
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  

 

December 19, 2012          Volume 5  Issue 242 
 

 
 

 
 

 

 
 

 
 

Market Overview 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Flat 50% Long XIV Flat Flat

 

 

Tonight’s Research Points 

 

 When the SPX hits a new high on strong breadth and strong volume that is 

typically a positive sign for the short-term. 

 

 

 

Short-term Outlook  

The Bottom Line 

The market is now strongly overbought on a short-term basis.  But evidence continues to 

point higher so it may be a difficult time to short.  I’m inclined to wait patiently until we 

see evidence turn bearish or the market pulls back to allow for a more favorable long 

entry. 

 

 

 

 



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

Summary of Recent Active Studies (see Letters from listed dates for details) 

Study Date Description T im e span Bias Avg Max Move

Active

December 19, 2012 10-high on strong breadth & vol 1  day Bullish

December 18, 2012 5-low to 10-high 1-2 days Bearish

December 12, 2012 5 days up > 200ma & < 50-high 1-10 days Bullish 2.00%

Active - Long Term

December 12, 2012 5 days up > 200ma & < 50-high 1-15 days Bullish 2.80%

October 15, 2012 Breadth not diverging at top int term Bullish

September 17 , 2012 QE3 int term Bullish

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

Decem ber 17, 2012 Decem ber OpEx 1-5 days Bullish 1.80%  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

The Evidence 

The strong move on Monday saw some nice continuation on Tuesday.  The SPX gained 

another 1.2% while the NASDAQ and the Russell 2000 rallied 1.5%.  Breadth was 

squarely positive as the NYSE Up Issues % was 72% and the Up Volume % came in at 

85%. Total NYSE volume was relatively high. 

 

Strong breadth and volume on a day where the SPX is hitting a new high has often been a 

positive sign. This was discussed in a study in the 1/4/11 Subscriber Letter. In this study I 

looked for both volume and breadth to come in at the highest levels in 10 days while the 

SPX was making a 10-day high.  I have updated that study tonight. 

 

 

 

We have a good sample size here and the results appear strong. But in looking at the 4-

day equity curve the picture does not appear as bright.   



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

 

 

Recent instances have failed to show gains, calling into question the strength of the edge.  

But while the 4-day curve is questionable, the 1-day still appears strong. 
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The persistent upslope here convinced me to add this study to the Active List as a 1-day 

edge. 

 

The December OpEx study from Sunday night has been removed from the active list 

since it has already hit its target. 

 

I have updated the AggregatorH chart below.    

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Tonight’s evidence caused the green Aggregator line to rise a bit further above 0. Positive 

readings mean net expectations from the Active List are for upside over the next few 

days. Meanwhile the black Differential Line is now squarely in negative territory thanks 

to the strong move up the last 2 days.  This means the SPX is overbought versus recent 

expectations.  So net expectations are positive but the SPX is well 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.   

 

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

course this could change if more bearish studies emerge.  The Differential Pivot will be 

1,413.77 on Wednesday.  This is about 2.3% below Tuesday’s close.  That would quite a 

decline for 1 day.  A more likely way to wear off the overbought condition would be a 

multi-day pullback or consolidation. 

 

I’m flat.  While expectations are bullish the strong overbought nature of the market has 

me waiting for a more favorable risk/reward setup.  I’ll re-evaluate nightly as I always 

do. 
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Intermediate-term Outlook (2 weeks – 2 months)– updated 12/17– bullish 

The intermediate-term outlook was last updated in the 12/17 letter.  Link below: 

 2012-12-17 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 

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

SPY(1/4) 12/14/2012 $142.11 $144.00 1.33% sold on open
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