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Market Overview

(uantifiable Edges 1-day Risk/Reward Outlook (uantifiable 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 VIXup/SPX up for the 2nd day in a row is potentially short-term bearish.

Short-term Outlook
The Bottom Line
The Aggregator is now neutral and so am 1.
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The Evidence

Tuesday was a mild up day. SPX posted a gain of 0.2%, the NASDAQ rose 0.45%, and
the Russell 2000 also rallied 0.45%. Breadth was positive as the NYSE Up Issues % was
61% and the Up Volume % came in at 72%. NYSE volume came in light.

The Quantifinder showed a few studies tonight that considered Tuesday’s very low volume.
I expect we will see these studies all week. | won’t be considering any of them. The low
volume is not a sign of complacency, and it is not to be read into. It is simply a result of it
being a vacation week for many traders. One study that did trigger and looked interesting
was the one below, which was last seen in the 4/26/13 Letter. It looked at times both SPX
and VIX closed up for the 2" day in a row. | have updated all the results tonight.

SPX and VIX both close higher 2 days in a row. Close = 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 1998 - present.
. All: All: All: . All: Avg All: Max All: Avg All: Max All: . .
X ’B;:_'Db:_:t Total |Winning| Lo=ing Pﬁlfl'.rt:zle Winning Winning Losing Losing |Win/Loss Prnf?l—'":.ac:tnr ATIII'_;;;Q
D‘a‘_f'S Trades |Trades Trades Trade Trade Trade Trade Ratio

5 -8 35442 34 18 15 55.88 28617 343408 172144 422170 0.50 0.64 -275.42
4 -12325.08 35 16 19 4571 67480 190738 -1, 21677 424048 0.55 0.47 -352.14
3 -B22048 35 17 18 4857 §12.60 1,43312| -1,03578| 442340 0.55 0.58 -23513
2| -5,148.85 35 14 21 40.00 49425 1,078.48 -765.16| -2,752.74 0.65 0.43 -261.40
1) -4878.53 40 15 25 37.50 341.90( 1,204.08 -400.28 | -1,411.74 0.85 0.51 -121.97

The numbers here provide the bears some hope over the next 1-2 days. | also examined the
2-day profit curve and have included that below.
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SPX and VIX both close higher 2 days in a row. Close = 200ma.
Buy SPX on close. Sell 2 days later. $100k/trade. 1998 - present.
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That is a fairly steady downslope, especially for a study that filters out instances below the
200ma. 1 find this study worth consideration and have included it on the Active List.

| have updated the Aggregator chart below.
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With tonight’s bearish study considered the green Aggregator Line dipped below zero.
Negative readings mean net expectations from the Active List are for downside over the
next few days. Meanwhile the black Differential Line held above 0. The positive
Differential Line reading means SPX is oversold versus recent expectations. So
expectations are negative but SPX is oversold. 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 turned flat at the close.

Based on the current active studies, expectations are set to turn back to bullish on
Wednesday. Of course this could change if new bearish evidence emerges. The
Differential Pivot will be 2270.61 on Wednesday. That is 0.1% above Tuesday’s close.
So SPX would only need to close up 0.1% to move from oversold to overbought versus
expectations.

So the Aggregator is back to neutral. 1 see no good reason to take on new exposure here.
I’ll continue to wait for a better reward/risk opportunity.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 12/19 — bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

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

Broad Market Large Cap CBI — 1(MDT)

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 Price|Current Price |% Gain/Loss |Stop Notes

MDT (1/3) 12/22/2016 $71.50 $71.77 0.38% Catapult

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
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