 462068 1224695 -1287.65| -1,765.40 3.59 10,05 3,085.85
8 45168.59 20 15 4/ 7500 400578 1561560  -3,729.28| -5,568.00 1.07 403 225348
T 49 138.77 20 14 [ 70.00 450556 1272084 -2,323.02| -4580.00 1.94 453 2455195
[ 45 53581 20 14 -] 70.00 4 55358 18345911 -2591.71| -2,835.00 153 356 229599
5 50,631.99 20 14 -] 70.00 4793684 1888180 -274848) 517485 175 407 253180
4 41 827.89 21 13 7 §1.80 451730 1785188 -2413.85) 438500 1.87 348 15951.80
3 943250 26 13 ] 50.00 347367 1385340 446348 -5,701.00 0.78 1.26 363.56
2| 3173488 33 18 10 5455 358831 13,116.34| -3,285.48| -8,631.00 1.09 197 96166
1) 1544114 41 20 12| 4878 2101.19| 10,716.03| -221522| -5,760.90 0.95 158 37661

These are by far the most appealing results, from Day 1 right through day 20. And 20 days
out there was just one loser and it only lost 0.2%.

So obviously you would rather have a spiking CBI accompany a new low. While the
current reading of zero is not outright bearish, it could be looked at as somewhat
discouraging for the bulls.

| have updated the Aggregator chart below.

Hanna Capital Management, LLC 16 Hillcrest Rd., Medfield, Massachusetts 02052 781-956-6952



http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html

Page]. 0

#4 TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl =a=
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With tonight’s studies included the green Aggregator Line moved farther above zero.
Positive readings mean net expectations from the Active List are for upside over the next
few days. Meanwhile the black Differential Line shot up extremely high. The large
Differential Line reading means SPX is extremely 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 O.
Therefore, the Aggregator signal stayed long at the close.

Based on the current active list, expectations are poised to remain positive on Tuesday.
This is highly unlikely to change. The Differential Pivot will be 2118.60 on Tuesday. That
is a whopping 5.9% above Monday’s close. So SPX would need to close up at least 5.9%
on Tuesday in order to move from oversold to overbought. That is highly unlikely. A
more likely scenario for working off the oversold condition would be a multi-day rally or
consolidation.

So despite the low CBI, there does appear to be an upside edge. And there is tons of room
to the upside before the market would get overbought, meaning high potential reward. |
already have some long exposure. | will look to add to it on Tuesday if I can get a good
fill.

Hanna Capital Management, LLC 16 Hillcrest Rd., Medfield, Massachusetts 02052 781-956-6952
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Intermediate-term Outlook (2 weeks — 2 months) — updated 6/27 — neutral

The intermediate-term outlook was last updated in the 6/27/16 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.

SPY — buy ¥ index position @ $199.60 limit. Based on the short-term outlook above, |
will start scaling in to an index position if I can get filled at or below Monday’s closing
price.

Current Open Trade Ideas

Symbol Entry Date |Entry PricqCurrent Price |% Gain/Loss |Stop |Notes
XIV(1/2) 6/14/2016] $24.70 $21.46 -13.12% Aggressive VIX
SPY(1/4) 6/27/2016 | $201.59 $199.60 -0.99% Aggreagator

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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