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Market Overview 
 
 
 

  
Tonight’s Research Points 

 Volume, VXO action, overly positive 1-day breadth and an unfilled gap are all 

suggesting a pullback in the next day or 2. 

 The high CBI and 2
nd

 90% Up Vol day in the last 3 are suggesting the bulls may 

continue to run here. 

 The Aggregator System turned flat at the close. 

 The NDX Aggressive Trend Timer remained long. 

 

Short-term Outlook – updated 5/28 

The Bottom Line 

Lots of conflict with the bullish studies more compelling.  The market is now short-term 

overbought though.  All of this leaves me neutral. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



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

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  28, 2010 0.7 5% Unfilled Gap from low 1-2 day s Bearish

May  28, 2010 2.5% Rally  on Low Volume 1-2 day s Bearish

May  28, 2010 VXO 15% drop. SPX 50-low y est 1  day Bearish

May  28, 2010 90% Up Vol After 50 low 1 day Bearish

May  28, 2010 2.5% Rise CBI Still Over 5 1-5 day s Bullish

May  28, 2010 Double 90% Up Vol 1-9 day s Bullish

May  27 , 2010 Failed Gap higher close bottom of range 1-2 day s Bullish

May  26, 2010 NY SE Up Issues < 40% on up day 1-2 day s Bearish

May  18, 2010 1% drop on 2:1  neg breadth 1-10 day s Bullish

Active - Long Term

May  25, 2010 Rat Adj McClellan < -60 for 6 in row 1-20 day s Bearish -5.80%

April 26, 2010 No breadth divergence at new high int. term Bullish

Dropped Tonight  

May 26, 2010 Bounce off test of lows 1-3 days Bullish 2.30%

May  24, 2010 VIX new high SPX no new low 1-4 day s Bullish 2.60%  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

The Evidence 

After a large gap higher the market carried its momentum for most of the day and 

finished near the top of its daily range.  The SPX posted a 3.3% gain, the Nasdaq gained 

3.7%, and the Russell 2000 gained a whopping 4.3%.  Breadth was extremely strong as 

the NYSE Up Issues % came in at 92% and the Up Volume % was 97%.  Total volume 

declined and was actually quite light on both exchanges. 

 

Tonight is one of those nights where I wish I had the whole weekend to write the Letter.  

There’s just too much to cover.  So I’ll keep the commentary light and show you what 

I’m seeing. 

 

This first series of tests were from the 11/10/2008 blog.  There were a few examples 

similar to these in the Quantifinder tonight.  

http://quantifiableedges.blogspot.com/
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It appears the low volume has a negative influence on future results.  This is especially 

true in the last several years. 

The 3/11/09 Letter provided the following study. 

 

Instances are a little low but results are strongly bearish. 
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The big drop in the VXO today is also something that you’d rather not see coming off a 

low.  The study below is from the 2/25/09 subscriber Letter. 

 

 

The last type of indication suggesting a bearish tilt is the gap & go from a low.  This SPY 

study was from the 2/10/10 Subscriber Letter: 

 

This study looked at what has followed when the SPY gaps up from a 50-day low and 

then manages to not only leave the gap unfilled but also close higher than the open.   

 

 

 

Note: STATS NOT UPDATED. 

 
 

Some people may find the negative results here somewhat surprising.  The unfilled gap 

and move higher would seem to be a show of strength.  Too often it appears that coming 

off a 50-day low it is viewed as short-covering and the downtrend doesn’t surrender quite 

so easily. 
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I did highlight the max losing trade above because it was such a large outlier.  In a 

larger sampling I wouldn’t worry much about it but with only 17 instances it has a 

significant impact on the “average” results.  Therefore, to get what I believe may be a 

better estimate of the implications of such a study I eliminated the outlier and re-ran the 

results. 

 

STATS UPDATED 

 
 

The average trade numbers change substantially here.  It’s important to note that there is 

still an apparent bearish edge. 

 

So there are quite a few indications that the market could struggle over the next couple of 

days.  On the other hand, the CBI is still at 13.  This is a large number anytime.  It is 

especially large after a day that saw a gain of over 3%.  Below I ran a study looking at 

other times where spikes from lows did not erode the CBI to where it was below 10.  
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Instances here are just too low.  The power behind these moves is massive, though.  Just 

over 3 weeks out you are looking at 100% winners with an average gain of about 7%.  

Below I have listed all instances along with their 16 day exit. 

 

 

 

To try and get a bit larger sample size I also loosened parameters and only required a CBI 

of 5 or higher.  Those results are below. 
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Even with the loosened parameters there appears to be a sizable upside edge. 

Lastly, I also decided to isolate the effect of the CBI.  To do so I required that the CBI 

close below 5 after the 1-day rally. 

 

 

Very low instances but the results are in complete opposition to the previous ones, 

suggesting the CBI does make a substantial difference.  The bounce may have been 

strong, but there is still some more work to do. 

 

This was also the 2
nd

 90% Up Vol day in the last 3 days.  Quick clusters of these have 

been rare but have led to strong rallies when they occurred.  Below is a study from the 

7/16/09 Letter that shows this. 
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Bottom line is there is plenty of evidence suggesting the market should pull back in the 

next day or two.  Weak volume, a huge drop in the VIX, too much volume breadth 

coming off a low, an unfilled gap, etc.  If you want to try a short trade though you’d 

better be agile.  The CBI is still very high and with the 2
nd

 90% Up Day in the last few 

days the market may really rally from here. 

