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Market Overview 
 

 
 

  
Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Long Long 100% XIV Flat Flat

 

Tonight’s Research Points 

 The unfilled gap up and close higher would be bullish from a short-term low, but 

from an intermediate-term low bullish inclinations are no longer apparent. 

 

Short-term Outlook  

The Bottom Line 

The bounce began on Monday. I expect it will be more than just a one-day wonder. We 

should see some follow through in the next few days and I continue to hold some long 

positions. If we continue higher on Tuesday, then I will begin scaling out, but will likely 

continue to hold some. 

 

Summary of Recent Active Studies (see Letters from listed dates for details) 
Study Date Description T im e span Bias Avg Max Move

Active

May 21, 2012 VIX 100 high. SPX > 100 low. Twice. 1-4 days Bullish 2.85%

May 18, 2012 Down 3+ days. Big drop. High vol. 1-5 days Bullish

May  18, 2012 RSI2<2. 50-day  low. Twice. 1-3 days Bullish

May  18, 2012 CBI/MCOsc overdone 1-5 days Bullish

May  17 , 2012 4 lower lows 50-low 1-8 days Bullish 2.40%

Active - Long Term

May 21, 2012 CBI >= 11 . 1-20 days Bullish 6.80%

May 7 , 2012 QQQ 5 lower lows. Today  biggest drop. 1-20 days Bullish 12.30%

February  1 , 2012 Golden Cross int term Bullish

December 5, 2011 POMO activ ity  flat to negative int term Bearish

Dropped Tonight  

May 21, 2012 SPX < Bollinger Band 5 days 1 day 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 

The long-awaited bounce finally arrived on Monday. The SPX gained 1.5%, the Nasdaq 

rallied 2.5% and the Russell 2000 closed up 2.3%.  Breadth was strongly positive as the 

NYSE Up Issues % came in at 85% and the Up Volume % was 83%.  Total NYSE 

volume dropped quite a bit from Friday's high op-ex aided level. 

 

There were a few studies identified by the Quantifinder tonight, but nothing terribly 

compelling. Some noted the bounce from an intermediate-term low came on lower 

volume. I did not feel these were worth considering since Friday was options expiration 

and the Monday after almost always has lower volume. 

 

The Quantifinder referred to a few studies from the 6/10/11 subscriber letter that were 

fairly interesting. I have copied the excerpt from that letter below. I did update all of the 

tables and graphs. 

 

The price action in SPY showed some real strength in that it gapped up, never filled, and 

closed above the open.  When the market is coming off an oversold level in an uptrend 

and is still not overbought, this pattern will often be followed by further gains.  This is 

demonstrated in the study below. 
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Results here appear to suggest a solid edge over the next several days.  With 93% 

showing further gains at some point in the next week, the reliability of the setup appears 

very good.  To get an idea of how the edge has played out over time I have run the equity 

curve below using a 4-day exit parameter. 

 

 

 

The slope has remained upwards for a long time.  While it isn’t perfectly smooth it does 

appear to confirm the upside edge suggested by the stats table. 

 

But we aren’t just at a short-term 10-day low.  The market is making a 50-day low as 

well.  When the market is hitting intermediate-term lows rather than just short-term lows 

then this pattern has struggled.  The study below demonstrates this. 
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And here is the equity curve using a 4-day exit. 

 

 

 

No edge is suggested here. 

 

Lastly let’s look at the curve when the market has just made a 10-day low but not a 20-

day low. 
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It appears the ideal setup here is one where the market is making short-term lows but not 

intermediate-term lows.  With intermediate-term lows now being made the bullish 

inclinations of the pattern are in question.  It no longer appears worthy of inclusion in 

the Aggregator. 

 

I have updated the AggregatorH chart below.    

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Without any new studies tonight the green Aggregator line is still strongly positive.  

Readings above 0 mean net expectations from the Active List are for upside over the next 

few days.  Meanwhile the black Differential Line is also well above 0. This means the 

SPX is short-term oversold versus expectations.  So net expectations are solidly bullish 

and the SPX is strongly oversold versus recent expectations.  This is considered a bullish 

configuration. Bullish configurations are visible on the chart whenever both lines close 

above 0.  This meant the Aggregator System remained long at the close. This was 

indicated as likely on the systems page shortly before the bell. 

 

Based on the current studies, expectations will remain positive on Tuesday. This is 

unlikely to change.  Meanwhile, the Differential Pivot will be slightly inverted at 

1,313.03 on Tuesday.  This is 0.2% below Monday's close.  An inverted pivot means that 

the Differential line will cross zero if the SPX closes flat. So for the market to remain 

oversold on Tuesday it will need to fall more than 0.2%. 

