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Market Overview

(uantifiable Edges 1-day Risk/Reward Outlook Quantifiahle Edges 3-day Risk/Reward Outlook
Bearish Bullsh - Bearigh Buligh

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Flat 50% Long XIV Flat

Tonight’s Research Points

e When an overbought market has pulled back as little as it did Thursday, it may not
want to pullback at all, and has often continued higher over the next 1 to 2 days.

Short-term Outlook
The Bottom Line
Evidence continues to point higher. Bu with the market still overbought, reward/risk is not

great.
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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
July 18, 2017 SPX down. RSI2 > 90 1-2 days Bullish
July 17, 2017 3 up, 50-high breakout on low volume |[1-5 days Bullish 1.70% -0.90% -2.00%
Active - Long Term
July 17, 2017 NASDAQ Leading int term Bullish
June 24, 2017 Hindenburg Omen cluster 1-35 days Bearish -7.00%
June 2, 2017 SPX closes above 50-day Bollinger Band [1-50 days Bullish 4.90% -4.10% -7.80%
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

Monday was mixed and mild. The SPX closed up less than 0.1%, the NASDAQ gained

less than 0.1%, and the Russell 2000 rose 0.2%.

Breadth was positive as the NYSE Up

Issues % was 55% and the Up Volume % came in at 57%. NYSE volume rose some from

Friday’s level.

The move higher last week has many oscillators strongly overbought short-term. With
such a small SPX decline on Monday, it is still strongly overbought as measured by the 2-
day RSI. The 2-day RSl is a very sensitive indicator so it would take a very small decline
from a very overbought position in order for it to remain above 90 on a down day. This is
what happened on Monday. It therefore triggered the below study from the 5/27/16 letter,
which | have updated.

SPX closes down but RSI(2) = 90. Close = 200ma.

Buy on close. Sell X days later. $100k/trade. 1997 - present.

X All: Met
Davs Profit

4,659.40
3| 12,183.08
2| 12,056.34
1] 5751.41

o Ln

5 154,

ot wiing| Losing |, AE% | Wning | Wining | Loskg | Lesing |Wiwloss || AE | ALAvg
Irades| Trades | Trades Trade Trade Trade Trade Ratio
24 10 14 4187 148548 412128 -728.96| -2,008.73 2.04 1.45 194.14
25 13 12 52.000 113017 3,805.45 -T11.48 | -1, 717.70 1.59 1.72 24518
28 15 11 5769 109229 292344 -381.03| -1,123.50 2.87 3.9 458.95
26 19 T 73.08 766.00 2619.76 -356.81| -1,054.68 2.15 5.83 453.71
28 18 3 6923 479.03| 231088 -358.90 -T04.76 1.33 3.00 Z21.21

The stats here are all appealing over the 1-2 day period. Winning %, win/loss ratio, and
profit factor all strongly favor the bulls. Below is a profit curve assuming a 2-day holding

period.
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SPX closes down but RSI(2) = 90. Close = 200ma.
Buy on close. Sell 2 days later. $100k/trade. 1997 - present.
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The profit curve shows a strong upslope and is making new highs. | have added this study
to the Active List.

It is also notable that SPY posted an inside day just 1 day after breaking out to a 50-day
day high. This is something | examined way back in the 8/4/10 Letter. | have updated the
results of that study below.

Yesterday SPY breaks out to a 50-day high after basing for at least 10 days. Today SPY posts and
inside day. Buy on close. Sell X days later. $100k/trade. 1993 - present.

X All: Net All: All: Al Al % All: Avg Al Max All: Avg Al Max All:

o . : . - ) . . All: All: A
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5 6,00595 9 7 2 TIF8| 102249 2, £ -575.74 -555.28 178 B5.22 B67.33
4| 423296 9 B 3 BEET 90156 2099736 -382 .14 72210 2.30 4 60 470.33
3| 307257 9 B 3 BEET 71775 1,399.32 -411.30 -601.51 175 3.49 341.40
2| 458025 9 7 A ] 74714 1655.00 -319.86 -594 35 234 2818 510.03
1 1,340.44 9 4 5 44 82 778.05| 209484 -354.36 -495.04 2.20 1.76 148.94
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Yesterday SPY breaks out to a 50-day high after basing for at least 10 days.
Today SPY posts and inside day. Buy on close. Sell 2 days later.
$100k/rade. 1993 - present.

Date/Time Signal Price % Profit Run-up

Drawdown
12/22/1998 Buy $120.69 1.66% $2,641.32
12/24/1998 Sell $122.69 $0.00
8/25/2000 Buy $151.25 0.22% $1,007.26
8/29/2000 Sell $151.59 ($224.74)
11/15/2001 Buy $114.87 0.78% $852.60
11/19/2001 Sell $115.77 ($1,278.90)
2/12/2004 Buy $115.65 0.45% $673.92
2/17/2004 Sell $116.17 ($768.96)
4/21/20086 Buy $131.15 -0.59% $0.00
4/25/2006 Sell $130.37 ($937.26)
10/2/2007 Buy $154.09 -0.05% $207.36
10/4/2007 Sell $154.02 ($388.80)
8/3/2010 Buy $112.22 0.56% $792.99
8/5/2010 Sell $112.85 ($124.74)
9/16/2010 Buy $113.05 1.03% $1,246.44
9/20/2010 Sell $114.21 ($769.08)
2/25/2014 Buy $184.84 0.53% $557.23
2/27/2014 Sell $185.82 ($275.91)

While the odds look solid, the low number of instances is a bit concerning. I am not
including this stud on the Active List, but will be keeping a close eye on it in the future.

| 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 evidence 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 remained (just slightly) 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 0. Therefore, the Aggregator signal stayed flat at the close.

Based on the current active studies, expectations are set to remain bullish on Tuesday. Of
course compelling new bearish studies could change this. The Differential Pivot will be
2457.17 on Monday. That is 0.1% below Monday’s close. So SPX would only need to
close down about 0.1% point on Tuesday in order to move from overbought to oversold
versus recent expectations.

Similar to last night, the evidence appears to be suggesting an upside edge, but | would
prefer to see the market pull back a bit before considering reward/risk favorable enough to
take on new long positions. So I will remain keenly interested in Tuesday’s action, and the
new studies that emerge.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 7/17 —somewhat bullish
The intermediate-term outlook was last updated in the 7/17 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.

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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