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ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY
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Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Flat 50% Long XIV Flat

Tonight’s Research Points

e RSI(2) crossing above 99 bodes well for the intermediate-term.

Short-term Outlook
The Bottom Line
Evidence is pointing higher but the market remains overbought. Reward/risk is not great

overall.
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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 17, 2017 3 up, 50-high breakout on low volume [1-5 days Bullish 1.70% -0.90% -2.00%
Active - Long Term
July 20, 2017 RSI2 crosses over 99. SPX > 200ma. 1-15 days Bullish 2.30% -1.40% -2.70%
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

Wednesday saw the market post solid gains and new all-time highs. The SPX closed up
0.5%, the NASDAQ gained 0.6%, and the Russell 2000 rallied 1.0%. Breadth was positive
as the NYSE Up Issues % was 73% and the Up Volume % came in at 81%. NYSE volume
rose some from Tuesday’s level.

The rally over the last several days has been impressive, and it has left the market short-
term overbought. Of course short-term overbought often triggers some studies that suggest
a downside edge, like it did last night. But when the overbought condition gets very
strongly overbought, then those downside edges often disappear. And rather than strength
leading to weakness the strength will beget more strength. The strong move higher over
the last several days has turned the market so overbought that we are seeing this scenario
begin to unfold. It is exemplified in the study below from the 8/19/14 Letter, which uses
RSI(2).

SPX closes = 200ma and its R5I{2) crosses over 99.
Buy on close. Sell X days later. $100k/trade. 1995 - present.
X | A A AR anw | G sl | Athe | Atde ML maa
Da‘_.l'S FIDT lrades| Trades | Trades FurEs Trade Trade Trade Trade Ratio FIOLEELT| TR
15 34 27 T 79.41 1,802.89 3 782.11| -1,32763| -3,063.60 1.36 5.24 1,158.37
14 24 26 2 7547 1,735.31 4458138 -1,413.04 -259552 1.23 3.99 994 52
13 A 7| 8000 160676 3,989.82| -1,606.42| -3,320.4 1.00 4.00 964.13
12 x| 27 8| 7714 156167 405861 -124216| -3,175.53 1.26 424 92080
11 35 28 T a0.00 161215 4106.40| -1,4488% 252321 1.1 4.45 559 92
10 35 27 9 75.00 1,487.34 377055 136779 -2,79323 1.09 3.26 773.58
9 36| 26 10| 7222 1,395.83| 3,453.27| -1,196.74| -3,440.07 1.7 3.03
8 36| 25 11| 69.44| 143853 3547.80| -960.28| -3,460.32 1.50 3.40
7 37 24 13 64.86 1,279.7 3,564.35 -935.03 -£15382 1.37 253
-] 37 23 14 6216 1,117.83 263438 1,13598 | -5,298.92 0.33 162
5| 621045 37 24| 13 6486 88440 178239 -1,155.19 -3,596.40 0.77 1.41
4| 523576 37| 25| 12 6757  837.42 244290 -1,30830 -3,039.18 0.64 1.33
3 -551.M1 38 23 15 60.53 £55.50 188220 -1,112.58 -2,838045 083 0.56
2 1,285.83 33 23 15 60.53 §30.08 1,9598.35 -8330.35 -234878 0.72 1.10
1| 1689.34| 38 20| 18 5263 55468 209610 52246 -3,515.37 1.06 1.18
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The numbers here are basically neutral for the first week or so. On a short-term basis there
is no edge apparent. But once you get out 2-3 weeks, it appears the strength has re-asserted

itself and the market is often higher. Below is a profit curve showing a 15-day holding
period.

SPX closes = 200ma and its RSI(2) crosses over 99.
Buy on close. Sell X days later. $100kftrade. 1995 - present.
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The upside edge has been apparent for a while and still appears to be intact. Obviously

this study does not help us with the short-term, but | have added it to the intermediate-term
list.

| have updated the Aggregator chart below.
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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 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 Thursday. Of
course compelling new bearish studies could change this. The Differential Pivot will be
2467.57 on Thursday. That is 0.25% below Wednesday’s close. So SPX would need to
close down about 0.25% on Thursday in order to move from overbought to oversold versus
recent expectations.

Runaway moves higher can sometimes be frustrating as a swing trader. They do not allow
for low-risk entries. But giving into that frustration, losing patience, and taking potentially
risky trades, is never the right way to deal with such frustration. 1’ll remain patient and
alert, awaiting the next strongly favorable reward/risk scenario in which to allocate new
swing trading capital.

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




Page 5

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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