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Market Overview 
 
 
 

  
Tonight’s Research Points 

 Down Fed days are often followed by a bounce. 

 Bad breadth but a mild price drop from the top often leads to more selling. 

 The Aggregator System turned long. 

 The NDX Aggressive Trend Timer remained flat. 

 

Short-term Outlook  

The Bottom Line 

The Aggregator System is back to long though expectations for Wednesday are for lower 

prices.  Should the pullback from Tuesday worsen I’ll be looking to start scaling into a 

long. 

 

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

August 9, 2010 Fed Day  down from 10-high 1 day Bullish

August 5, 2010 2/1 Neg breadth small drop from 50-hi 1-2 day s Bearish -1.80%

August 9, 2010 2 Unfilled Down Gaps 1-5 day s Bullish 2.46%

August 5, 2010 SPX 10-high on NY SE 10 low vol 1-5 day s Bearish -2.10%

Active - Long Term

August 3, 2010 50 high 90% volume 1-25 day s Bullish

July  20, 2010 Down 1  week after FTD int term Bearish

July  14, 2010 7 5% Up Issue twice in 3 day s 1-20 day s Bullish

July  13, 2010 5 higher close from a 50-day  low int term Bullish

July  7 , 2010 McClellan Oscillator Bottom Divergence int term Bullish

Dropped Tonight  

August 10, 2010 SPX 20-day high, NYSE vol 20-day low1-2 days Bearish -1.20%

August 10, 2010 VIX Up SPX Up on Monday 1 day Bearish

August 10, 2010 Close in top 25% of range before Fed Day 1 day 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 ignored Fed Day tendencies and lived up to last night’s bearish studies.  A 

large gap down led to more selling in the morning.  Some excitement occurred after the 

announcement and it pushed the SPY up to within $0.01 of filling the gap.  Since the 

inception of the SPY in 1993, the only other time it had gapped down and not filled on a 

Fed Day was 9/24/02.  All the major indices closed lower as the SPX fell 0.6%, the 

Nasdaq dropped 1.2% and the Russell 2000 lost 2.0%.  Breadth was solidly negative with 

the NYSE Up Issues % coming in at 26% and the Up Volume % at 21%.  Total volume 

rose over the last few days. 

 

Studies are a bit mixed this evening.  Down Fed Days have frequently seen a rebound 

over the next few days.  Below is an updated stats table from the QE Guide to Fed Days 

that shows this. 

 

 

 

Interesting about today’s action is that the lower close occurred following a 10-day high.  

I re-ran the above test and filtered only on those instances coming off a 10-day high.  I 

was surprised at how many there were. 
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The edge appears to be somewhat reduced here – especially over the first week.  Day 1 

has shown a decent upside tendency but that’s where it maxes out for a while. 

 

The Quantifinder tonight showed a few different studies.  A few were related to unfilled 

gaps coming off 50-day highs.  Generally this is a bearish sign and it leads to more 

selling.  One study found that when that first move lower occurred on the highest volume 

in a week that the bearish tendency no longer held up.  In fact the results could even be 

construed as mildly bullish. 

 

Another Quantifinder study came from the 4/19/10 Letter and I have reproduced it below.   
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The implication here is that when the SPX is coming off a high level and it holds up 

relatively well despite broad selling, it will often have further to drop.  The strong selling 

in the Russell 2000 could spill over into the large caps.  There’s a chance they could even 

play catch-up to the downside.  The good news for bulls here is that the bearish 

inclinations have only lasted a couple of days. 

 

I have updated the AggregatorH chart below.  

  

 
 

 

The current mix of active studies is pushing the green Aggregator back above 0.  The 

positive value indicates the net expectation from the Active Studies over the next few 

days is for upside. The black Differential line is also above zero.  This illustrates the SPX 

has underperformed expectations over the last few days.  So we have positive 

expectations and a market that is oversold versus recent expectations.  This is considered 

a bullish configuration and is shown above by both lines being above 0.  Due to this the 

Aggregator System turned long at the close. 

  

 

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Currently the green Aggregator line is set up to remain positive tomorrow.  Of course 

new bearish studies could change this. Meanwhile the Differential pivot will be 1,121.57 

tomorrow.  This is very close to today’s closing price.  So a down close would likely see 

the black Differential line in positive territory while an up close would move it into 

negative territory.  

 

Also notable about the current Aggregator setup is that while the 3-day estimates call for 

upside, the 1-day estimates are actually lower.  This can be seen in the risk/reward 

thermometers at the top of the Letter. 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 8/9 – bullish 

Monday’s SPX breakout on strong breadth led to a few studies with intermediate-term 

implications that appear in the August 3
rd

 Letter Monday night.  They both looked at 

times the market hit new 50-day highs on extremely strong breadth.  The first one simply 

looked at any 50-day high on a 90% or greater NYSE Up Volume %. 

 

 
 

These results suggested bullish tendencies both in the short-term and the intermediate-

term. 

 



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

I also examined the implications of fresh breakouts to new highs versus a repeated new 

high.  Fresh breakouts typically provide a better edge and I found that was true in this 

case as well.  This 2
nd

 study from the August 3rd letter demonstrated this. 

 

 
 

Follow through so far has been weak.  Wednesday (day 2) is the only day that the market 

closed above Monday at this point.  But down days have been muted and with the short-

term outlook now appearing positive we could get another leg up here soon. 

 

Overall there are still a good number of intermediate-term studies in effect suggesting 

upside.  Meanwhile, very little is appearing that would favor the bears.  I’m still feeling 

more comfortable buying the dips than I am shorting the rallies. 

 

Catapult and Capitulative Breadth Statistics 
HCatapult & CBI Presentation Link 

Open Catapult Triggers 

None 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 0 

 

 

 

 

 

 

 

https://my.dimdim.com/view/all/quantifiableedges/default/9d0021f0-1eae-451c-8ba3-6b2f23ec2df3
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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 @ $111.50 LIMIT ON CLOSE. The Aggregator is positive 

(though the 1-day estimate is negative).  Should we close down tomorrow and near the 

lower end or below the recent range I will look to play the long side. 

 

 

 

Current Open Trade Ideas 

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

SPY(1/4) 8/9/2010 $112.39 $111.73 -0.59% sold @ 2pm

IJR 8/9/2010 $57.50 $57.03 -0.82% System 90609  
 

Bad fill for the SPY trade.  Damage wasn’t too bad though and position size was kept 

small.  Still, always frustrating seeing a winner turn into a loser overnight when there is a 

plan to exit. 
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