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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

February 10, 2017 Volume 10 Issue 28

Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Flat 50% Long XIV Flat

Tonight’s Research Points

e SPY’s unfilled up-gap and new 50-day high suggest a bullish edge.

Short-term Outlook
The Bottom Line
The Aggregator is back to neutral and so am 1.
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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
February 10, 2017 SPY Breakaway Gap 1-5 days Bullish
February 9, 2017 SPY up 2 but < 3 ago 1-2 days Bullish
February 9, 2017 RUT down 3. SPX 3-day high. 1-2 days Bullish
February 6, 2017 4 down then 3 up days 1-7 days Bullish 2.35% -1.10% -2.15%
February 1, 2017 4 days down. Tuesday 1-6 days Bullish 2.50% -1.20% -2.50%
Active - Long Term
February 9, 2017 RUT down 3. SPX 3-day high. 1-10 days Bullish
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

Thursday saw some indices break out to new highs. The SPX closed up 0.6%, the
NASDAQ gained 0.6%, and the Russell 2000 rallied 1.5%. Breadth was positive as the
NYSE Up Issues % was 65% and the Up Volume % came in at 70%. NYSE volume rose
some from Wednesday’s level.

Breakout days often give clues as to whether we are likely to see additional follow through.
Breadth, volume, and whether the market is posting an unfilled gap are three indications
we often examine. The unfilled gap up provided the strongest hint on Thursday. In the
1/26/17 subscriber letter | 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.

All: All: All: All % All: Avg All: Max All: Avg All: Max All:

X LS Total |Winning| Lo=sing i} Winning Winning Losing Losing Win/Loss - ]
Days HELE e e e | L | ez Trade Trade Trade i e
5| 3925046 54 7 17| 6852 1,548T1 5,434.00) -1,061.88| -3218.388 1.45 31E 726.86
4| 2543824 54 &7 17 68.52 117742 38637.92| -1,086.258 -3,257.84 1.10 2.40 471.08
3| 1990022 54 36 18| 6667 103737 39 -969.17 | -2,538.18 1.07 214 368.52
2| 16,614.09 54 36 18| 6667 76673 254 -510.55| -2,2983.20 1.26 251 307 67
1 6,458.75 54 kT 68.52 47150 18 54628 | -2,591.68 0.73 159 119.61

48 of 54 instances (89%) closed above the 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.
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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 5 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 1/26/17 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.

X All Net T;E'tll: _AIIE AI.I: Al % AI!: A.'.rg AI!: Fu'l_ax All: ﬁtwg All: Max .AII: Al Al Avg
otal |Winning | Losing Winning Winning Lesing Losing |Win/Loss

Days Profi Tradez | Trades | Trades e Trade Trade Trade Trade Ratio ProfiFactor  Trade
5 268072 42 25 17 59.52| 1,009.8% 28671.20) -1327.15| -4285.28 0.78 112 63.83
4| -1633.74 42 23 19 5476 102710 207207 -132932| -4518.34 s 0.594 -38.90
3| 3,00947 42 24 18 5714| 1,04518| 20527980 -1221.38| -5133.72 0.86 1.14 73.80
2| -2,583.07 42 21 21 50.00 663.67 | 232490 -786.91| -3,640.85 0.64 0.84 -51.62
1| 2,087.09 42 23 19 5478 433.02| 158697 -475.891| -2,448.72 1.1 1.23 4922

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

I mentioned volume can sometimes give clues on breakouts. Thursday’s volume was not
ideal, since it was neither very high, nor did it come in lower than Wednesday. Increasing,
but not extreme, volume has been the weakest indication of the 3. | last discussed this in
the 1/25/17 letter. | have simply copied that commentary below.

One measurement that can provide clues when SPX breaks out to a new high after a basing
period is volume. I've discussed volume on breakouts a number of times in the past,
including in the 1/9/17 letter. For a breakout to have a good chance of success you
generally want volume to come in either 1) lower than the day before, or 2) extremely high.
Moderate but increasing volume is the worst (and current) scenario. To see why | say this,
take a look at the 3 studies below. The first one examines new breakouts that occur on
declining volume.
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SPX closes at a 50-day high after not having done so for at least 10 days. NYSE volume is
lower than yesterday. Buy SPX on close. Sell X days later. $100k/trade. 1970 - present.

