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Market Overview 
 
 
 

  
Tonight’s Research Points 

 NYSE Up Volume % of under 5% suggests some panic selling was present on 

Friday, which typically leads to a bounce. 

 Down Fridays have consistently been followed by up Mondays over the last year 

plus. 

 A large gap down after the market has already dropped 2 days in a row has 

historically led to a positive risk/reward setup for the rest of the day. 

 The Aggregator System remained long at the close. 

 The NDX Aggressive Trend Timer went long at the close. 

 

Short-term Outlook – updated 5/17 

The Bottom Line 

The bottom line hasn’t really changed since Thursday.  Expectations are positive.  The 

situation does remain tenuous and volatile, though.  I’m looking to slowly scale in to a 

long index position. 

 

Summary of Recent Active Studies (seeHHhttp://QuantifiableEdges.blogspot.com HHHHH or 

Letters from listed dates for details) 
Study Date Description T im e span Bias Avg Max Move

Active

May 17 , 2010 Down Friday 1 day Bullish

May  17 , 2010 5% Up Vol. SPX >200ma or >10day  low 1-3 days Bullish 3.80%

May 14, 2010 Gap lower then outside day  down 1-4 days Bullish 2.10%

May 6, 2010 Gap & partial reverse from 5-day  low 1-10 days Bullish 3.30%

Active - Long Term

May 17 , 2010 Nasdaq/SPX Relative Strength Indicator int. term Bullish

May  13, 2010 2 of 3 7 5% Up Issues. No 10-high. 1-2 weeks Bearish

April 26, 2010 No breadth divergence at new high int. term Bullish  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

http://quantifiableedges.blogspot.com/


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

The Evidence 

The market got hammered again on Friday.  After gapping down and selling off all 

morning it fell into a range in the afternoon.  When it was over the SPX had lost 1.9%, 

the Nasdaq 2.0% and the Russell 2000 2.2%.  Breadth was extremely negative as the 

NYSE Up Issues % came in at 12% and the Up Volume % was a measly 4.5%.  Total 

volume rose on both the NYSE and Nasdaq. 

 

The Quantifinder showed a high number of green studies at the close on Friday, 

suggesting a bounce should be near.  I’ll discuss of the more compelling ones. 

 

Breadth that was so extremely negative as was seen on Friday is rare.  It is especially rare 

when the market is not already downtrending and reaching oversold levels.  The NYSE 

Up Volume % of 4.5% suggests nearly everything was being sold.  Indiscriminate selling 

like this hints at panic.   Below are a couple of former studies that exemplify this.  This 

1
st
 one is from the 11/30/09 Letter. 

 

 

Instances are low, but with all ten bouncing in the next day or two this does suggest a bit 

of an upside edge – especially when considering the size of the average trade. 

 

Another study that keyed off the low Up Volume % was last seen in the 2/5/10 blog.  I’ve 

updated that study below. 
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Again we see very positive results from a very low number of instances. 

 

One way to sometimes get instances up to a reasonable level and generate better 

estimates is to combine similar studies.  I therefore tried combining the above studies to 

see how the results looked.  There wasn’t much overlap between the two so the instances 

did increase a bit. 

 

 
 

Results here are consistent with the 1
st
 2 tests. 

 

One edge I’ve discussed several times recently is that down Fridays have been 

consistently followed by up Mondays since just after the bottom in March 2009.  I’ve 

updated that study again below. 
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Stats here are overwhelmingly bullish.  Below I have listed the last 17 instances dating 

back to last September. 
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While tonight’s studies are all bullish, I should point out a few cautionary notables. 

1) Last week I looked at the 5 other instances where the VIX closed at least 25% 

above its 10ma for 3 days in a row.  One thing I noted after examining those 

charts was that “Other than the 2001 instance, the lows were always retested.”  

The bounce is now obviously pulling back.  A retest of the recent lows is a 

possibility. 

2) Very little is oversold from a price standpoint.  This is evidenced not only by the 

low CBI, but also the very low number of triggers on the system triggers page. 
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3) The study from Thursday night’s Letter showed a strongly bullish short-term 

tendency. This was obviously completely ignored and overrun on Friday.  When 

bullish setups are sold that hard it suggests that long-side risk is elevated. 

 

I’ve updated the AggregatorH chart below.   

