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Tonight’s Research Points
e Price action today did not provide a clear edge in my eyes as there was some
conflict among studies.
e The pullback into the end of an up month/quarter suggests a short-term upside
edge.
e The Aggregator System remained flat.
e The NDX Aggressive Trend Timer remained long.

Short-term Outlook
The Bottom Line
I’m not seeing much suggesting an edge. 1’m sidelined awaiting the next opportunity.

Summary of Recent Active Studies (seehttp://QuantifiableEdges.blogspot.com_ or
Letters from listed dates for details)

Study Date Description Time span |Bias Avg Max Move
Active

October 1, 2010 2 Days Down to finish Up Quarter 1-8 days Bullish 2.90%
September 29, 2010 Outside day 50-high 1-3 days Bearish -1.10%
September 28, 2010 Nasdaq Spyx < 0. QQQQ10-day high. [1-4 days Bearish -1.75%
Active - Long Term

September 20, 2010 Nas/SPX RS favors Nasdaq int term Bullish

September 13, 2010 Low Vol 20. Low range 20. Close<200 |1-18 days Bearish

September 8, 2010 Tues after Labor Day lowest volume 5 |1 month Bearish

September 2, 2010 290% Up Vol days in 1 week 1-20 days  |Bullish

September 1, 2010 August down > 4% 1 month Bearish

August 30, 2010 AAII Survery very bearish 1-30 days Bullish

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

July 7, 2010 McClellan Oscillator Bottom Divergence|int term Bullish

If the avg max move is achieved the study will appear in bold italic blue and no longer be
active
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The Evidence

Thursday saw some strong back and forth action in the market. A sharp rise to start the
day reversed quickly and the market sold off steadily until noon. After that it meandered
sideways for much of the afternoon. In the end it closed near the bottom end of the
range. The SPX and Nasdaq finished down 0.3% and the Russell 2000 lost 0.2%. The
NYSE Up Issues % finished neutral at 50% but the Up Volume % was a little negative
with a 42% reading. Total volume spiked to the highest level in nearly 2 weeks.

The price action today was certainly interesting when trying to quantify it. Often I’1l see
some conflict among studies, but there were a few studies tonight that looked at very
similar setups that came out with much different results. Below are a few examples.

From the 6/22/10 Letter:

5PX makes a 10-day high which is at least 1% above yesterday's close and then closes down
on the day. Buy on close. Sell X days later. $100k/trade. 1991 - present.
X Al Net Profit | A Total |All Winning| AL Losing | Al % ﬁ:n’:‘;gg ’t's ;‘:gg i n’?ﬂim, Al All Avg
DEWS Trades Trades Trades Profitable Trade Trade Ratio ProftFactor| Trade
10| 2081903 20 13 7 6500 248216| -183558 182 282| 1040095
9| 21,851.24 20 15 5 75.00| 230249 -2,575.21 0.89 268 1,082.08
8  37,000.04 20 18 4 B0.00| 2,830.06) -2,070.23 1.37 547 1,350.00
7| 4067767 20 17 3 B5.00| 274837 201435 136 773 203383
6|  35,580.00 20 18 E 75.00| 2,941.15 -1,707.44 1.72 517| 1,779.00
5| 2532722 22 18 B 72.73| 260049 -2713.44 0.96 256| 1,15124
4| 2158170 22 15 7 6313 2,343.18| -1,940.36 1.21 259  980.08
3| 1382468 23 14 60.87| 204849 -167424 122 180 53238
2| 2034682 23 18 7 60.57 1,936.20| -1,519.14 1.27 201 s3484
1 6,119.00 23 14 E 60.87| 1,07325 -989.61 1.08 169  265.04

Obviously this suggests an upside edge based on the strong move to a new high and an
intraday reversal down. Tonight | also looked at this using a 50-day high rather than just
a 10-day high.
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SPX makes a 50-day high which is at least 1% above yesterday's close and then closes down
on the day. Buy on close. Sell X days later. $100k/frade. 1991 - present.
X Al Not Prof | A Total Al Winning| Al Losing | AlL % m:n’:;g "’li'l'; :::gg Wi :;‘&33 Al All: Avg
Days Trades Trades Trades Profitable Trade Trade Ratio ProfiFactor| Trade
10 10 8 2 B0.00| 164066 -1687.68 0.97 389  975.00
;] 5,031.1% 10 ] 2 80.00 -2 430 55 055 224 60312
8 11,516.88 10 8 2 80.00 -2,406.65 0.85 339| 1,15169
7 1333322 10 8 2 20.00 -1910.41 112 449 133332
6 12,884.33 10 7 3 70.00 -1,331.23 1.81 422 1328542
5 3,365.14 11 8 3 7273 -2,719.00 0.53 141 30592
4 728395 11 7 4 8384 -1855.09 1.10 183 88218
3 5,496.24 11 8 3 72.73 -1,987.24 0.78 209 59057
2 7,302 3% 11 7 4 8384 1226 52 142 249 68300
1 1,472.36 11 g E 5455 242,07 1.12 138 13300

These results aren’t quite as strong and the instances are now low, but it appears that even
with a 50-day high being made the edge is still present.

