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Market Overview 
 
 
 

  
Tonight’s Research Points 

• Very light SPY volume as SPY hits new highs suggests short-term bearish 
implications. 

• Back to back strong breadth days at a new high suggest short-term bullish 
implications. 

• When bond rates and stocks hit new highs together it often means an 
intermediate-term pullback for stocks. 

• The Aggregator System remained short at the close. 
• The NDX Aggressive Trend Timer changed to flat at the close. 

 
Short-term Outlook – updated 4/6 
The Bottom Line 
Mixed evidence tonight keeps the short-term outlook favoring the bears.  Additionally we 
are seeing more evidence suggesting an intermediate-term pullback.  I’m short and 
looking to get shorter. 
 
Summary of Recent Active Studies (seehttp://QuantifiableEdges.blogspot.com or 
Letters from listed dates for details) 
Study  Date Description T im e span Bias Avg Max Move Avg MM - 1/3 Std Dev
Active
April 6, 2010 7 0% Up Issues 2 days in row 50 high 1-8 days Bullish 2.30% 1.60%
April 6, 2010 SPY  10 high and low v ol 20 1-2 days
April 5, 2010 High breadth 10, v ol lower,SPX  hi 10 1-3 days
March 31 , 2010 SPX up 3. Vol lower. Pct gain low. 1-5 days
Active - Long Term
April 6, 2010 SPX and TNX hit 50-day  closing highs int. term
March 10, 2010 Ttl Put/Call 40-low. SPX no 0.5% up. 1-5 weeks
February  22, 2010 VIX:VXV Ratio falls below 0.9 int. term
February  16, 2010 Nasdaq/S&P RS Indicator Positiv e int. term Bullish
Dropped Tonight  
March 31 , 2010 Low vol 20. SPX > 10ma & 200ma 1-3 days

Bearish -1.30% -0.80%
Bearish -1.10% -0.70%
Bearish -1.70% -1.30%

Bearish
Bearish -4.90% -3.30%
Bearish

Bearish -1.20% -0.80%  
If the avg max move – 1/3 Std Dev is achieved the study will appear in bold italic blue 
and no longer be active. 

http://quantifiableedges.blogspot.com/
http://quantifiableedges.blogspot.com/


 
The Evidence 
The market put in nice gains on Monday but the action basically all took place in the first 
hour and a half.  From 11 – 4 trading took place in a tight range.  At the end of the day 
the SPX was up 0.8%, the Nasdaq 1.1% and the Russell 2000 was up 2%.  Breadth was 
strong as the NYSE Up Issues % came in at 74% and the Up Volume % was 82.5%.  
Total volume declined to very low levels.  The only day in the last month with lower 
NYSE volume was the 2nd lowest in a month behind last Wednesday’s reading. 
 
Studies were a bit mixed tonight.  Again we are seeing bearish volume stats – this time 
using SPY volume.  Breadth was strong for the 2nd day in a row and it triggered a bullish 
study identified by the Quantifinder.  Lastly, the action in bonds suggested the potential 
for the market to struggle intermediate-term. 
 
The bearish volume-based study I mentioned above was last seen in the 11/10/09 
Subscriber Letter.  I’ve updated that study below: 
 

 
 
I broke this one down a few ways but it didn’t seem to matter much.  For instance I 
looked at longer-term requirements, such as SPY and SPY volume coming in at 50-day 
extremes.  A big part of why further slicing didn’t seem to make such a substantial 
difference is thanks to the strong consistency seen over time.  Below is an equity curve 
using a 2-day exit that illustrates this point. 
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In this case the consistency of the edge is what makes it so compelling. 
 
We also saw a bullish study appear in the Quantifinder.  It last appeared in the 11/17/09 
Letter and it focused on breadth.  I’ve updated the study below: 
 

 
 
Results here suggest a bit of an upside edge. 
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Other than volume and breadth the fact that bond rates were hitting a new high along with 
stocks on Monday is also notable.  Below is a study that last appeared in the 12/23/09 
Subscriber Letter that examined this. 
 

 
 
Generally it seems that higher interest rates have often made bonds an attractive 
investment. This may lead people to forsake stocks in favor of lower risk returns with 
improved yield. Implications of this study appear to be longer-term in nature than we 
usually see. It will need to be kept in mind in the coming weeks. 
 
I’ve updated the Aggregator chart below.   
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The green Aggregator line remains squarely below 0 tonight as the net expectations from 
the active studies is for downside over the next few days.  Meanwhile the black 
Differential line is now far below zero as the SPX has outperformed expectations by a 
wide amount over the last few days.  When both lines are below 0 like this it means the 
market is overbought versus expectations and current expectations are negative.  
Historically this configuration has provided a short-term bearish edge.  The Aggregator 
System remains short tonight. 
 
Looking ahead the green Aggregator line is set to remain negative tomorrow.  This could 
change if bullish studies emerge.  Meanwhile the pivot level for the black Differential 
value is 1,168.41.  In other words it will take a SPX close at or below this level in order 
for the Differential line to flip positive.  That is a fairly substantial drop from Monday’s 
close of 1187. 
 
One other note is that while the fed met on Monday, no announcement was released.  
Perhaps an announcement may shake things up a bit on Tuesday.  In any case I am 
positioned to take advantage of downside and will be looking to add to my short position.  
With the bearish studies all expiring in the next couple of days the window for this trade 
is looking fairly small at the moment.  Therefore I am not wasting time in getting a larger 
position on. 
 
Intermediate-term Outlook (2 weeks – 2 months)– updated 4/5 slightly bullish 
While the market hasn’t really done anything wrong yet, it has failed to do much right 
recently.  Volume is becoming a concern and we’ve seen studies this week suggesting 
some downside may be expected.  Momentum has waned.  And while the Nasdaq/S&P 
500 relative strength indicator remains bullish, it’s weakened quite a bit over the last few 
weeks.  Below is a zoomed-in version of the chart that can be found on the charts page. 
 

 

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



 
As a quick refresher, since the inception of the Nasdaq in 1971, nearly all of the S&P’s 
gains have occurred while the Nasdaq was in a leading position.  When the Nasdaq has 
been lagging the market has struggled to make any headway. 
 
The chart above shows that while the Nasdaq is still in a leading position, that lead has 
been shrinking the last few weeks.  It is at a point now where if the S&P outperforms this 
week there is a very good chance it will take over leadership. 
 
I’m still favoring the long side but will be keeping an eye on these potential cracks. 
 
Catapult and Capitulative Breadth Statistics 
(Catapult Presentation Part 1)  (Catapult Presentation Part 2) 
Open Catapult Triggers 
None 
 
Catapult for ETF’s Trades 
None 
 
Broad Market Large Cap CBI – 0 
 
Additional New Trade Ideas 
A full listing of system triggers can be found at the system triggers page each night.  I 
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 – short ¼ index position @ $118.76 limit.  Based on short-term outlook above I am 
looking to add a bit more short-side exposure. 
 
Active Trades Table 
Symbol Entry Date Entry Price Current Price % Gain/Loss Stop Notes
SPY(1/4)(s) 4/5/2010 $118.25 $118.76 -0.43%
SPY(1/4)(s) 4/5/2010 $118.76 $118.76 0.00%

short on open
short on close
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