  

 
 

The Active Studies List is dominated by bullish studies and this is reflected in the fact 

that the green Aggregator line is well above 0.  The black Differential is also above zero, 

illustrating the SPX has solidly underperformed expectations over the last few days.  

Both lines above zero has historically provided a bullish short-term edge.  The 

Aggregator System is long based on this configuration. 

 

Looking ahead the green Aggregator line is set up to remain positive unless some 

compelling bearish evidence arrives.  Meanwhile the Differential pivot value on Friday 

will be 1,169.13.  In other words it would take a close at or above this level in order to 

flip the Differential line negative. 

 

So under typical circumstances we should expect a bounce here based on several studies.  

Unfortunately as was pointed out in the cautionary notes above, we are not trading under 

normal circumstances.  While I’m favoring the long side, I don’t think it is a good time to 

get very aggressive.   

 

 

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Intermediate-term Outlook (2 weeks – 2 months)– updated 5/17 neutral 

One positive intermediate-term indicator that emerged Friday was the Nasdaq/S&P 500 

Relative Strength again began to favor the Nasdaq.  I’ve discussed this indicator several 

times before, but for those who would like a refresher, below is a link to the original post:  

 

http://quantifiableedges.blogspot.com/2009/05/simple-powerful-timing-indicator.html 

 

The 2 strong up days on Monday and Wednesday last week that occurred without the 

SPX managing to hit a 10-day high suggest bearish implications.  Below is the study 

from the Wednesday night letter that illustrated this: 

 

 
 

Bottom line right now is that risk is elevated and intermediate-term signals are mixed.  

There is a high amount of uncertainty and although a bounce appears likely, what’s 

beyond that is unclear.  Using a bit extra caution when considering risk management and 

also looking to the short-term analysis to aide more in guiding decisions are two steps 

traders may want to consider. 

 

Special Late Sunday Note 

News out of Europe is being viewed unfavorably by the currency (Euros) and the U.S. 

stock index futures markets.  As I type the S&P futures are down over 1%.  Traders may 

want to review the below blog post from April of 2009 that discusses 1% gaps down.  

The current situation is reflected in the last study shown in the post. 

 

http://quantifiableedges.blogspot.com/2009/04/putting-large-gaps-down-into-

context.html 

 

 

 

 

 

 

 

http://quantifiableedges.blogspot.com/2009/05/simple-powerful-timing-indicator.html
http://quantifiableedges.blogspot.com/2009/04/putting-large-gaps-down-into-context.html
http://quantifiableedges.blogspot.com/2009/04/putting-large-gaps-down-into-context.html
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Catapult and Capitulative Breadth Statistics 
H(Catapult Presentation Part 1) HHHH HHHH(Catapult Presentation Part 2) 

Open Catapult Triggers 

MON - 1/3 position @ $64.73 limit ( filled @ $62.60) 

MON – 1/3 position @ $62.25 limit (filled @ $60.74) 

MON – 1/3 position @ $55.54 limit (filled @ $54.79) 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 3 (MON-3) 

 

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 – buy ¼ index position @ $113.34 LIMIT.  If not filled in 1st ½ hour, cancel order 

and place as $113.88 Limit ON CLOSE order.  This is based on the short-term outlook 

and the Aggregator configuration.  I will look to buy a gap down or early move lower in 

anticipation of a bounce.  I am entering these trades slower than normal due to the 

increased risk noted in the short-term outlook as well. 

 
 

Active Trades Table 
Symbol Entry Date Entry Price Current Price% Gain/LossStop Notes

MON(1/3) 4/29/2010 $62.60 $54.61 -12.76% Catapult

MON(1/3) 5/5/2010 $60.74 $54.61 -10.09% Catapult

MON(1/3) 5/14/2010 $54.79 $54.61 -0.33% Catapult

SPY(1/4) 5/14/2010 $115.12 $113.89 -1.07% Aggregator

The MON triggers are getting hammered so far.  This occasionally happens to Catapult 

triggers.  Should the selloff worsen and a large cluster of other Catapults emerge, the later 

triggers often occur in groups and frequently post gains that eclipse the early triggers’ 

losses.  Of course as I frequently mention the volatile nature of these trades demands 

small position sizes or some kind of options strategy.  I meant to update the Catapult 

presentation last week and hopefully will get to it this week.  
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