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Market Overview 
 

 
 

  
Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Flat 50% Long XIV Flat Flat

 

Tonight’s Research Points 

 SPX and VIX up 2 days in a row with SPX at a 50-day high suggests a pullback. 

 3 unfilled up gaps has been rare, but often followed by a decline the next day. 

 

 

Short-term Outlook  

The Bottom Line 

Very little changed on Tuesday.  Evidence remains mixed.  The Aggregator measures it 

out with a slight bullish tilt.  The SPX is strongly overbought.  I don’t see a clear and 

sizable edge and am therefore sidelined. 
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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

August 8, 2012 SPY  3 unfilled up gaps. 1  day Bearish

August 8, 2012 VIX up &SPX up 2x. SPX 50-high. 1-3 day s Bearish -1.30%

August 7 , 2012 SPY  double unfilled gap up. 50-high. 1-3 day s Bullish 1.00%

August 7 , 2012 SPY  unfilled gap up. 20-hi. Close<open. 1-3 day s Bullish 1.10%

August 7 , 2012 SPY  20-low vol 50-high price 1-2 day s Bearish -1.10%

August 6, 2012 SPX 50-day  high on 90% up vol 1-5 day s Bullish 2.50%

August 6, 2012 1% unfilled up gap. Close up > 200. 50hi 1-3 day s Bearish

Active - Long Term

July  30, 2012 SPX 50-day  high on 90% up vol 1-50 day s Bullish

July  16, 2012 POMO modestly  bullish int term Bullish

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

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

August 2, 2012 Down 2+ on a Fed Day 1-6 days Bullish 2.10%

August 1, 2012 Downlast 2 of up m onth 1-5 days Bullish 2.00%  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

The Evidence 

Tuesday looked a lot like Monday.  A sizable gap up led to further intraday gains, and 

then a late-day tumble left the market back down near the bottom of its intraday range – 

but still positive.  The SPX ended with a gain of 0.5% while the Nasdaq and the Russell 

2000 each rose 0.9%. Breadth was positive as the NYSE Up Issues % came in at 64% 

and the Up Volume % was 66%.  Total NYSE rose a bit from Monday’s depressed level. 

 

The SPX and VIX both closed higher for the 2
nd

 day in a row.  This triggered a number of 

bearish studies tonight.  On its own, 2 up days for both has suggested a bearish edge.  But 

when you throw in a 50-day high close as I did in the 4/3/12 subscriber letter, the 

downside edge is even more compelling.  Below I have updated the results for that study. 
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Stats remain squarely bearish.  Below I have listed all 16 instances assuming a 3-day exit 

strategy. 

 

 

 

The record appears fairly impressive.  Risk/reward favors the bears nicely with the 

average drawdown (-1.3%) over 2x the average run-up (0.6%).  This study is a bit more 

powerful than last night’s VIX study.  I have therefore replaced last night’s study on the 

Active List with this one. 
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I also find it notable that Tuesday marked the 3rd day in a row that the SPY posted an 

unfilled up gap. This has rarely happened since the SPY began trading in 1993.  The 

study below examined other instances and was last seen in the 3/12/12 letter.  Results are 

updated. 

 

 

 

On average we’ve only seen this occur about once every 2 years. In every case except the 

last one in March there has been a move lower in the next day or two. Statistics strongly 

favor the downside. I listed below all 11 instances along with their day 1 returns. 
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I find it especially interesting that so many instances gapped down and never filled the 

next day after 3 consecutive unfilled up-gaps.  The 2 instances that did manage to close 

higher only squeaked out a gain of less than 0.1% - and in both cases the intraday 

drawdowns were larger than the intraday runups. 

 

In addition to the two bearish studies triggering tonight, we also saw two bullish studies 

hit their targets and get removed the Active List. 

 

I have updated the AggregatorH chart below.    

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Despite the bearish studies we saw tonight the green Aggregator Line managed to hold 

just above 0. Positive readings mean net expectations from the Active List are for upside 

over the next few days. Meanwhile the black Differential Line moved further below 0.  

This means the SPX is strongly overbought versus recent expectations.  So net 

expectations are bullish but the SPX is very overbought.  This is considered a neutral 

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

on opposite sides of 0.  This caused the Aggregator System to remain flat at the close.  

This was indicated on the Systems page shortly before the bell.   

 

Based on the current studies, expectations are slated to remain bullish on Wednesday.  Of 

course that could change if more bearish evidence emerges.  The Differential Pivot will 

be 1,396.34 on Wednesday.  This is 0.4% below Tuesday’s close. So SPX would only 

need to close down this much in order to move from overbought to oversold versus 

expectations. 

 

One-day expectations are again negative while the 3-day are positive.  This is why the 1-

day risk reward reading at the top of the letter is negative rather than neutral.  There may 

be a very short-term downside opportunity here.  But while the market is strongly 

overbought now, it won’t take much of a drop on Wednesday for this to change.  This 
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suggests downside opportunity is limited.  If I had to bet, I would bet short.  But nothing 

says I have to.  I choose not to bet on marginal edges, and that appears to be the situation 

we are currently in.  I’ll continue to wait. 

 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 8/6– bullish 

The intermediate-term outlook was last updated in the 8/6 letter.  A link is below: 

2012-08-06 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. 

 

None tonight.   

 

Current Open Trade Ideas 

None. 

 

 

 

 
This report has been prepared by Hanna Capital Management, LLC and is provided for information purposes only.  Under no 

circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy securities.  While information 

contained herein is believed to be accurate at the time of publication, we make no representation as to the accuracy or completeness of 
any data, studies, or opinions expressed and it should not be relied upon as such.  Robert Hanna, Hanna Capital Management, LLC or 

clients of Hanna Capital Management, LLC may have positions or other interests in securities (including derivatives) directly or 

indirectly which are the subject of this report.  This report is provided solely for the information of Hanna Capital Management, LLC 
clients and prospects who are expected to make their own investment decisions without reliance upon this report.  Neither Hanna 

Capital Management, LLC nor any officer or employee of Hanna Capital Management, LLC accepts any liability whatsoever for any 

direct or consequential loss arising from any use of this report or its contents.  This report may not be reproduced, distributed or 
published by any recipient for any purpose without the prior express consent of Hanna Capital Management, LLC.  
 

Copyright © 2012 Hanna Capital Management, LLC. 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMi0wOC0wNiBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzQ0MDk2NzcwLDAuMC4wLjAsMCxjNGM3ZGVhMTBlYjI1YzMxMjhiOTZkZjg0YzRmZWRiMg%3D%3D/2012-08-06%20QE%20Subscriber%20Letter.pdf
http://www.quantifiableedges.com/videos/QE20100621.html
http://www.quantifiableedges.com/members/systems.php