X Al Net All: .All:l AI!: Al 9% AI!: A.vg AI!: Fu'l.ax All: ﬁ!wg All: I'|.'Iax .AII: Al AL Avg
Total Winning| Losing Winning Winning Loging Loging Win/Loss
DEIYS Frofi Irades|Trades | Trades s Trade Trade Trade Trade Ratio ProfiFactor|  Trade
20| 32851.08 56 32 24 5714 282370 1108284 -213781 -815710 123 1.54 583.05
19| 3154243 57 33 24 57.89| 248099 962399 -2087.08| -D 05532 1.18 1.63 553.38
18| 34,106.52 57 35 22| 61.40| 246030  11076.80| -2358461| -9,094.80 1.04 1.66 598.36
17| 32,863.59 57 35 22| 61.40| 250333 1001728| -248878| -B,68296 1.01 1.60 576.55
16| 3591848 57 36 21 63.16| 244529| 1094436 -248324| 924381 0.59 1.69 630.15
15| 29,793.56 57 37 20 6491 221421| 816613 -260659| -5 35492 0.85 1.57 52270
14| 3432984 59 40 19| 67.80| 19%071| 7,31430| -238413| 552568 0.83 1.76 581.86
13| 34,455.36 60 38 22| 63.33| 199249 7,78085| -187542| -5160.09 1.06 1.84 57426
12| 20,630.76 60 33 27 55.00| 1598472| 5899675 -166167| -4539.14 1.19 1.45 343.85
11| 15,603.86 61 32 29 5246| 189093 580960 -154848| -5029.07 122 1.35 255.80
10| 16,583.16 61 3 30 50.82| 1,90005| 5596000 -141061| -432452 135 1.39 271.86
9| 23,350.20 61 38 23| 6230| 157091 514720| -158018| -581226 0.59 1.64 38279
8| 25526.61 61 42 19| 68.85| 140270 508600 -154568 -4,18555 0.81 2.00 454.04
7| 3087012 [ 39 22| 6393| 136809 465500 -102207| -3,211.35 1.34 2,37 506.07
6| 45514.68 [ 42 19| 68.85| 1426.36| 35002.50 -737.51| -3,563.65 1.88 416 745.14
5| 4773227 61 45 16| 7377 141822 448250| -100547| -3,603.73 1.41 3.97 782.50
4| 3182345 61 43 18 70.4% 116988 444000 -102674) -2913285 1.14 272 521.70
3| 3025244 61 40 21 65.57| 113473 395000 -720.80| -1,802.37 1.57 3.00 455,94
2| 1853317 61 40 21 65.57 30444 221288 -549.74 | -1,912.80 1.24 2.36 303.82
1 8,015.38 61 39 22| 6393 452,37 138402 -437.59 | -1,921.32 1.03 1.83 131.40

Numbers here appear pretty solid, with add-on buying typically coming in during the next
week. Below is a look at a profit curve.

SPX closes at a 50-day high after not having done so for at least 10 days. NYSE volume is
lower than yesterday. Buy SPX on close. Sell 5 days later. $100k/trade. 1970 - present.
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The move from lower left to upper right is encouraging. Next let’s look at times where
there was extremely strong volume (20-day high volume).

SPX closes at a 50-day high after not having done sao for at least 10 days. NYSE volume is the
highest in at least 20 days. Buy SPX on close. Sell X days later. $100kftrade. 1970 - present.
X | Aunet | T vmning|Losing A5 % | Wining | Wiming | Losg | Losng | winioss | AL | ALAv
Days FOD e e e | | s Trade Trade Trade Tery DI TRERE
20| 1853822 40 22 18 5500 3632583 895320 -340952| 530832 1.07 1.30 4653 46
19| 1363517 40 23 17 5750| 340941 8942 40| -3 80772 -75980.00 0.90 1.21 34213
18| 24,59539 40 23 17 5750 367450 961350 -352513| -7,323.36 1.04 1.41 61488
17| 2061397 40 24 16 60.00| 327462 506934 -352355| -8,14450 0.90 1.36 51535
16| 2557048 40 23 17 5750 353065 804832 -327262| -8108.35 1.08 1.45 63926
15| 20,775.66 40 23 17 5750 342458% 766300 -341172| 835820 1.00 1.36 519.39
14| 21,21229 40 23 17 5750 330274 812838 -322063| 833845 1.03 1.39 530.31
13| 2562624 40 24 16 60.00| 305435 747364 -2597988| 825155 1.02 154 64066
12 21,579.40 40 23 17 5750 279665 735231 -248078| -8757.15 1.12 1.52 54545
11| 28,371.52 40 25 14 65.00 251488 678240 -2643583 -5575.70 0.85 1.77 708.29
100 3114517 40 24 16 60.00 248782 &,199.20 -1785.15| -3,730.08 1.39 208 7r8.63
9| 27897.57 40 24 15 60.00 227285 641818 -1776873 -3,11322 1.28 2.05 G97.44
8| 25,663.58 40 24 16 60.00 224580 622034 -151473 -294334 1.43 222 741.59
T 3044370 40 25 15 62.50 201712 528421 -13322%) -2945.00 1.51 2.52 761.09
6| 3359745 40 28 12 T0.00| 1,753.17| 4869576 -120094  -3,093.30 1.36 317 839.94
5| 29,863.77 40 28 14 §5.00| 185548 4771.80 -94133) -2,58272 1.78 327 745.59
4| 21201.24 40 28 14 65.00| 128635 318512 -237.42 ) -1543.21 1.51 231 530.03
3| 17,575.07 40 28 14 65.00| 108630 295983358 -782.04 ) -2/183.15 1.43 285 435338
2| 2750543 40 27 12 g7.50| 1131.21 3813.53 -386.70| -1,259.80 3.22 7.25 8587.71
11 1510212 40 29 1 T2.50 54311 275552 -335.73) -1,282.50 1.93 5.09 37755

