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ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

August 1, 2017 Volume 10 Issue 146

Market Overview

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

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Long 100% Long XIV Short

Tonight’s Research Points

e A combination of factors are suggesting turn of the month is likely to see gains.

e The 3-day pullback has a lot going for it suggesting an upside edge, including
the quiet action on the pullback and the fact that is coming from a high level.
e System 11111 triggered for SPY.

e The first drop below the 10ma in quite a while will often be followed by another
leg up.

Short-term Outlook
The Bottom Line

The Aggregator suggests a bullish edge. New studies are diverse and all pointing higher.
SPX remains oversold. | have some long exposure and am looking to add to it.
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Summary of Recent Active Studies (see Letters from listed dates for details) — not updated
tonight

Avg Avg Avg DrawDn
Study Date Description Time span |Bias Run-up [DrawDn [-1Std Dev
Active - Short Term
July 28, 2017 3-high, 3-low, 3-low close 1-5 days Bullish 1.90% -1.20% -2.50%
July 27, 2017 100-day high on a Fed Day 1-6 days Bullish
Active - Long Term
July 26, 2017 SPX rises. Highest volume in 20 days 1-10 days Bullish
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

Monday saw the market mostly lower. The SPX closed down 0.1%, the NASDAQ fell
0.4%, and the Russell 2000 lost 0.3%. Breadth was positive as the NYSE Up Issues % was
53% and the Up Volume % came in at 57%. NYSE volume rose some from Friday’s level.

Several studies related to turn of the month triggered in the Quantifinder. Beginnings of
new months often arrive with seasonal strength. This has especially been true 1) during
long-term uptrends, and 2) when the market is experiencing a short-term pullback, and 3)
when it closes weakly on the last day of the month. In the study below I took these concepts,
which were learned from past studies, and combined them. It was last seen in the 6/1/15
letter. The very strong results have all been updated.

Today is the last trading day of the month. SPY closes = 200ma and positive on the month.
It also closes = 10ma, down on the day, and in the lower 50% of its infraday range.
Buy on close Sell X days later $100k/trade. 1993 - present.

X Al Net TJﬁ.ll All: All: . AI!: A.'.rg AI!: r.'l.ax All: ﬁ.‘vg All: I.I'Iax .AII: Al All Avg
otal |Winning| Losing Winning Winning Lesing Lesing Win/Loss
Days Proft rrades Trades Trades Profiable Trade Trade Trade Trade Ratip | o actor  Trade
5| 38,421.08 28 22 ] 78.57 2,180.48| 502588 -1,581.62| -5349.55 1.37 5.02) 137218
4| 3463095 28 21 7 75.00 1958485 3,718.84 -928.66| -4£936.67 2.1 6.33| 123682
3| 31,909.48 28 22 6 7857 165884 4245.00 -300.34| -1673.59 2.08 7.64| 113962
2| 28,228.49 28 27 1 D6.43| 108568 3,135.34| -1,084.89| -1,084.89 1.00 27.02| 1,008.16
1| 22,317.05 28 28 2 52.86 875.04| 1,792.50 -2168.95 -257.40 4.03 52.43 797.04

The lone 2nd day loser DID close higher on Day 1.
It triggered on 4/30/10.

The reliability of a bounce over the next 1-2 days has been remarkable. So were the 2-day
Run-up/Drawdown stats, which I have pasted below:
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Today is the last trading day of the month. SPY closes = 200ma and paositive on the month.
It also closes = 10ma, down on the day, and in the lower 50% of its infraday range.

Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
Run-up/Drawdown Run-up Drawdown
Max. Value $3,275.38 (£1,589.49)
Max. Value Date 4/5/1999 C/4/2010
Avg. Value $1,512.87) e (5355.17)

The Avg Run-Up was nearly the size of the MAX Drawdown, and over 4x the size of the
Avg Drawdown. Those are some impressive numbers. Here also is a profit curve.

Today is the last trading day of the month. SPY closes = 200ma and positive on the month.
It also closes = 10ma, down on the day, and in the lower 50% of its intraday range.
Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
30000

Equity($)
e
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Trade Number

Other than the 1-instance hiccup, it has been a steady ride higher. This study certainly
seems worthy of consideration.
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Three-day pullbacks for SPX will often trigger some bullish studies. And that was the case
on Monday night. The most compelling of those studies was the one below. It considered
the facts that 1) the pullback is coming off an intermediate-term high and 2) it occurred on
very low volatility as shown by the Quantifiable Edges 3/10 Offset HV calculation. The
study was last seen just a week ago in the 7/25/17. It has been updated.

5SPX closes down for exactly 3rd day in a row and HV Offset 3/10 Indicator < 0.25. The pullback
originated from a 20-day high. Buy on close. Sell X days later. $100k/trade. 2000 - present.

