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Market Overview

(uantifiahle 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 Long

Tonight’s Research Points

e  When the VIX has hit 100-day highs without the SPX making 100-day lows, that
has often led to a market rally.
e 3 down days, a gap down, and a 10-day low have combined for a substantial

upside edge in the past.

Short-term Outlook

The Bottom Line
Strong selling seems to have spooked the market to a point where a bounce typically ensues

in the next few days. I am partially long and looking to increase my position.
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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
August 11, 2017 Gap down, 10-low, 3 days lower 1-2 days Bullish
August 11, 2017 VI1X100-day high. SPX not 100-low. 1-5 days Bullish
August 9, 2017 3-high, 3-low, 3-low close 1-5 days Bullish
August 9, 2017 Relativley big drop from 50-high 1-3 day Bullish
August 8, 2017 Low volume breakout 1-5 days Bullish
Active - Long Term
August 11, 2017 VIX100-day high. SPX not 100-low. 1-15 days Bullish
July 26, 2017 SPXrises. 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 intterm 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 intterm Bullish
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22,2013 New High Divergence (Study of Tops) int term Bearish

The Evidence

Thursday was a scary day for the market. The SPX closed down 1.5%, the NASDAQ fell
2.1%, and the Russell 2000 dropped 1.75%. Breadth was negative as the NYSE Up Issues
% was 14% and the Up Volume % also came in at 14%. NYSE volume rose for the 3™
day in a row.

The VIX provided some notable action today with a gain of over 44%. The VIX is often
referred to as the fear index. When VIX levels are relatively high, that often suggests fear
and uncertainty among market participants. Relative highs can be measured a number of
ways. Often I will show VIX levels compared to short-term moving averages. But an
interesting study tonight looked at 100-day VIX highs that occurred when the SPX was not
making 100-day lows. In other words, relatively extreme fear in a market that is not making
long-term lows. The study was last seen in the 4/12/17 Subscriber Letter. I have updated
it below.
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VIX closes at a 100-day high. SPX does not close at a 100-day low.
SPX = 200ma. Buy on close. Sell X days later. $100k/trade. 1991 - present.
X All Net T;E'tll: _AII:. AI!: g AI!: A.'.rg AI!: M.ax All: ﬁ}vg All: I'|'Iax .AII: Al Al Avg
ofal (Winning Losing Winning Winning Losing Losing Win/Loss
Da‘fS S Irades|Trades | Trades RS Trade Trade Trade Trade Ratio e =
15| 8595815 44 34 10| 77.27| 3, -2,873.49 -11 95224 1.24 422
14 44 34 10 7127 327 -3,036.88 | -11,498.24 1.08 3.66
13 45 34 11 75.58 3424 -3,381.99 | -18,254.16 1.01 3.13
12 45 34 12 73.91 3,455.04 -3,227.86 | -13,950.56 1.07 3.03
11 45 32 14| 8857 3 -2,581.11 | -11 048 .96 1.27 2.89
10 43 32 16| 6667 3.0 213067 | -753272 1.45 2591
] 43 37 11 7rog 2 252852 6572763 1.05 3.54
B3| 61, 51 36 15 7058 2 -2,21049| -9154.20 1.19 2.85
7| 62 33 33 200 6226 2 -1,236.56| -7,304.57 2.15 3.95
6| 57 .3 56 42 14 7500 2, -2 67427 -9 T1278 0.85 2.54
5| 59,562.42 57 38 19| 6667 2 -1,855.74 | -11 533.34 1.34 2.69
4| 553495 G0 43 17 7187 2, -2,113.32| -8,828.00 1.02 2.58
3| 45,8822 65 45 200 €523 1 1,750.39| -5955.04 1.04 2.34
2| 5158227 73 45 27 8301 1, -1,10866| -7559.55 1.60 272
1| 43,3186 87 59 37| e0.82| 1, -978.50| -5829.81 1.38 220

The stats seem to suggest a bullish edge that persists for three weeks or more. Much of that
edge is realized over the first 1-5 days. Below is a profit curve showing a 5-day holding

strategy.
VIX closes at a 100-day high. SPX does not close at a 100-day low.
SPX = 200ma. Buy on close. Sell 5 days later. $100k/trade. 1991 - present.
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The curve is a little choppy, but the upside persistence here is impressive and it is
continuing to hit new highs. This study seems to be worth taking into consideration.

