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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

January 26, 2017 Volume 10 Issue 17

Market Overview

(uantifiable Edges 1-day Risk/Reward Outlook (uantifiable Edges 3-day Risk/Reward Qutlook
Bearish Bulish  Bearish Bulish

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Flat 50% Long XIV Flat

Tonight’s Research Points

e SPY’sunfilled up-gap and new 50-day high suggest a bullish edge.
o 2 unfilled up gaps and a 50-day high are a short-term positive.

Short-term Outlook

The Bottom Line
The situation remains the same. Expectations are bullish but the SPX is overbought. This

is leaving me short-term neutral.
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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

January 26, 2017 2 unfilled gaps and 50-day high 1-2 days Bullish

January 26, 2017 SPY breakaway gap 1-5 days Bullish

January 20, 2017 3-high, 3-low, 3 low close 1-5 days Bullish

Active - Long Term

January 9, 2017 NASDAQ Leading int term 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 day of gains. The SPX closed up 0.8%, the NASDAQ gained 1.0%, and
the Russell 2000 rallied 1.0%. Breadth was strongly positive as the NYSE Up Issues %
was 64% and the Up Volume % came in at 70%. NYSE volume rose some from Tuesday’s
level.

While SPX broke out and closed at a 50-day high on Tuesday, SPY managed the feat on
Wednesday. It is also notable that SPY left an unfilled gap up on Wednesday. In the
7/11/16 subscriber letter I looked at the importance of an unfilled upside gap on new high
breakouts for SPY. | have revisited that study below.

SPY closes at a 50-day high after not having done so for at least 10 days. Today it leaves
an unfilled up gap. Buy on close. Sell X days later. $100k/trade. 1993 - present.

X | ALK A x| LA MM Ata At A s | s
Da‘_v’S Profi Irades| Trades | Trades e Trade Trade Trade Trade Ratio Profiifactor|  Trade

5 71 53 37 16| 6O81| 154871 & 00| 107521| 321888 1.44 333 75658

4 64 53 37 16| 6981 117742 3 92| -1077.44| -326784 1.09 253 4%5.71

3 92 53 36 17| 6&7.92| 103737 399255 -97450| -253818 1.06 225 392.06

2 09 53 36 17| &7.92 TEETE| 2545092 -531.11| -2293.20 1.2 257 318.40

1 5 53 37 16| &9.81 471.50| 1,816.10 -580.15| -2501.68 0.69 160 123.83

48 of 53 instances (90.5%) cioéed abov t' e entry price
at some point in the next week.

Results here are strong across the board. Below is an equity curve using a 5-day holding
period.

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




Page3

SPY closes at a 50-day high after not having done so for at least 10 days. Today it leaves
an unfilled up gap. Buy on close. Sell & days later. $100k/trade. 1993 - present.
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The strong move from lower left to upper right is impressive.

Technicians will often use the term “breakaway gap”. This suggests the gap occurs on the
same day as a base breakout. The idea is that the new high causes excitement and the gap
leaves a good amount of people sidelined or stuck short. When it doesn’t immediately fill,
it leads these people to chase and helps to propel the market even higher.

Now let’s look at instances where the 50-day high breakout was not accompanied by an
unfilled gap. Interestingly, the number of instances was very close. This study also
appeared in the 7/11/16 letter and has been updated.
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SPY closes at a 50-day high after not having done so for at least 10 days. Today it does NOT
leave an unfilled up gap. Buy on close. Sell X days later. $100kitrade. 1993 - present.
. All: All: Al . All: Avg All: Max All: Avg All: Max All: . .
X ﬁ;lr.uh:_:t Total |Winning | Lo=sing PF’;‘E&::HE Winning Winning Losing Losing |Win/Loss Prnf?l-llﬁctur ﬁf:.';;:‘;;g
Days Tradez | Trades | Trades Trade Trade Trade Trade Ratio
5| 283072 42 25 17| 59.52| 1,009.69| 2671.20| -1327.15| -4,28526  0.76 112 £3.83
4| -153374 42 23 19| 5476 1,027.10| 2,072.07| -1329.32| -451834| 077 094  -3390
3| 309047 42 24 18| 5714 1,04518| 2827.80| -122138| 513372 086 114 73.80
2| 2588.07 42 21 21| 5000 66367 232480 -786.91| -3540.86  0.84 084 5162
1| 208708 42 23 19| 5476 483.02| 158687 -475.91| 244872 1.0 123 49.22

Moves to new highs that don’t start with an unfilled gap are much less reliable.

Also notable was that Wednesday was the 2" day in a row with an unfilled up gap. The
study below is one that was seen in the 7/12/16 letter. It examined other times SPY left 2
unfilled up gaps and closed at a 50-day high.

SPY posts 2 unfilled up gaps and closes at a 50-day high.
Buy on close. Sell X days later. $100kftrade. 1993 - present.
. All: All: All: _ All: Avg All: Max All: Avg All: Max All: . _
X ﬁglr';:_? Total |Winning| Lo=ing Prnflﬁable Winning Winning Lo=ing Los=ing Win/Loss Prnf?l—'".adnr ﬁ.kll_t;\;;g
Da‘;"S Trades Trades Trades Trade Trade Trade Trade Ratio
5 &611.52 42 28 14 66.67 905.86| 2013.72| -1,196.61| -4,508.40 .76 1.51 205.04
4| 12645593 42 prat] 13 69.05 905.35| 2475.58| -1,045.88 -2,720.25 0.35 1.53 301.09
3| 12,339.45 42 25 13 §9.05 55424 2,.4159.84 -532.59 -1,801.77 1.25 278 253.80
2| 796217 42 plac) 12 69.05 505.13( 1,858.87 -557.21| -1,475.8638 0.91 219 189.58
1 654.73 50 25 25 50.00 357.71 1,156.32 -330.32) -1584224 1.08 1.08 13.69

The size of the follow-through isn't terribly large, but it has been pretty consistent that some
follow through was achieved in the next few days. Below is the 2-day profit curve.
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SPY posts 2 unfilled up gaps and closes at a 50-day high.
Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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Despite the recent dip the upward inclination appears to be in place. This study seems
worth consideration, and I have included on the Active List.

| 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 bullish research considered, 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 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 change if compelling bearish evidence emerges. The Differential Pivot
will be 2279.97 on Thursday. That is 0.8% below Wednesday’s close. Therefore, SPX
will need to close down 0.8% in order to flip from overbought to oversold versus
expectations on Thursday.

Overbought and likely to go higher is where we seem to be right now. That is not a great

entry point for a low risk trade though. So I will continue to wait for the overbought
condition to work itself off before considering adding new index long positions.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 1/23 — bullish

The intermediate-term outlook was last updated in the 1/23 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
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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