 

The inverted pivot indicates the Aggregator signal will change from long to either flat or 

neutral if the SPX does any better than a 0.2% decline. This would normally suggest that 

Tuesday would be a good time to think about taking some profits. I will take a small 

amount of my index position off the table on Tuesday if the SPX closes higher. I intend 

to hold on to a decent amount of it for a while longer. I'm looking to do this for a couple 
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of reasons. For one, the very high CBI suggests we may get more than just a quick 

bounce. So I'll probably hold a portion until the CBI gets back down around three. We 

are also coming off of an intermediate-term low after a sizable market decline. So there is 

a chance an intermediate-term rally could evolve from here. I'll be monitoring action over 

the next few days, looking for clues that an intermediate-term rally may be emerging. If 

that turns out to be the case, I may also hold a small portion a while longer. 

 

I have no interest, especially after a strong up day and with an inverted pivot, in looking 

to add more index exposure on Tuesday. There were however two new catapult signals 

that triggered. I will look to enter them. Details are in the Trade Ideas section near the 

bottom of the letter. 

 

 

Correction from last night 

In last night's letter I showed an intermediate-term study that looked at buying the SPX 

when the CBI rose to 10 or more and then holding that position for 20 days. 

Unfortunately, the results I showed were not correct. I made an error when running the 

study and used a CBI of 11 or higher rather than 10. The CBI did reach 11 on Friday, so 

it still would've triggered a study that used a filter of 11, but I meant to run it at 10. I 

reran the study today for a CBI level of 10. Those results are below. 

 

 

 
 

Results here are still very strong, but they are nowhere near the 100% success rate shown 

using a CBI filter of 11. Below are all of the individual instances. 



Hanna Capital Management, LLC                16 Hillcrest Rd., Medfield, Massachusetts   02052                            781-956-6952 
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There are a few disappointments on this list, but overall a CBI of 10 would still seem to 

indicate an intermediate-term upside edge. 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 5/21 – slightly bullish 

The intermediate-term outlook was last updated in the 5/21 letter.  To view it you may 

use the link below. 

 

2012-05-21 QE Subscriber Letter.pdf 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

HD –1/3 @ $50.11 (bought @ $47.00) 

APA– 1/3 @ $82.12(bought) 

KO– 1/3 @ $75.08(bought @ limit) 

APA– 1/3 @ $81.67(bought @ limit) 

KO– 1/3 @ $74.05(not filled) – 2
nd

 lot 

APA– 1/3 @ $80.52(not filled AND NO LONGER LOOKING FOR A FILL) 

C – 1/3 @ $26.01 (bought @ limit) 

UPS – 1/3 @ $74.03 (bought @ limit) 

New 

JPM – 1/3 @ $32.51 (buy @ limit) 

MS – 1/3 @ $13.19 (buy @ limit) 

 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 10/7 (HD, APA-3, KO-2, C, UPS, MS, JPM) 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMi0wNS0yMSBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzM3NTY2NDQ0LDAuMC4wLjAsMCwxN2M2Y2Y3NDBlZmExZTZjZTg3NTQ0NjAzNTFhNzc2MQ%3D%3D/2012-05-21%20QE%20Subscriber%20Letter.pdf
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. 

 

  

KO – buy 1/3 Catapult position @ $74.05 limit. – This is an unfilled trigger from last 

night.  This is based on the catapult signal listed above in the Catapult & CBI section.  It 

is the 2
nd

 lot. 

 

JPM – buy 1/3 Catapult position @ $32.51 limit. - This is based on the catapult signal 

listed above in the Catapult & CBI section.  It is the 1
st
 lot. 

 

MS – buy 1/3 Catapult position @ $13.19 limit. - This is based on the catapult signal 

listed above in the Catapult & CBI section.  It is the 1
st
 lot. 

 

 

 

Current Open Trade Ideas 

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

QQQ(1/4) 5/7/2012 $64.31 $62.51 -2.80% Aggregator

SPY(1/4) 5/9/2012 $135.74 $131.97 -2.78% sell on close >= $131.98

CAT(1/3) 5/15/2012 $93.61 $91.98 -1.74% sell on open

CAT(1/3) 5/16/2012 $92.68 $91.98 -0.76% sell on open

CAT(1/3) 5/17/2012 $91.02 $91.90 0.97% sell on open

APA(1/3) 5/17/2012 $82.12 $82.72 0.73% Catapult

APA(1/3) 5/18/2012 $81.67 $82.72 1.29% Catapult

KO(1/3) 5/18/2012 $75.12 $74.51 -0.81% Catapult

HD(1/3) 5/18/2012 $47.00 $47.62 1.32% Catapult

SPY(1/4) 5/18/2012 $130.86 $131.97 0.85% Aggregator

C(1/3) 5/21/2012 $26.01 $26.25 0.92% Catapult

UPS(1/3) 5/21/2012 $74.03 $74.64 0.82% Catapult

 

CAT reached its exit target at the close and should be sold at Tuesday’s open. 

 

APA is nearing its exit target.  Therefore I have removed the limit order on the 3
rd

 lot for 

the time being. 
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