This next study was also interesting. It looked for multiple down days, short-term lows,
and an unfilled gap down. It was last seen in the 1/6/15 letter. I have updated the results.

SPY leaves an unfilled gap down, makes a 10-day intraday low, and closes lower for the 3rd day in
a row. Close = 200ma. Buy on close. Sell X days later. $100k/trade. 1993 - present.

X | AUNet | vmng| Losing A5 | Wenng | Winning | Loang | Losng | Winoss | AU | ALAY
Da‘g‘S Frofit Irades| Trades | Trades s Trade Trade Trade Trade Ratio Profifactor)  Trade
5| 2500204 3 23 ] 7419 177363 823974 147409 -4 77078 1.20 3.45 835.55
4| 22 008.02 &y 21 10 6774 1,781.67 5581.02| -1,540.70| -4,430.01 1.16 2.43 709.94
3| 31,813.00 3 24 7 7r.42 158549 424044 -804.69 | -1,847.47 177 6.08| 1,026.23
2| 31,267.31 Ky 24 6| 7742 147035 5477.88 -570.19| -1,118.38 2.19 8.78| 1,008.82
1| 17,015.58 32 24 2 75.00 929.82| ©5,754.38 -582.52| -1677.36 1.40 4.2 531.74

29 of 31 instances (94%) cﬁlosed above the entry
price within the next 3 days.

The stats suggest a high probability of an almost immediate bounce. Below is a profit
curve assuming a 2-day holding period.
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SPY leaves an unfilled gap down, makes a 10-day intraday low, and closes lower for the 3rd day in
a row. Close = 200ma. Buy on close. Sell 2 days later. $100k/rade. 1993 - present.
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The curve is a little choppy, but the study certainly seems strong enough to include on the
Active List tonight.

I have updated the Aggregator chart below.
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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 Friday. Of
course, this could change if compelling bearish evidence emerges. The Differential Pivot
will be 2489.81 on Friday. That is a whopping 2.1% above Thursday’s close. A rally of
that size is unlikely to occur in just one day. A more likely scenario for working off the
oversold condition would be a multi-day rally or consolidation.

There were a number of similar studies to the ones I covered above that also appeared in
the Quantifinder tonight. There was nothing suggesting more selling is the likely scenario.
But scared markets can stay scared and selling can certainly intensify. So exact timing is
impossible. Still, the edge appears strong enough and potential reward appears large
enough that I believe continuing to scale into an index position is a solid play here. I will
be looking to add a 2" lot (of potentially 4) of SPY on Friday.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 8/7— bullish

The intermediate-term outlook was last updated in the 8/7 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

AGN-1/3 @ $239.74 (bought @ limit)
AGN-1/3 @ $242.65 (bought @ limit)
AGN-1/3 @ $241.22 (bought @ limit)
New

AIG-1/3 @ $63.00 (buy @ limit)

Broad Market Large Cap CBI - 4(AGN-3, AIG)

Additional New Trade Ideas

A full listing of system triggers can be found at the numbered systems page each night. 1
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.

AlG —buy 1/3 Catapult position @ 63.00 LIMIT. This is from the Catapult section
above. It is the 1% of 3 possible lots for AIG.

SPY — buy % index position at $243.76 LIMIT. Based on the short-term section above.
I will look to up my SPY exposure to take advantage of a potential bounce.

Page7

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




Page8

Current Open Trade Ideas

Symbol Entry Date |Entry Price|Current Price |% Gain/Loss |Stop Notes
SPY(1/4) 7/31/2017]  $246.77 $243.76 -1.22% Aggregator
AGN(1/3) 8/7/2017]  $242.65 $232.20 -4.31% Catapult
AGN(1/3) 8/8/2017] $241.22 $232.20 -3.74% Catapult
AGN(1/3) 8/9/2017f  $239.74 $232.20 -3.15% Catapult
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