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

 QUANTIFIABLE EDGES  

SUBSCRIBER LETTER 
A S S E S S I N G  M A R K E T  A C T I O N  W I T H  I N D I C A T O R S  A N D  H I S T O R Y  

 

June 22, 2012           Volume 5  Issue 120 
 

 
 

 
 
 

 
 

 
 

Market Overview 
 
 

 

  
Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Long 100% Long XIV Flat Flat

 

Tonight’s Research Points 

 When SPY goes over two weeks without closing at a five day low, the first five 

day low can often be bought and held for a short-term profit. 

 2% down days during uptrends used to provide a very favorable edge. In recent 

years there hasn't seemed to be any edge. 

 

 

Short-term Outlook  

The Bottom Line 

The Aggregator flipped from bearish to bullish with Thursday's big selloff. I will look to 

take advantage of this with a small long position. Evidence is not overly compelling 

though, so I will keep my exposure small for now. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

Study Date Description T im e span Bias Avg Max Move

Active

June 22, 2012 SPY  closes at 5-day  low 1st time > 2 wks 1-4 days Bullish 1.60%

June 19, 2012 SPY  low vol 20, high price 10. 1-4 days Bearish

June 18, 2012 SPX up 1%-2% opex week 1-5 days Bearish -1.40%

Active - Long Term

June 18, 2012 POMO modestly  bullish int term slight bull

June 13, 2012 FTD with modest breadth & vol int term Bearish

June 12, 2012 SPY  3high, 3low, 3low close. 1-10 days Bullish 3.30%

June 7 , 2012 90% up day  on 3rd day  of rally 1-14 days Bullish

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

June 18, 2012 SPY  low vol. VIX low close. Opex. 1-4 days Bearish -1.90%

June 21, 2012 VXO > 15% below 10m a for 3 days 1-2 days Bearish -1.85%  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

The Evidence 

The market had been giving signs that it was likely to pull back.  But I had been hesitant 

to enter with the QE Buying Power Index high and a Fed Day approaching.  Those 

conditions were relieved on Wednesday and the market started to pull back.  Thursday 

the selloff kicked in to full gear.  The SPX fell 2.2%, the Nasdaq lost 2.4% and the 

Russell 2000 declined 2.5%. Breadth was strongly negative as the NYSE Up Issues % 

came in at 19% and the Up Volume % was just 6%.  Total NYSE volume rose to the 2
nd

 

highest level in the last 2 weeks – eclipsed by only last Friday’s op-ex day.   

 

Thursday was the 1
st
 time the SPY managed to close at a short-term low in a while.  In 

the 3/22/12 subscriber letter I showed a study that examined results when the SPY closed 

at a 5-day low for the 1
st
 time in over 2 weeks.  I have updated that study below. 
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Results here suggest a moderate upside edge.  With the 4-day exit appearing to be 

compelling from a % Profitable, Avg Trade, and Profit Factor standpoint I ran an equity 

curve with it. 
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After showing a pretty consistent upside edge for nearly 60 instances, it chopped a bit.  

Over the last 20 trades or so the edge seems to have reasserted itself.  The implication 

here is that steady moves higher normally wither before they die, and the market will 

likely experience a bounce in the next few days. 

 

There were a few fairly old studies identified by the Quantifinder that suggested a 1-day 

drop of the magnitude we saw on Thursday is often exhaustive when the market is above 

the 200ma.  Some common filters were 2% drops and poor finishes.  I combined a few 

requirements and came up with the below study. 

 

 

 

The stats table suggests a sizable upside edge from day 1 through the next couple of 

weeks.  But closer examination taught more about this setup.  The profit curves were less 

than desirable, and they all had a similar look.  Below is a curve using a 4-day holding 

period.  It typifies what I saw. 
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At one time I would have jumped all over this with a heavy long position.  But without 

any profits to speak of since the turn of the century, I am not even inclined to include this 

study on the Active List.  2% drops just ain’t what they used to be. 

 

I have updated the AggregatorH chart below.    

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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The Aggregator chart saw a big shift tonight.  The green Aggregator line turned up 

sharply and moved from negative to positive.  Readings above 0 mean net expectations 

from the Active List are for upside over the next few days.  Meanwhile the black 

Differential Line also jumped above zero. This means the SPX is short-term oversold 

versus expectations.  So net expectations are bullish and the SPX is 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 switched from short to long at the close. This was indicated as likely on the 

systems page before the bell. 

 

With both short-term bearish studies scheduled to expire on Friday expectations are set to 

remain positive.  Of course this could change if bearish evidence emerges.  Meanwhile, 

the Differential Pivot will be 1,351.05 on Friday.  To reach this level would take a rally 

of around 1.9%. That's an unlikely 1-day scenario. More likely is that we will need to see 

a multi-day advance or consolidation to work off this oversold condition.  

 

The Aggregator is now bullish, but evidence is somewhat muted. I'm not compelled to 

take on a large position. We could certainly see another day or so of selling before the 

bounce ensues. In fact, while 3-day expectations are bullish, Friday's prospects are 

basically neutral. I will look to enter a small long position on Friday if I can get a decent 

fill, but I will save most of my ammo for when evidence becomes more compelling. 
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Intermediate-term Outlook (2 weeks – 2 months)– updated 6/18 – neutral 

The intermediate-term outlook was last updated in the 6/18 letter.  A link is below: 

 2012-06-18 QE Subscriber Letter.pdf 

 

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 

 

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 1/4 index position @ $132.44 LIMIT. This is based on the short-term outlook 

above. As long as the market does not gap up and run higher without filling, I will look to 

take on some small exposure. 

 

Current Open Trade Ideas 

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

SPY(1/4)(s) 6/21/2012 $135.71 $132.44 2.41% shorted @limit/sold close

 

SPY was covered on the close as indicated in the intraday update sent to gold subscribers 

around 2:30pm EST. 
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