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QUANTIFIABLE EDGES
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ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

June 28, 2017 Volume 10 lIssue 123

Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Long 100% Long XIV Flat

Tonight’s Research Points

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

Short-term Outlook
The Bottom Line
Expectations are somewhat positive and the market is oversold, suggesting an upside edge.

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




Pagez

The Evidence

Last night’s “big move” study suggesting a volatility expansion sure played out on
Tuesday. As it turned out the big move was to the downside. The SPX fell 0.8%, the
NASDAQ lost 1.6%, and the Russell 2000 dropped 0.9%. Breadth was negative as the
NYSE Up Issues % was 35% and the Up Volume % came in at 36%. NYSE volume rose
some from Monday’s level.

The selling also saw SPX close at its lowest level since the end of May. Over the last
several years when SPX has closed near the bottom of its daily range and at a short-term
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 its daily range and at a 5-day low. Close = 200ma.
Buy on close Sell X days later $100k/trade. 2006 - present.

X All Net All: _AII:. AI!: Al 5% AI!: A_vg AI!: r.'I_ax All: ﬁ_wg All: r._'lax _AII: All Al Avg
Total Winning| Lo=ing Winning Winning Losing Losing Win/Loss
Days Prof  \rades|Trades [Trades | 2P| Trage Trade Trade Trade Ratin | Chcactor|  rade
5| 62527.82 97 64 33| 6598| 178284 5055516 -156285| -3,680382 1.14 221 644 52
4| 4392708 100 64 35 6400, 158305 528000 -141987| -3,853.34 1.10 1.56 489 27
3| 3876951 107 68 39 6355 122747 489550 -114512| -3,437.594 1.07 1.87 362 33
2| 3071278 117 66 51 56.41 1,101.78| 442450 -B2382| 2726597 1.34 173 262 50
1| 30,069.32| 127 a0 47 62.99 763.01| 223060 -658.97| -2,200.08 1.18 157 23677

1% 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 10 %2 years.
Below is a look at the profit curve assuming a 5-day holding period.
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SPX closes in the bottom 10% of its daily range and at a 5-day low. Close = 200ma.

Buy on close. Sell & days later. $100k/trade. 2006 - present.
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The strong upslope is impressive and the curve is again at new highs. This serves 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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#4 TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl =a=
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Without tonight’s study 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 jumped 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 Wednesday.
Of course, this could change if compelling new bearish evidence emerges. The Differential
Pivot will be 2446.03 on Wednesday. That is a healthy 1.1% above Tuesday’s close. So
SPX will need to close up at least 1.1% in order to move from oversold to overbought as
of Wednesday’s close.

| am not seeing a ton of compelling evidence yet, but there is some, and for the short-term
it is pointing higher. And with ample room to the upside before the market would turn
overbought, potential reward appears solid. So I will look to start scaling into an index
position in anticipation of a short-term bounce.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 6/26 —neutral

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
COST - 1/3 @ $159.79 (bought @ limit)
COST - 1/3 @ $157.13 (buy @ limit) — not filled — cancel for now

Broad Market Large Cap CBI — 2(COST-2)

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.

SPY — buy ¥ index position @ $241.33 LIMIT. Based on the short-term outlook above,
I will look to start scaling into an index position.

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price [% Gain/Loss |Stop  [Notes

COST(1/3) | 6/23/2017 $159.40 $159.26 -0.09% Catapult
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