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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

December 22, 2016 Volume 9 Issue 248

Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook Quantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh  Bearish Buligh

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Flat 50% Long XIV Flat

Tonight’s Research Points

e Over the next several days seasonality is set to be especially strong.
e A new Catapult signal triggered.

Short-term Outlook
The Bottom Line
The Aggregator is neutral and so am I.
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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
December 22, 2016 Twas 3 Nights Before Christmas 1-8 days Bullish
December 21, 2016 SPY up 2 < 3 ago 1-2 days Bullish
Active - Long Term
December 16, 2016 Russell strong after Dec opex Thurs 1-10 days _ |Bullish
December 12, 2016 Dec opex 1-15 days Bullish 3.60% -1.70% -3.50%
December 12,2016 RSI(2) crosses over 99. Close > 200ma [1-15 days Bullish 2.30% -1.40% -2.70%
December 1, 2016 20-high then poor close 1-10 days Bullish
November 11, 2016 SPX 20-high. NDX biggest drop in 20. 1-50 days Bullish
April 26, 2016 Golden Cross int term Bullish
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22,2013 New High Divergence (Study of Tops) int term Bearish

The Evidence

Wednesday was a pullback day. SPX posted a loss of 0.25%, the NASDAQ fell 0.23%,
and the Russell 2000 dropped 0.63%. Breadth was negative as the NYSE Up Issues % was
46% and the Up Volume % came in at 35%. NYSE volume was light and the intraday

range was tight.

The study below is the “Twas 3 Nights Before Christmas” study, and I have shown it each
year in the letter. It triggered as of Wednesday’s close. I show here how it has performed
for a few of the major indices. First...SPX.

Buy SPX at close 3 trading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.
. All: All: All: . All: Avg All: Max All: Avg All: Max All: _ _
X ﬁ;lr.uh:_r?t Total |Winning| Losing P:!Dklfl'-rt:lile Winning Winning Losing Lesing |Nin/Loss Prnf:ts‘lllﬁctnr ﬁ;l_t;‘;;g
Days Trades |Trades | Trades Trade Trade Trade Trade Ratio
10| 2988507 29 21 2 72.41 244570 7,830.30| -263945 -4698.12 0.9 239 102583
9| 35814 28 20 9 6897 282205 797473 -203337| -3644564 1.39 3.08| 131520
8| 455187 29 21 8| 7241 261243 833340| -16778] 278208 224 587 1,569.61
7| 25,084.42 29 20 9 8807 221403 779678 92181 -1530.04 240 534 124024
6| 25214867 29 15 10 §5.52| 180257 792 -50381 -1,768.23 1.99 3.79 269 .47
5| 3,227.37 28 23 6 79.31 165862 724722 -1,153.50 -2845.94 1.44 551 1,076.81
4| zz860.28) 28] 20 9| 6897 1,54354) 5070.22) -890.06| 225885 1.73 385 78829
3| 19,371.47 29 20 9 G68.97 | 133431 455240 813.88  -1,794.00 1.54 .54 ]
2 1780424 29 22 7 75.86| 1038387 325717 74384 218504 1.39 438 =
1] 1123717 28 22 7 75.86 715.94 252324 54475 1 51840 1.11 3.4%
27 of 29 instances (93%) closed above the entry price
at some point in the next 5 trading days.

The stats all appear quite strong. I would note the “Max Losing Trade” column shows very
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But as | discussed last week, smallcaps rule this time of year. So let’s examine some other
indices. First let’s look at the Russell 2000.

