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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

April 6, 2017 Volume 10 Issue 65

Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Long 100% Long XIV Flat

Tonight’s Research Points

o Weak closes at 5-day lows often lead to a bounce.

Short-term Outlook
The Bottom Line
Evidence is pointing to a swing higher. | am still leaning bullish.
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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
April 6, 2017 Weak close. 5-day low. 1-5 days Bullish 1.70% -1.25% -2.45%
April 3, 2017 Early April bullish 1-4 days Bullish 1.80% -1.15% -2.75%
March 29, 2017 20-low to 4-day high 1-8 days Bullish 2.25% -1.60% -3.30%
Active - Long Term
March 29, 2017 20-low to 4-day high 1-20 days _ |Bullish 3.40% -2.70% -5.40%
March 28, 2017 Turn Tues 3 dn & 20-low 1-10 days Bullish
March 23, 2017 20-low yest. 20-low then up today 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
Dropped Tonight
April 5, 2017 SPY up < 0.25%. Top 10% range. 1 day Bearish
April 5, 2017 Down 2 days thenup < 0.2% 1 day Bearish

The Evidence

Comments from the Fed sparked an afternoon selloff and a sunny day for the bulls turned
stormy. The SPX finished down 0.3%, the NASDAQ lost 0.6%, and the Russell 2000
declined 1.2%. Breadth was negative as the NYSE Up Issues % was 37% and the Up
Volume % came in at 27%. NYSE volume rose some from Tuesday’s level.

The selling also put SPX at a short-term closing low. Over the last several years when SPX
has closed near the bottom of its range and at a 5-day low, it has typically been followed
by a bounce in the next few days. This can be seen in the study below.

SPX closes in the bottom 10% of it daily range and at a 5-day low. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 2006 - present.

All: All: All: All: Avg Al Max All: Avg All: Max All:

X LELE Total Winn-ing Lusiﬁg e Winning Winning Losging Losging Win/Loss - LIEE
D‘a‘_u"S FlD Trades Trades |Trades FEETE Trade Trade Trade Trade Ratio ProfiFactor|  Trade
| 5| 60,046 45 o4 62 32| 6596 179490 555516| -160117| -3,68082 112 217 63879
4| 45024 45 a7 &1 36 6239 159234 520000  -141967 -3,863.84 1.12 1.80 474 48
3| 3565187 104 G5 39 6250 125155 4898550 -114512| -3,437.594 1.08 1.82 352 42
2| 2801052 114 63 51 5926 112722 442450 -823.62| -2,726.97 1.37 1.69 254.48
1| 2867114 124 77 47 62.10 77458 223060 -6583.97| -2,200.08 1.18 183 231.22

91% of instances closed above the entry price
at some point in the next week.

The stats here appear to suggest a pretty solid upside tendency over the last 11 years.
Below is a look at the profit curve assuming a 4-day holding period.
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SPX closes in the bottom 10% of it daily range and at a 5-day low. Close = 200ma.
Buy on close. Sell 5 days later. $100kitrade. 2006 - present.
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The upslope has persisted the whole time and the curve is again at new highs. This seems
to serve as some confirmation of the short-term upside edge. | have included this study on
the Short-Term Active List tonight.

| have updated the Aggregator chart below.
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With tonight’s study to consider the green Aggregator Line still remained above zero.
Positive readings mean net expectations from the Active List are for upside over the next
few days. Meanwhile the black Differential Line also held above 0. The positive
Differential Line reading means SPX is 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 zero.
Therefore, the Aggregator signal stayed long at the close.

The current list of studies is set to leave expectations positive on Thursday. Of course this
could change if compelling new bearish evidence emerges. The Differential Pivot will be
2369.86 on Wednesday. That is 0.7% above Wednesday’s close. Therefore, SPX will
need to close at least 0.6% higher in order to move from oversold to overbought versus
expectations on Wednesday.

So tonight’s study provided another bullish hint and there remains room to the upside
before the market turns overbought. This suggests reward/risk remains favorable. |
continue to like the long side. | have a small amount of index exposure already. | may
consider adding to it in the next few days if the market pulls back further. For now | am
content to simply hold on another day and see how things unfold on Thursday. | will also
note that the CBI dropped to 0 on Wednesday as all Catapults reached intraday exit trigger
levels.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 4/3 — bullish

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 PricgCurrent Pricg% Gain/Loss|Stop [Notes

BRK.B(1/3)] 3/20/2017| $172.30 $165.83 -3.76% sell on open
BRK.B(1/3)| 3/21/2017| $172.07 $165.83 -3.63% sell on open
BRK.B(1/3)| 3/23/2017 $169.10 $165.83 -1.93% sell on open
INJ(1/3) 3/27/2017|  $125.16 $124.80 -0.29% sell on open
SPY(1/4) 4/3/2017  $235.33 $234.78 -0.23% Aggregator

Both BRK.B and JNJ hit their intraday exit trigger levels before selling reversing down in
the afternoon. So all the Catapults will be exited at the open on Thursday.

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
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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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