 

I’ve updated the AggregatorH chart below.   

  

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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The green Aggregator line again remained above zero tonight as the net expectations 

from the active studies is for more upside over the next few days.  A high CBI and double 

90% up days coming off a potential intermediate-term low make a difficult shorting 

environment.  Meanwhile the black Differential line illustrates the SPX has now 

outperformed expectations over the last few days.  So while the studies expect more 

upside the SPX is already overbought versus expectations.  This is considered a neutral 

configuration.  Based on this the Aggregator System has turned flat. 

 

Looking ahead more bearish studies will need to emerge if the green Aggregator line is 

going to turn negative tomorrow.  The Differential pivot for Wednesday is 1,078.42.  

This means it would take an SPX close at or below this level in order for the Differential 

line to turn positive.   

 

I’ll wait and observe for a day or so here. 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 5/24 neutral 

Bear markets don’t ordinarily start with a furious selloff from a very high level in a 

market exhibiting broad strength.  Instead they form a slow topping pattern while breadth 

will deteriorate ahead of price.  There’s no assurance that this time won’t be different, but 

when you go from a strong, broad, persistent bull market like we had just 3 weeks ago, to 

a deeply oversold condition like we have now, it doesn’t seem advisable to be positioning 

aggressively short for an intermediate-term trade. 

 

One the other hand we’ve had 1 up day at this point and the studies associated with the 

bounce so far are mixed.  Intermediate-term traders will no doubt be watching for a 
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Follow Through Day in the coming days.  I’d encourage you to review the Quantifiable 

Edges posts associated with follow-though days before one actually occurs.   

 

So my outlook remains neutral.  I’ll continue to look more towards short-term analysis to 

aid my buy/sell decisions until the intermediate-term becomes a bit more clear. 

 

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) 

EXC – 1/3 position @ $40.59 limit (filled @ $40.11) 

EXC – 1/3 @ $39.31 limit 

CSCO – 1/3 @ $23.31 limit 

MSFT – 1/3 @ $27.11 limit 

QCOM – 1/3 @ $35.59 limit 

MSFT– 1/3 position @ $26.84 limit 

ORCL– 1/3 position @ $22.16 limit 

DELL – 1/3 position @ $13.35 limit  

MSFT – final 1/3 @ $26.27 

EXC – final 1/3 @ $38.06 limit (no fill) 

GILD – 1/3 @ $34.82 limit (no fill) 

 

Catapult for ETF’s Trades 

none 

 

Broad Market Large Cap CBI – 13 (MON-3, EXC-3, CSCO, MSFT-3, QCOM, 

DELL,GILD) 

 

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. 

 

None tonight.  Several are still open. 

 

 

 

 

 

 

 

 

 

 

 

http://quantifiableedges.blogspot.com/search/label/IBD%20Follow%20Through%20Day
http://quantifiableedges.blogspot.com/search/label/IBD%20Follow%20Through%20Day
http://quantifiableedges.googlepages.com/CatapultandCBI.ppt-voice1.ppt
http://quantifiableedges.googlepages.com/CatapultandCBI.ppt-voice2.ppt
http://www.quantifiableedges.com/members/systems.php
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Active Trades Table 

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

MON(1/3) 4/29/2010 $62.60 $50.27 -19.70% Catapult

MON(1/3) 5/5/2010 $60.74 $50.27 -17.24% Catapult

MON(1/3) 5/14/2010 $54.79 $50.27 -8.25% Catapult

SPY(1/4) 5/14/2010 $115.12 $110.76 -3.79% sold on close

SPY(1/4) 5/19/2010 $111.77 $110.76 -0.90% sold on close

SPY(1/4) 5/19/2010 $111.76 $110.76 -0.89% Aggregator

SPY(1/4) 5/21/2010 $105.91 $110.76 4.58% Aggregator

EXC(1/3) 5/20/2010 $40.11 $38.91 -2.99% Catapult

EXC(1/3) 5/21/2010 $38.50 $38.91 1.06% Catapult

ABT(1/3) 5/21/2010 $45.48 $47.87 5.26% sold on close

ALL(1/3) 5/21/2010 $29.51 $30.77 4.27% sold on close

CSCO(1/3) 5/21/2010 $22.67 $23.67 4.41% Catapult

MMM(1/3) 5/21/2010 $78.42 $81.43 3.84% sold on close

MSFT(1/3) 5/21/2010 $26.63 $26.00 -2.37% Catapult

ORCL(1/3) 5/21/2010 $21.62 $22.58 4.44% sold on close

QCOM(1/3) 5/21/2010 $35.10 $35.56 1.31% Catapult

XOM(1/3) 5/21/2010 $59.16 $61.46 3.89% sold on close

MSFT(1/3) 5/24/2010 $26.84 $26.00 -3.13% Catapult

ORCL(1/3) 5/24/2010 $22.04 $22.58 2.45% sold on close

DELL(1/3) 5/25/2010 $13.05 $13.40 2.68% Catapult

MSFT(1/3) 5/25/2010 $25.65 $26.00 1.36% Catapult

 

Intraday updates were sent alerting subscribers that the positions in red above were being 

exited at the close. 
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