X All Net All: _AII:_ AI!: Al % AI!: A_vg AI!: I.'I_ax All: ﬁ_c.rg All: r._'lax _AII: Al All Avg
Total |Winning| Lo=ing Winning Winning Losing Losing Win/Loss
Da‘!"S Profit Trades| Trades | Trades e Trade Trade Trade Trade Ratio ProfitFactor)  Trade
5| 13,604.81 18 12 § 6667 154118 467400 -161488 -3579.52 1.20 2.40 755.82
4| 1522393 18 11 7 61.11| 186056 3,783.20 506.03| -2,501.81 216 3.40 B45.TT
3| 13,684.81 18 11 7 61.11| 1644985 3576.02 52853 -1,43878 262 411 760.82
2| 14,375.61 18 14 4 77.78| 1231515| 3, -1,0098.11 -1,621.97 1.30 4 56 798.65
1| 732927 18 13 5 7222 31241 238 0 -546.42( -1,057.50 1.26 327 40718

17 of 18 instances (94%) closed above the entry price
at some point in the next week.

The numbers appear quite strong. Below is a look at the profit curve.

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




Page 5

SPY closes at a 50-day high after not having done so for at least 10 days. Today it leaves
an unfilled up gap. Buy on close. Sell 2 days later. $100k/trade. 2000 - present.
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The last 2 instances have struggled a bit, but this still appears to suggest an upside edge. |
believe it is worth taking under consideration and have added it to the Active List.

SPY is now set up to trigger QE numbered system 11111 on Tuesday. A trade at or below
SPY’s closing price would mean an entry for this system. System 11111 has done fairly
well over the years. With SPY, it has done very well. | last noted this in the 12/2/14 Letter.
Below are the updated stats.
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SPY System 11111.
$100k/trade. $0.01/share commission. 1994 - present.

radeStation Performance Summary Expand ¥

All Trades

Total Net Profit %11,127.64 Profit Factor (9.59]
Gross Profit %$12,407.49 Gross Loss (51,279.85)
Total Number of Trades 17 Percent Profitable
Winning Trades 15 Losing Trades 2
Even Trades 0

Avg. Trade Net Profit Ratio Avg. Win:Avg. Loss 1.29
Avg. Winning Trade $827.17 Awvg. Losing Trade (3639.92)
Largest Winning Trade $2,442.40 Largest Losing Trade (3916.80)

There have not been a whole lot of instances but the stats are extremely lopsided in favor
of the bulls. Below is the list of hypothetical trades.

SPY System 11111,
$100kftrade. $0.01/share commission. 1994 - present.
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The short time in these trades and the high percent that end up profitable speaks to the
probability of a quick bounce here. | have incorporated this setup into the Aggregator as
well. Subscribers may find a link to system the 11111 page below:

http://quantifiableedges.com/system-11111/

The persistent uptrend of late has kept SPX above its short-term moving averages for an
extended period. Monday, after 15 consecutive closes above the 10ma, SPX sliced down
and closed below it. In the 6/16/17 letter | looked at performance following other instances
where SPX closed below its 10ma for the first time in a while. Results are updated below.

After closing above the 10ma for at least 15 days, SPX closes below it but = 200ma.
Buy on close Sell X days later $100k/ftrade 1995 - present.

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

X LI Total |Winning| Losing e Winning Winning Losing Losing Win/Loss L LLERER
Days Proft rrades Trades Trades ' °2C° | Trade Trade Trade Trade Ratip | Toiractor  Trade
| 5| 30,603.15 58 34 24 5B62| 149515| 350574 B43.00( 295070 177 251 527 64
4| 28 40456 58 7 e 6379 135962 320640( -1,04252| -3,078.40 1.30 230 489.73
3| 2212560 58 39 19 6724 103835 280512 O52.75( -2,062.10 1.08 2 381.48
2| 16,350.29 58 36 2 62.07 8a3724| 268272 -A71.80| -2,18560 1.13 1.85 282.06
1| 15,723.13 58 v 21 63.79 580.32| 2,097.92 -448.93| -1,542.24 1.51 266 2 9

90% of instances closed above the entry price
at some point in the next week.

The numbers here all look solidly bullish over the next week. You can see the 5-day profit
curve below.
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After closing above the 10ma for at least 15 days, SPX closes below it but = 200ma.

Buy on close. Sell 5 days later. $100k/trade. 1995 - present.
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Here too, the strong upslope serves as some confirmation of the bullish edge.

| 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 considered, the green Aggregator line moved further 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 remained 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 O.
Therefore, the Aggregator signal stayed long at the close.

Based on the current active studies, expectations are set to remain bullish on Tuesday. It
would take some extremely compelling new bearish studies to change this. The
Differential Pivot will be 2486.38 on Tuesday. That is 0.7% above Monday’s close. So
SPX would need to close up 0.7% on Tuesday in order to move from oversold to
overbought versus expectations.

The evidence is building and the SPX remains oversold. The studies are showing a strong
and diverse consensus. It appears there is a solid chance of a bounce in the next few days.
| took some long exposure at the close on Monday. | will look to take more if on Tuesday
if I can get a good fill.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 7/31 — bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
New
ABT —1/3 @ $49.18 (buy @ limit)

Broad Market Large Cap CBI -1

Additional New Trade Ideas

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 @ $246.77 LIMIT. Based on the short-term outlook above, |
will be looking to up my long position if | can get it at Monday’s close or lower.

ABT — buy 1/3 Catapult position @ $49.18 LIMIT. This is from the Catapult section
above. It is the 1% of 3 possible lots of ABT.

Current Open Trade Ideas

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

SPY(1/4) 7/31/2017]  $246.77 $246.77 0.00% bought on close

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
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