Buy Russell 2000 at close 3 frading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.
. All: All: All: . All: Avg Al Max All: Avg All: Max All: . .
X Jﬂglml\:_:t Total |Winning| Losing p:zlfl_'ﬂ:;e Winning Winning Los=ing Losing |Ain/Loss Prnf,:lllalactur ’E;I_L;;;g
Da{.rs Trades |Trades | Trades Trade Trade Trade Trade Ratio
10 55,376.64 prat] 23 8 79.31 3,348.71| 11,189.90| -3,599.83| -5351.44 0.53 3.56| 1,5909.54
9| 8161453 29 22 7 7586 381952 1035342 -2573388| -5973.50 1.41 442 212484
8| 70,953.79 28 24 5 8276| 329771 913050| -163824| 294840 2. 966 244568
7| 62,109.54 prat] 25 4 B621| 2701.00( 7,189.56| -1353.86| -2529.09 2.00 1247 214171
6| 5912248 29 23 6 7931 258915 85941.50 -454 58 -g7T.82 50 2267 20387
5| 50,958.45 28 24 5 8276 229398 11,28850 31138 -2 38583 283 13.57| 175857
4| 3596033 prat] 22 7 75.86 11905.48| 7,9587.50 -860.869| -1,645.80 2.22 6597 124001
3| 3125549 prat] 24 5 8276 1426.18| 513875 -586.29| -1,591.20 2.43 1168 1,079.19
2| 2558420 29 22 7 T5.88) 132044 431775 -495.08 -530.30 287 8.38 282.21
1] 14 555.04 28 23 6 7931 75621 2295.70 47278 13545 1.60 513 501.93
All 29 instances closed above the entry price
at some point in the next 4 trading days.

Results are substantially stronger here. And the Russell has never gone without providing
an opportunity for a winning trade on a closing basis. Now the Nasdag.

Buy NASDAQ Composite at close 3 trading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.
. All: Al All: . Al Avg All: Max Al Avg All: Max All: . .
X ﬁ;lmr\:_:t Total |Winning| Losing Pglfl'.rtahle Winning Winning Losing Losing  |Ain/Loss Prnfflllﬁctur ﬁ.‘ll_ts;;g
Da‘j’S Trades Trades Trades Trade Trade Trade Trade Ratio
10| 67 82979 29 23 5] 793 377026 1237458| -314770| 592152 1.20 458 233896
9 7441085 29 23 6 79.31 386064 11553.04| -239734| -5039.77 1.61 6.17| 2565388
3| 28087369 29 25 4 3621 357741 1191540 -2138915| -3,773.60 1.67 1045 2 783.52
7| 49 82685 29 20 ] 5897 3,025.85 942834 118778 -2577.00 255 L66 171817
6| 45868.31 29 23 6 79.31 228541 9,407.88 88770 -2010.42 232 8.91 1,616.15
5| 45385.26 29 21 a8 T2.41 2473.88 5,435.56 -22077 | -2882.58 3.1 T7.91 1,565.01
4| 3533552 29 21 2 7241 1,859 61 4,685 86 -T27.03| -2083.38 270 T.08 1,218 47
3| 3148317 29 s T 75.86 164585 674814 67540 -1927.36 244 766 108563
2| 28901.34 29 23 6 79.31 1,475.61 T.726.74 -33960| -2114.45 1.76 65.74 996.60
11 15,497.01 29 23 -] 79.31 87295 242379 -T62.47 -1,439.75 1.14 438 53438
1986 was the only time the NASDAQ failed to close above the entry price
at some point in the next 5 days since its inception in 1971 .
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Results just keep getting better. And only once since the inception of the Nasdaq did it go
without some kind of move up in the following week. Below is the 8-day profit curve.

Buy NASDAQ Composite at close 3 trading sessions before Christmas.
Sell 8 days later. $100k/trade. 1987 - present.
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The curve is impressive despite the mild pullback the last couple of years.

Lastly, let’s look at the NDX.
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Buy NDX at close 3 trading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.