Numbers here are quite similar, with the first week getting solid follow-through buying
once again. Lastly, let’s look at rising but moderate volume, which was the situation on
Tuesday.
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SPX closes at a 50-day high after not having done so for at least 10 days. NYSE volume is higher
than yesterday but < 20-day high. Buy SPX on close. Sell X days later. $100k/trade. 1970 - present.

X b 'IJ;'lfI;lI Wip:ll':.ing Losing :

Days Profit e des| Trades | Trades [ o Mabie
20 -757.898 57 45 5 47.42
19| 858281 57 45 43 50.52
18| 1466813 538 52 45 53.06
17| 7,209.09 538 52 45 53.06
16| 245453 100 53 47 53.00
15| 1053666 100 52 43 52.00
14| -2725957| 100 55 45 55.00
13| -3,81087| 100 52 43 52.00
121033174 100 53 47 53.00
11 445517 100 50 50 50.00
10 -11,48£4.33 0 100 43 52 48.00
9| 5598060 100 45 54 45.00
& -10,683.84 100 g2 43 52.00
7| 667366 100 51 45 51.00
&) 4095732 100 55 45 EE.00
5 1,213.18( 100 43 52 48.00
4 491727 100 53 47 53.00
3| 712237 100 57 43 57.00
2 91238 100 58 42 58.00
1 T, 701.93 100 55 45 55.00

All: Avg
Winning

Trade

3,351.74
3,127.85
293691
2,820.38
2,650.28
2,585.03
2,33417
2,345.30
2,185.41
2,336.23
2,211.49
217978
1,714.82
1,766.23
1,478.63
1,545.06
1,253.22
1,131.43

7.8z

519.95

All: Max
Winning
Trade
13,401.70
9,135.36
9,503.00
9 962 68
891072
8,150.48
7,702.40
7.911.80
10,197.98
10,380.37
10,515.18
8,413.73
8,532.68
6,337.26
6,819.80
8,516.82
B8,7168.71
6,740.50
4,028.44
2,731.56

Al

Il Avg

Losing
Trade

-3,038.00
-3,014.20
-3,001.11
-3,031.54
-2,936.38

-2,581.77

falfal
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All: Max
Losing
Trade

-11,541.15
-11,854.89
-10,283.66
-9,419.67
-9,482.88
-9,608.50
-10,120.46
-9, 72534
-9,869.02
-9,482.85
-8, 643,66
-6,878.65
-7,076.24
-7,255.84
-7,103.18
-5,088.44
-5,585.56
-5,361.08
-4 278,16

-2, 72281

Al
Win/Loss
Ratio

1.10
1.04
0.58
0.53
0.50
1.00
0.80
0.50
0.81
0.96
0.98
1.10
0.82
1.04
0.87
1.10
0.83
0.85
0.74
1.12

All:

ProfitFactor

1.00
1.06
1.1
1.05
1.02
1.08
0.58
0.87
052
0.96
0.50
0.93
0.89
1.08
1.06
1.02
0.93
1.12
1.02
1.37

All: Avg
Trade

-7.81
88.48
14867
73.56
24.55
105.37
-27.30
-38.11
-103.32

4 EC

-114.84
-59.61
-106.84
66.74
49.57
1213
-49.17
71.22
812
77.02

This does not appear to suggest any edge over the next 1-4 weeks.

I have updated the Aggregator chart below.

Hanna Capital Management, LLC

16 Hillcrest Rd., Medfield, Massachusetts 02052

781-956-6952
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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 studies to consider, 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 moved below 0. The negative Differential Line
reading means SPX is now 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 turned flat at the close.

Based on the current active studies, expectations are set to remain bullish on Friday.
Strongly bearish evidence would need to emerge in order to change this. The Differential
Pivot will be 2303.38 on Friday. That is 0.2% below Thursday’s close. Therefore, SPX
will need to closed down at least 0.2% in order to move back to “oversold” versus recent
expectations.

The breakout looks strong, but the Aggregator is neutral and 1 generally do not favor buying
into overbought conditions. So | will give it some time and look for a pullback to buy into.
Fortunately, the Differential Pivot is close by, so it may not take too much of a pullback to
get me interested in a long trade.

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 2/6 — bullish

The intermediate-term outlook was last updated in the 2/6 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
GE - 1/3 @ $29.43 (buy @ limit) — not filled, cancel for now

Broad Market Large Cap CBI — 1(GE)

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. Neither trade idea from last night filled on Thursday.

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.

Copyright © 2016 Hanna Capital Management, LLC.
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