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Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Long 100% Long XIV Flat

Tonight’s Research Points

e 3 down days from a 50-day high that closes < 10ma but above 10-day low suggest
an upside edge.

Short-term Outlook
The Bottom Line
Expectations have turned bullish, but the “oversold” nature of the market will not persist

unless we see further selling on Friday. So | am not enthused about reward/risk potential
just yet.
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The Evidence

Thursday was a mixed and mild day for the market. The SPX fell 0.05%, the NASDAQ
rose 0.04%, and the Russell 2000 rallied 0.38%. Breadth was positive as the NYSE Up
Issues % was 57% and the Up VVolume % came in at 59%. NYSE volume declined a little
from Wednesday’s level.

Thursday marked the 3" close lower in a row for SPY. Three-day pullbacks will often
trigger a few bullish studies. | found the one below especially compelling because it also
considered the fact that the 3-day pullback was occurring right after a high was hit.
Additionally, it required that the pullback was deep enough to put it below the 10ma, but
not deep enough to see it at a 10-day closing low. It was last seen in the 3/2/15 subscriber
letter, and | have updated the stats.

After closing at a 50-day high 3 days ago SPY closes down for the 3rd day in a row. Close < 10ma
but = 10-day low. Buy on close. Sell X days later. $100k/trade. 1993 - present.
X | A A A A | e | sl Athe | Atue | A A i
Days Frofit Trades| Trades | Trades T Trade Trade Trade Trade Ratio Profitfactor)  Trade
10| 4391010 44 30 14 63.18| 238653 724270( -197755| 6593313 1.21 258 997 .95
9| 3926329 44| 3 13| 70.45| 218842 632256 -2,198.28| -8,192.32 1.00 237 88235
& 4341740 44| 32| 12| 7273 2160.25| 6,358.08) -2,142.56| -4,499.25 1.01 269 98676
7| 3745735 44| 3 13| 70.45| 202223 €32258 -1040.90| 435431 1.04 243 28130
g 4240454 44 &yl 13 7045 1954.02 3,375,358 -1,39789 ) 214014 1.40 333 9583.74
5 33,913.81 45 30 15 6667 188317 352294 110542 -3,453M 1.52 3.05 753.64
4| 39,723.26 45 35 10 7778 1,411.30 3,543.50 -967.21| -3,075.83 1.48 511 852.74
3| 27685.39 45 I 14 6389 132221 3,543.50 -§50.22| -2,02783 1.35 3.08 §15.23
2| 13,526.82 45 30 15 65.57 976.67 233248 -1,05155| -2,781.35 0.93 1.88 300.60
1) 10,452.40 45 30 158 65.57 754.54 2,060.16 -312.25| -2,031.08 0.93 1.86 232.28

Under these circumstances, it appears bounces have been both reliable and powerful.
While much of the edge was realized in the first 4 days, there does seem to be some follow
through as far out as 2 weeks. Below is a look at the profit curve assuming a 4-day exit
technique.
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After closing at a 50-day high 3 days ago SPY closes down for the 3rd day in a row. Close < 10ma

but = 10-day low. Buy on close. Sell 4 days later. $100k/trade. 1993 - present.
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The curve appears to provide confirmation of the bullish tendency suggested by the stats
table.

| have updated the Aggregator chart below.
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With tonight’s study to consider the green Aggregator line moved 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 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 0. Therefore, the Aggregator signal
turned long at the close.

Based on the current active studies, expectations are set to remain bullish on Friday. Of
course this could change if compelling new bearish evidence emerges. The Differential
Pivot will be inverted at 2432.96 on Friday. That is 0.1% below Thursday’s close. An
inverted pivot means that the Differential Line will cross through zero if SPX closes flat.
In this case SPX is going to need to close down at least 0.1% if it is going to remain
oversold. Anything less than that and it will be considered “overbought” versus
expectations as of Friday’s close.

So there appears to be a bit of an upside edge. But with the inverted pivot, potential reward
is limited. This is because the any day 1 gains would turn the SPX “overbought” and the
Aggregator signal would turn neutral (or bearish if expectations worsened). | am not
generally a fan of taking on new positions when | am facing an inverted pivot. | will not
be looking to begin an index position just yet. | will note that a Catapult did trigger, so |
will look for some long exposure there.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 6/19 —neutral

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
New
COST - 1/3 @ $159.79 (buy @ limit)

Broad Market Large Cap CBI — 1(COST)

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.

COST —buy 1/3 Catapult position at $159.79 LIMIT. This is from the Catapult section
above. It is the 1% of 3 possible lots of COST.

Current Open Trade Ideas
None

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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