In the 5/27/10 letter | looked at a SPY reversal pattern that also suggested an upside edge.
In that letter I also found that a close at a 10-day low increased that edge even further. So
tonight 1 looked at the pattern but filtered out those instances that closed at 10-day low to
see if the edge still existed.

SPY gaps up at least 0.25% and makes a high at least 0.5% above the open. It then closes
down on the day and in the bottom 25% of its range. Close is above the lowest in 10 days.
Buy on close. Sell X days later. $100k/trade. 1993 - present.
he Al Net proft | 2 Total AlL Winning Al Losing | AlL % ﬁ:n’:;gg "t'ﬁ :I‘:gg i ;:,‘3;55 Al Al Avg
DE].‘}'S Trades Trades Trades Profitable Trade Trade Ratia ProfitFactor| Trade
10 39 657 .83 32 20 12 6250 313983 -1592840 1.83 2T 1,238.31
] 36 552 04 32 24 2 7500 264511 -3389.21 .79 236| 114228
] 39, 757.47 32 23 5 71.88 284264 -2847.03 1.00 2.55
7 21,157.87 32 19 13 5938, 27552 -2,399.38 1.15 1.68
& 15,032.38 32 23 5 7188 1, Z -3,376.89 0.58 1.49
5 13,044 54 32 22 10 8875 1, -2,830.45 .66 1.48
4 19,430.75 34 20 14 5882 2 -1,566.35 1.32 1.89
3 17,739.61 35 20 15 5714 1, -1,450.81 1.36 1.81
2 16,118.16 35 21 14 80.00 1, -1,500.84 1.18 177
1 535415 36 21 15 5833 1, -1,000.72 1.16 1.62

Again here we see what appears to be an upside edge.
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But some other studies also appeared with fairly similar setups but negative expectations.
This first one is from the 3/26/10 letter.

SPX makes a 50-day intraday high and an outside day. It closes down on the day and at least
1% below the high of the day. Buy on close. Sell X days later. $100k/trade. 1990 - present.
. P . . . All Avg All: Avg All: . .
Dy | Attt | AL Aot Aot | ALK Gnny | oo | wioss o A | ALY
ays Trade Trade Ratio
5 -5 44272 24 10 14 4167 143703 -1629.50 0.88 063 -351.78
4 -11,101.57 24 8 16 33.33| 162445 -1,506.08 1.08 0.54 -452.57
3 -10,720.85 24 8 16 33.33| 112251 123131 0.91 0.46 -448.70
2 -T.411.74 24 9 18 37.50 1,116.55| -1,164.05 0.96 0.58 -308.82
1 -1,088.50 24 12 12 30.00 940.34| -1,030.88 0.9 0.91 -45.27

The difference between this and the previous studies is that this one demands an outside
day and a very weak close rather than just a down close. The suggestion is obviously
bearish.

And from the 10/22/09 subscriber letter we have this example of a high extreme turning
into a low extreme.

SPX posts highest high in 10 days and lowest close in 5 days. Close = 200ma.
Buy on close. Sell X days later. $100k/frade. 1978 - present.
. P . . . All Avg All: Avg All: . .

X Al Net Profit All: Total  |Al: Winning | All: Losing All: % Winning e Win/Loss All: Al Avg

Days Trades Trades Trades Profitable Trade Trade Ratio ProfitFactor| Trade
10 -11,712.75 28 12 16 42 86 1770021 -2,058.71 0.86 0.54 -418.31
9 -19,366.68 28 11 17 39.29 1,412.03| -2,052.88 0.69 0.45 -691.67
] -23,528.15 28 9 9 3214 -1,8972.87 0.79 0.37 -8340.29
T -28,123.53 28 10 18 3571 -2 27572 0.56 0.31 1,004 41
[+ -23778.69 28 10 18 35.71 -1,975.85 0.60 0.33 8459 24
5 -13,458.39 28 " 17 39.29 -1,456.89 0.7 0.46 -450.65
4 -19,063.75 28 T 21 25.00 -1, 270.74 0.26 0.29 -630.85
3 -20,286.28 28 10 18 35.71 -1, 45771 0.41 0.23 -T24.51
2 -17 84562 28 a8 20 2857 -1.078.82 0.43 07 -537.34
1 T.454 83 28 14 14 50.00 T -899.79 0.41 0.41 -266.25

86% of instances closed below the entry price at some
point in the next week.

