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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

June 29, 2016 Volume 9 Issue 125

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 bounces of the magnitude we saw on Tuesday have often been followed by
more gains in the short-term.

Short-term Outlook
The Bottom Line
Tuesday’s bounce was strong, and that appears to be a good thing. There is a good chance

the market will continue to rise in the next few days.

Summary of Recent Active Studies (see Letters from listed dates for details) - not updated
tonight
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The Evidence

The market put in a strong bounce on Tuesday. The SPX rose 1.8%, the NASDAQ gained
2.1%, and the Russell 2000 rallied 1.6%. Breadth was strongly positive as the NYSE Up
Issues % was 83% and the Up Volume % came in at 83%. NYSE volume declined some
from Monday’s level.

The first day of a bounce will often provide us clues as to the likelihood that the bounce
will be successful. The fact that the rebound on Tuesday was strong appears to be a
positive. Back in the 4/29/10 letter | looked at rebounds after big down days. | have
updated that series of studies below. The first one calls for a 1.75% or greater drop to be
followed by a gain the next day that makes up for less than % of yesterday’s drop.

SPX falls at least 1.75% yesterday. Today it rises but makes up less than 75% of yesterday's loss.
Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1988 - present.
X | e | AR | A | A | Ata | At A | e
Da'_l"s Profi Trades | Trades |Trades i Trade Trade Trade Trade Ratio Profifactor)  Trade
10| -3,40022 28 13 15 46 43| 283225 -2631.30| -5384250 1.06 0.92 -121.44
9| 586513 30 15 15 50.00 2,261.35 -265243| -4 45266 0.85 0.85
8| 574985 31 15 16 4338( 210510 -233290| -5165.06 0.90 0.85
7| -5501.33 31 15 16 4338| 215874 -236859| -6002.13 0.91 0.85
6|14 47338 31 13 18 4194 173855 4 35| -2,05970| 547317 0.84 0.51
51747185 31 12| 18| 3871 155607 4769.00| -1902.36) -5506.23 0.82 0.52
41936440 31 12| 19| 3871 155564| 2,587.95| 200169 428475 0.78 0.49
| 3|-2446260] 31 10| 21| 3226 134336 393979| -180458) 568545 0.74 0.35
2|-1841851 32 14| 13| 4375 819 =5 -3,844.10 0.43 0.33
11386931 32 12| 20) 37500 5957%| 1,669.20| 105591 -2302.95 0.55 0.34

So here we see that a weak bounce would suggest a downside edge. Fortunately, Tuesday’s
bounce was strong. | showed 2 levels of strong bounces. Those that made up 25%-75%
of the previous day’s loss, and those that made up more than 75%. Tuesday fell into the
75%+ category. Below I have updated both.
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SPX falls at least 1.75% yesterday. Todaymakes up between 25% - 75% of yesterday's loss.
Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1988 - present.
X | ArNet | S ianing Losing | 25 % | Wining | wiming | Losng | Losing winoss|, AL | ALAY
Days RO Trades | Trades |Trades FOEDE Trade Trade Trade Trade Ratio FOLREET)  TREEE
10| 57 420638 26 22 4 8462 285065 977470 1,323.65 215 11.85| 220849
9| 55,54528 26 21 5 80.7F| 3,15063| 927330 1,822 80 164 638 217487
8| 5523575 26 21 5 B0.FF| 2929483 656781 -1,25665 . 233 979 212445
7| sa.0z070| 26 22 4| 8462 308697 713575 -2,113.14| 6679, 1.45 7.98| 227003
6| 6210579 26 24 2| 9231| 282503 669775 284742 524643 099 1191 238868
5| 5721385 27 25 2| ozs50| 244040 539671| 201048 211567 122 1523 2,119.04
4| 33,445.04 28 23 5 82.14| 191288 412143 -1,110258| -232256 172 793 1,373.04
3| 35,785.19 28 24 4 85.71 1,734.22| 387882 -145802) -3802.40 1.19 713 1,278.04
2| 2328532 28 17 11 80.71 2,040.38| 400140 -1,03553| -2136.90 1.897 3.05 831.98
1) 21,34518 28 19 9 67.86| 141445 25377 -514 27 -1578.20 230 4858 76236

Study results here are strongly bullish.

And how do prospects look when the SPX has managed to make up even more than 75%
like we saw on Tuesday?

SPX falls at least 1.75% yesterday. Today it makes up mare than 75% of yesterday's loss.
Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1988 - present.
_ e _ . . Al Avg Al Avg All: i i
x Al Net Profit All: Total [All Winning| All: Logsing Al % Winning Losing WinfLoss Al Al Avg
Days Trades Trades Trades Profitable Trade Trade Ratin ProfitFactor| Trade
10 10,085.10 11 6 5 5455 268545 122182 221 2685 91501
5 18,347.78 12 7 5 5833 322239 -241.75 3.83 536 152858
2 13,458.35 12 2 4 6667 2717.76 -2,070.94 1.31 262 112153
7 20,267.80 13 7 6 5385 3881.73| -1,150.72 3.37 3594 1,559.06
[ 21,024.08 13 8 4 69.23| 306240 -1634.39 1.87 422 161724
5 20,983.30 13 9 4 69.23| 268685 -789.58 3.36 756 161410
4 18,131.28 13 3 5 6154 269595 -1288.88 209 335( 1,1863.54
3 11,326.45 13 7 [ 53.85 239877 -910.83 263 3.07 871.27
2 8,507.74 13 8 5 6154 187231 -128415 1.45 | 554,44
1 893.58 13 g8 T 4615 147327 -1120.87 1.31 1.13 758.43
12 of 13 instances closed above the entry price at some
point in the next week. All of them did so within 6 days.

These results aren’t quite as good as the mid-sized bounce, but they still appear solidly
bullish. Below is a profit curve.
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SPX falls at least 1.75% yesterday. Today it makes up more than 75% of yesterday's loss.

Close = 200ma. Buy on close. Sell 5 days later. $100k/frade. 1988 - present.
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The move from lower left to upper right is encouraging and acts as some confirmation of
the upside edge.

There was another study that triggered from the 10/20/14 letter that appeared to have
somewhat bearish implications. But when | took an updated look, the curve had turned
and the downside edge is now in doubt. You can see this below.
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SPY gaps up at least 0.75% from a 50-day low. The gap does not fill and it closes higher than
the open. Buy on close. Sell next day's close. $100kitrade. 1993 - present.
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| decided not to include this study on the Active List tonight, though I will continue to
watch and see how it performs in the future.

| have updated the Aggregator chart below.
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#4 TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl =a=
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With tonight’s study included 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 remained high. The large Differential Line reading
means SPX is strongly 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 list, expectations are poised to remain positive on Wednesday.
This is highly unlikely to change. The Differential Pivot will be 2046.89 on Wednesday.
That is a 0.5% above Tuesday’s close. So for SPX to move from oversold to overbought
versus expectations on Wednesday it will need to close up at least 0.5%.

The bounce looks good so far, and it appears that it has a bit further to go. | have some
long exposure already. Unfortunately, |1 was not able to add more on Tuesday due to the
large, unfilled gap higher. 1 will look to ride the position I have another day and see how
things unfold before making any further adjustments.
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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.

None tonight.

Current Open Trade Ideas

Symbol Entry Date |[Entry PricdCurrent Price |% Gain/Loss |Stop [Notes
XIV(1/2) 6/14/2016]  $24.70 $23.22 -5.99% Aggressive VIX
SPY(1/4) 6/27/2016] $201.59 $203.20 0.80% 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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