X | Aret | b gl Losing | AE% | Wining | Wiming | Losing | Losing Mioss| A% | AlAvg

DaYS ol Trades Trades Trades FEEDE Trade Trade Trade Trade Ratio PR e
| 10| 68,542.05 28 22 7 To.86| 413286 1481116 -3,18665| 555434 1.29 406 238352
| 9| 79,139.62 28 22 7 To.86| 438866| 1388165 -2487.28| -508568 1.76 5.55| 272885
| 8| 27,820.43 28 24 5 8276 403499 1431270 -1,802.05| -3,05233 224 10.75| 3,0223.60
| 7| 53,372.16 29 20 9 88.97| 331185 1288352 1428595 -368930 232 515 1,840.42
| 8 42841.22 29 21 ] TZ.41 252571 1184352 -1,31034 -2393.54 1.93 507 1,470.39
| 5| 50,378.83 25 21 ] TZ41 286385 1144350 123340 -322503 233 8.1 1,737.20
| 4| 3994754 29 21 8 TZ241 230363 11,24505| -1,05571| -224257 219 574 137750
| 3| 3463415 29 20 9 6397| 2166385 874260 -961.42| -2203.20 225 501 1,196.01
| 2| 32,007.12 29 22 T T75.86| 180355 1016730 -1,09711| -3,74136 1.64 517 1,103.69
| 1| 1846458 29 22 T T75.86| 112766 2856384 -8906.28| -25662.20 1.24 3.91 63671

27 of 29 instances (93%) closed above the entry price

at some point in the next 5 trading days.

Numbers here are similar to the Nasdag Composite, but the 8-day profits are the best we
see among any of the indices.

I have updated the Aggregator chart below.

#¥ TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index s -1 - = EEE =
SSPXX - Dally CBOE L=2,28513 -5.58 -0 25% B=2,236.10 A=2,28181 0=227054 Hi=2,27123 L0=2,26515 C=2,285 13 V=1 555,801
& & om %
ot *5‘*
EF' L2 240 00
L2 220,00
Sndly
|:| '|' I;I . ‘4:' ‘ I d:' EF }2,200.00

I:l + [:] L L2,180.00
+ T‘ + L2,160.00

HIJ L2,140.00
|:| L2,120.00
J__I L2,100.00

QE Aggregator 1D (3,ADE. Barinterval "QEA41™ "MY CLASS" True) -0.02 0.1%

r0.60
r0.40

F-0.20
r-0.40
r-0.60

r-0.80

T
T 14 21 28 Dec 5 12 18

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




Page6

With tonight’s study considered the green Aggregator Line moved further above zero.
Positive readings mean net expectations from the Active List are for upside over the next
few days. Meanwhile the black Differential Line held below 0. The negative Differential
Line reading means SPX is overbought versus recent expectations. So expectations are
positive but SPX is overbought. This is considered a neutral configuration. Neutral
configurations are visible on the chart whenever both lines close on opposite sides of zero.
Therefore, the Aggregator signal stayed flat at the close.

Based on the current active studies, expectations are set to remain bullish on Thursday. Of
course this could easily change if new bearish evidence emerges. The Differential Pivot
will be slightly inverted at 2266.41 on Thursday. That is 0.1% above Wednesday’s close.
An inverted pivot means that the Differential Line will cross throughO if SPX closes flat.
In this case SPX is going to need to close up a little over 1 point in order to remain
overbought. Otherwise it will change to “oversold” as of Thursday’s close.

Once again the Aggregator is neutral. And once again | am not seeing good reason to take

on new index exposure. | will note that there was one Catapult that triggered and | will
look to take advantage of that.

Intermediate-term Outlook (2 weeks — 2 months) — updated 12/19 — bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
New
MDT @ $71.58 — buy 1/3 @ limit

Broad Market Large Cap CBI — 1(MDT)
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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.

MDT — Buy 1/3 Catapult position @ $71.58 LIMIT. From the Catapult section above,
this is the 1% of 3 possible lots of MDT.

Current Open Trade Ideas
None.

A complete list of Quantifiable Edges trade idea results since the inception of the letter in
2008 can be found here.

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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