Here again we see bearish inclinations.

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




With studies conflicting so strongly when just examining the price pattern I’m inclined to
dismiss them all. The message from the price action simply isn’t clear. The bearish
studies seem to be slightly better descriptions of Thursdays’ action in my opinion but the
bullish studies had a little stronger results. So I’m going to say the edge isn’t clear and
won’t include any of these among the active list.

There were some seasonal studies that clearly suggested bullish implications. In the
10/1/2009 Subscriber Letter | examined going long the end of a month or quarter when it
had closed with at least 2 down days. | found the results to be bullish, and especially so
when the month or quarter finished positive. Below | have updated a couple of the more
compelling studies from that Letter.

SPX closes down last 2 days of month. SPX closes = 21 trading days ago (est. month).
Buy on close. Sell X days later. $100k/trade. 12/31/86 - present.
X Al Not Prof | AlETotal AIL Winning| Al Losing | Al % f‘,lr':n’:;g TE :I*:é' Wi ;;‘&33 Al All: Avg
Days Trades Trades Trades Proftable Trade Trade Ratio ProftFactor| Trade
10 35,165.03 28 21 7 7500 218235 -1,453.43 1.48 443 1255.89
5 25,647.33 28 18 10 6429 2257.91) -1,459.50 1.51 27 915.58
8| 2518178 28 20 8 71.43| 1.82437| —1,663.20 1.16 289 %9
7 27 004.07 28 20 2 7143 178291 -1,031.78 1.71 427 4.
6 25,862.09 28 19 5 67.86, 1,800.36) -1,138.72 1.67 3.52
5 27 22365 28 20 ] 71.43| 1,778.70) -1,043.80 1.70 4.26
4 25,7501 28 17 11 80.71 2,045.80 -822.32 2 49 3.85
3 17, 28 17 11 50.71 1,83010| -1,192.45 1.53 237
2z 15 28 22 6 78.57 1,186.47 | -1,694.37 0.70 2.57
1 28 18 10 5429 a18.20( -1,100.57 0.74 1.34

This suggests a solid upside edge for the beginning of the month. This next study
examines quarter-ends in much the same way.
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SPX closes down last 2 days of quarter. SPX closes = 63 trading days ago (est. quarter).
Buy on close Sell X days later. $100k/trade. 12/31/86 - present.

X | at netproft | Al Total Al Winning| Al Losing | Al % ;::;1’:;‘”’3 ’t'g:i‘:g Wirﬁ‘&ss Al All: Avg

Days Trades Trades Trades Profitable Trade Trade Ratio ProfitFactor| Trade
10| 40,971.24 17 18 2 82.24| 280822 -1,251.02 2.32 17.38|  2,410.07
9 3500486 17 14 3 8235| 2,814.14| 146434 1.92 887 2058.11
| 8| 3s4ze3 17 18 1 9412 230820 51898 445 7119| 214284
| 7| 34237861 17 18 1 9412| 2170.75| -838.33 3.41 5464| 201308
6|  33,309.39 17 15 2 BR24| 227805  -430.71 523 39.67| 1,959.38
5/ 29385 14 17 15 2 8324 208506 -95213 218 16.43| 172854
4|  24173.93 17 14 3 8235| 191720 -838.85 2.16 10.06| 1,422.00
3| 15,363.05 17 13 4 76.47| 1556685 -1,218.36 1.28 415 80371
2| 1484311 17 14 3 8235 134248 -1317.11 1.02 476 87312
1 4,244 66 17 11 6 6471  70672| -588.21 1.20 220 24969

These results are strongly suggestive of an upside edge. | am including this study on the
active list.

| have updated the Aggregator chart below.
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The end of quarter pullback study helped to move the green Aggregator line above 0
tonight. The positive value indicates the net expectation from the Active Studies over the
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next few days is for upside. But while the Aggregator line is above 0 the black
Differential line dropped below it. This means the SPX has outperformed expectations
over the last few days. So we have positive expectations and a market that is already
overbought versus recent expectations. This is considered a neutral configuration. It is
reflected on Aggregator chart when both lines are on opposite sides of 0. Due to this the
Aggregator System remained flat at the close.

