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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

October 25, 2017 Volume 10 Issue 206

Market Overview

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

Signals Overview
Aggregator Aggressive VIX
Long 100% Long XIV

Tonight’s Research Points

e VIX up / SPX up is a bearish setup during long-term downtrends, but during
uptrends it is not terribly predictive.

Short-term Outlook
The Bottom Line
Same as last night. There appears to be a bit of an upside edge. But with the market

overdone to the upside I am waiting for a pullback before considering long index positions.
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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
October 24,2017 5up to 50-high. 1 down day. 1-4 days Bullish
October 24,2017 SPX 20-high then clos bottom 10%rng |1-8 days Bullish
October 23,2017 SPX up 6 days, 50-high. Large gain 2day [1-4 days Bullish
Active - Long Term
October 24,2017 SPX 20-high. NDX big drop 1-50 days Bullish 6.30% -2.80% -5.50%
October 17,2017 RUT down 3 days. SPX 3-day high 1-10 days Bullish
October 4, 2017 RSI(2) crosses over 99 1-15 days Bullish 2.30% -1.40% -2.70%
October 2,2017 SOMA reduction begins intterm Bearish
September 19, 2017 SPX breaks 50-day Upper Bollinger Bang 1-50 days Bullish 4.85% -4.10% -7.80%
April 26,2016 Golden Cross intterm Bullish
July 22,2013 New High Divergence (Study of Tops) intterm Bearish

The Evidence

Tuesday saw the market post some gains. The SPX, NASDAQ and Russell all finished up
0.2%. Breadth was positive as the NYSE Up Issues % was 54% and the Up Volume %
came in at 57%. NYSE volume rose some from Monday’s level.

Another index that closed up today was the VIX. As many readers are likely aware, VIX
is a volatility index. Typically, VIX will trade counter to the SPX. So if SPX rises, VIX
will sink and if SPX falls, VIX will most often rise. There are some calculation-induced
tendencies around the weekend, so often when I show studies on VIX I will break them
down by day of the week. In the 10/13/16 Subscriber Letter I studied other mid-week
occurrences of SPX and VIX both closing higher. I found that the long-term trend played
a big part in the short-term reaction to this setup. First I’ll show VIX up & SPX up when
the market is below the 200ma.

SPX and VIX both close higher on a Tues, Wed, or Thurs. Close < 200ma.
Buy SPX on close. Sell X days later. $100k/trade. 1998 - present.
. All: All: All: . All: Avg All: Max All: Avg All: Max All: . .
X ﬁgt;:_:t Total |\Winning Losing P::lkltl'.rtile Winning Winning Los=ing Losing |Win/Loss Pruf?l—lléctnr ﬁ.kll.t:;:g
Da‘_-"S Trades Trades Trades Trads Trade Trade Trade Ratio
5(-33,422.038 32 11 21 3438 198344 5674 40| -252000 7,204.80 0.75 0.39
4| -54 34020 33 5 24 2727 -2,821.41 7,745.95 0.53 0.20
3| -38,519.48 33 10 23 30.30 -2,283.33 ) -5,288.32 0.81 0.26
2|-30178.78 34 11 23 3235 -2, 10087 | 6867234 0.75 0.32
1) -11,888.41 36 17 19 47.22 -1,583.14 ) -3,035.25 0.67 0.50

This obviously seems to suggest a downside edge.

Now let’s look at occurrences above the 200ma.
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SPX and VIX both close higher on a Tues, Wed or Thurs. Close = 200ma.
Buy on close. Sell X days later. $100k/trade. 1998 - present.
X Al Net .I.-Iﬁl": lAII:. AI!: g AI!: Al'.rg AI!: h'llax All: ﬁlﬂ.rg All: Max lAII: Al All Avg
otal (Winning| Lozing Winning Winning Losing Losing Win/Loss

Days Proft rrades Trades Trades ' °2C°  Trade Trade Trade Trade Ratip | o actor  Trade
5| &78222| 167 94 73 5629 100476 3,545.70) -1201.17| -4171.80 0.84 1.08 40.49
4 -58.56| 178 58 &0 55.06 89524 3,154.00 -1,087.41) -4 35472 0.82 1.00 -0.33
3| -11,623.03| 184 59 85 53.80 748.74| 328880 -1,008.81| -3671.32 0.74 0.86 -§3.17
2| -1,50794( 182 85 87 45.48 662.00| 3,962.70 -563.890| -284817 1.00 0.58 -7.85
1/-10,805.83| 209 101 108 48.33 453456 1,970.50 -52412) 207870 0.87 0.81 -51.70

No strong edge here. This is the kind of situation the market is currently dealing with. So
while this is all interesting to me, it isn’t terribly predictive today. And nothing else
emerged with compelling odds, so I will not be adding any studies to the Active List
tonight.

I have updated the Aggregator chart below.

# TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl e =

SSPX X - Daily CBOE L=2356813 415 0.16% B=2,532.47 A=2583.61 0=2 56666 Hi=2,572.18 Lo=2565.56 C=Z 56512 V=2 103,869 I

12,560.00

+
D?-+m+**? Q 000

d:l l2,540.00
m|

12,530.00

L2,520.00

1
L] o
+*T'UT*+D oo

[;I m + Q r2,480.00

I:I 2,480.00

12,470.00
1
QE Aggregator 1D (3,ADE.Barinterval "QEA45" "MYCLASS" True) 0.0657 0.0950 -
L0200
A W,
TADO00 /\/\ /\\/ uuuu
\y, [ 0.1000
02000
0.3000
1 18 25 ot 9 18 23
< >

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




Page4‘

Without any new evidence emerging tonight, the green Aggregator Line remained above
zero. Positive readings mean net expectations from the Active List are for upside over the
next few days. Meanwhile, the black Differential Line held 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 list of active studies, expectations are set to remain positive on
Wednesday. It would take some compelling bearish evidence to change this. The
Differential Pivot will be 2590.55 on Wednesday. That is 0.8% above Tuesday’s close.
So SPX would need to close up at least 0.8% on Wednesday in order to flip from oversold
to overbought vs expectations.

Nothing occurred on Tuesday to change my outlook. Evidence is still pointing higher, but
the run is overdone and overdue for a pullback. I am waiting for that to happen before
taking on any new index exposure.

Intermediate-term Outlook (2 weeks — 2 months) — updated 10/23- neutral

The intermediate-term outlook was last updated in the 10/23 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
HAL @ $43.42 (bought 1/3 @ limit)
HAL @ $43.33 (bought 1/3 @ limit)

Broad Market Large Cap CBI — 2(HAL-2)
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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.

None tonight.

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

KHC(1/3) 10/20/2017 $76.47 $77.22 0.98% sell on open
HAL(1/3) 10/20/2017 $43.42 $41.37 -4.72% Catapult
HAL(1/3) 10/23/2017 $42.51 $41.37 -2.68% Catapult

KHC reached its exit target and will be sold at the open.

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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