The green Aggregator line is set up to close above 0 again tomorrow but that could
change if bearish studies arrive. Meanwhile the Differential pivot will be 1,143.13
tomorrow. Any close at or below this level would move the black Differential line
positive. So to stay overbought the SPX will need to rise a few points

It’s unusual to see such conflict among studies that were all based on price. It frankly
doesn’t appear the short-term message of the market is clear. So I’m content to listen to
the Aggregator and remain neutral for a day awaiting better clarity.

Intermediate-term Outlook (2 weeks — 2 months)— updated 9/27 — bullish

The SPX is now up over 9% for September. | thought it would be interesting to look and
see how the market had performed in the past following other months that saw strong
rallies. This first study looks at months that gained at least 9%.

SPX closes up 9% for the month.
Buy on close. Sell X months later. $100k/trade. 1960 - present.
e _ | Al Total AN Winning| Al Losing | alk % | AlAva | Al Avg A Al Al Ay
monthly: ¥ | Al Met Profit : Winning Losing Win/lLozss .
. Trades Trades Trades Profitakle ) ProfitFactor | Trade
daysin Trade Trade Ratio
& 7915218 11 7 4 G364 1454347 -5663.04 257 449 719565
5 9,054 50 11 & 3 7273 M 347TS| T2A2E0 157 418 B 28041
4 3391495 11 6 5 5455 966903 -4519.84 2. 24| 30338
3 30,579.97 12 7 5 5333 7HE935| 504110 158 221 254833
2 2225330 13 7 & 5385 G4ETO| 353506 189 197 171174
1 4555 36 13 6 7 4515 344340 230072 1.80 128 35041

Over the next few months there hasn’t been a real strong inclination but mild upside has
been the net result. What if we isolate the front month and look at a range the market
rises the month before?
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SPX closes up X% for the month.
Buy on close. Sell X months later. $100k/trade. 1960 - present.

m?rtiw: o |l et progt | Al Total &I Winning | Al Losing | Al % m;_li‘i‘fg T_'I';;‘:gg vwnTi:-ss Al Al Avy

o Trades Trades Trades Profitable Trade Trade Retio ProfitFactor Trade
g 455536 13 B 7 4615 544340 -2,30072 150 128 35041
& 3547675 21 14 7 BEE7| 358441 -2,30072 150 320 168937
7 4005645 35 23 12 6571| 333355 -3,051.10 1.0 209 114453
6 5927320 45 32 13 1A E3161.21 | 23,2215 0558 242 13718
5 8377530 54 20 T2OT  27ERAE 332312 054 226 113210

Results are generally good across the board. It does appear that when the % rise is very
large that the edge for the next month is reduced some. Perhaps those very large gains
need to be consolidated a bit before the move up can continue. 1 also filtered using the
10-month moving average. | did this because a good amount of the time the market made
very large advances it was bouncing back from a very oversold level.

5PX closes up X% for the month. It closes = 10-month ma.
Buy on close. Sell X months later. $100k/ftrade. 1960 - present.

©E _ | Totel Ak Winning| &l Losing | Al | S Avg | AlbAvg Al Al Al Ay
manthly: % | Al Met Profit ¥ Winning Losing WinlLoss i’
Trades Trades Trades Praofitable . ProftFactar | Trade
pctup Trade Trade Ratio
9 459103 11 B G 4545 307575| -1,797.596 1.7 143 41737
g 20,484 44 17 11 =3 E471 284293 179796 1.58 2a0 120497
T 1532550 a7 16 11 S026 29384 284508 1.02 149 SET E1
B 2501541 =1 23 12 2.7 ZEfTS4| -3 04734 0.83 1638 1473
5 5280 g0 42 18 TOOooO 257188 -306429 084 196 881 .01

There still appears to be a small upside edge present here. It does seem to be greatly
reduced from the results that include times the market closed below its 10-month moving
average.

Overall the market is acting well. In the SPX this week the pullback held above the
200ma. The 1,114 — 1,123 level should act as support. There are presently a few levels
of price support as well as the 200ma right in that area.

The intermediate-term studies remain mixed. Volume and seasonality are favoring the
bears while breadth and leadership structure favor the bulls. We’re overbought here
short-term, but as long as we continue to make new highs and the studies at least remain
split, I’ll be favoring the long side. At this point I will be a bit extra conservative with
my short trades and a bit more aggressive with my long trades
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Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

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. |
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. 1’'m sitting out. But for those more inclined to take a trade there were
quite a decent number of setups on the systems triggered spreadsheet tonight.

Current Open Trade Ideas
None.
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