
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  

 

May 30, 2013          Volume 6  Issue 103 
 

 
 

 
 

 

 
 

 
 

Market Overview 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Long 100% Long XIV Flat Long

 

 

Tonight’s Research Points 

 

 The 2-day gap pattern is potentially short-term bearish. 

 The TICK Tomoscillator reading is extremely low and suggesting a market 

bounce. 

 

 

Short-term Outlook  

The Bottom Line  

The studies are still looking up and the market is back to oversold.  I have some long 

exposure and am looking to add to it on Thursday. 

 

. 
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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

May  30, 2013 SPX 10-low. TICKTom% < 1% 1 day Bullish

May  30, 2013 Unfill gap up. Unfill gap dn. 1-3 day s Bearish

May  28, 2013 2 unfilled gaps down. 5-low. 1-5 day s Bullish 1.80%

May  28, 2013 3 dn from 50-high. < 10ma &  > 10-low 1-5 day s Bullish 1.80%

May  24, 2013 1st 5-low is > 10 day s 1-4 day s Bullish 1.55%

May  23, 2013 3-hi. 3-low. 3-low close. Close > 200. 1-5 day s Bullish 2.10%

May  23, 2013 Double Outside Day 1-5 day s Bullish 1.90%

Active - Long Term

May  23, 2013 3-hi. 3-low. 3-low close. Close > 200. 1-15 day s Bullish 4.10%

May  9, 2013 Breadth Confirms Rally  (Study  of Tops) int term Bullish

May  6, 2013 Nasdaq leading SPX int term Bullish

April 29, 2013 Sell in May  unless Jan-April strong 1-6 months Bullish 6.80%

April 29, 2013 6 months higher in a row 1-10 months Bullish 14.30%

September 17 , 2012 QE3 int term Bullish

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

May  23, 2013 Big drop from 50-day  high 1-4 day s Bullish 1.20%  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

The Evidence 

Wednesday was weak from the start and never could recover from the morning damage.    

SPX lost 0.7%, the Nasdaq fell 0.6%, and the Russell 2000 closed down 1.0%.  Breadth 

was squarely negatove as the NYSE Up Issues % was 19% and the Up Volume % was 

34%. Total NYSE volume rose for the 2
nd

 day in a row. 

 

One indicator now providing some extreme readings that are typically followed by 

bounce is the TICK Tomoscillator.  The TICK Tomoscillator is the brain child of my 

friend and fellow market analyst, Tom McClellan of McClellan Financial Publications 

(click for Tom’s article on the indicator).  It uses the NYSE closing TICK readings to 

measure recent end-of-day sentiment.  I first introduced the TICK Tomoscillator in the 

4/19/11 subscriber letter. For those that are not familiar with the TICK Tomoscillator, 

you may find a detailed description in the May 13, 2011 blog.  The TICK Tomoscillator 

posted an extremely low reading of -236.82.  This pushed the Tomoscillator % Rank 

down below 1%, meaning this afternoon’s reading is among the lowest 1% in the last 

year. Subscribers may find Tomoscillator readings on the charts page every night.  Below 

you can see the Oscillator reading from tonight’s chart page: 

 

http://www.mcoscillator.com/learning_center/weekly_chart/tick_not_just_a_bloodsucking_insect/
http://www.mcoscillator.com/learning_center/weekly_chart/tick_not_just_a_bloodsucking_insect/
http://quantifiableedges.blogspot.com/2011/05/how-nyse-closing-tick-can-be-utilized.html
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The TICK Tomoscillator is also included in the QE Indicators/Functions for Tradestation 

package which can be downloaded by all subscribers for free.  

 

 

The study below uses the Tomoscillator % Rank reading rather than just the raw reading. 

It was last seen in the 6/13/11 Letter.  I updated the results. 

 

http://www.quantifiableedges.com/members/qeindicators.php
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While instances are a little low we see what appears to be a strong inclination for the 

market to bounce immediately, and then eventually follow through with more upside.  

Below is a list of all instances with a 1-day exit. 
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The TICK Tomoscillator suggests a good chance that the market closes up on Thursday. 

 

But some bearish evidence emerged as well.  The study below considers the last 2 days 

and the unfilled gaps that occurred.  It was last seen in the 11/8/12 letter, and it too has 

been updated. 

 



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

 

 

The 2-day pattern shown here hints at more downside.  Below is the equity curve 

assuming a 3-day  holding strategy. 

 

 

 

The edge certainly does not seem to be as pronounced as it once was, and there is some 

risk that the tide is turning.  At this point I still think it is worth considering as evidence.  

I will be keeping a close eye on this study going forward, though. 

 

I have updated the AggregatorH chart below.    

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Tonight the green Aggregator Line remained well above zero.  Positive readings mean 

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

the black Differential Line rose back above 0.  The positive Differential Line reading 

means the SPX is now oversold versus recent expectations.  So expectations are positive 

and the SPX is now short-term oversold. This is considered a bullish configuration. 

Bullish configurations are visible on the chart whenever both lines close above 0.  This 

caused the Aggregator system to turn back to long at the close.   

 

Based on the current studies, expectations are slated to remain positive on Thursday.  Of 

course this could change if strong bearish evidence emerges.  The Differential Pivot will 

be 1,660.74 on Thursday.  This is about 0.75% above Wednesday’s close.  So SPX will 

need to close higher of at least this much in order for the it to move from oversold back to 

overbought versus expectations.  

 

With the weight of the evidence still squarely positive and SPX now short-term oversold, 

I am inclined to up my long exposure.  The unfilled gap down hosed me on my attempt to 

take profits on Wednesday, but I will hold my current positions and then look to add 

more Catapults and more index exposure on Thursday if I can get favorable fills. 
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Intermediate-term Outlook (2 weeks – 2 months)– updated 5/28 –bullish 

The intermediate-term outlook was last updated in the 5/28/13 Letter.  Link below: 

2013-05-28 QE Subscriber Letter.pdf 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

SO – buy 1/3 @ $44.89 LIMIT (bought @ $44.67) 

New 

SO – buy 1/3 @ $44.26 LIMIT 

EXC – buy 1/3 @ $31.65 LIMIT 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 3(SO-2, EXC) 

 

 

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. 

 

 

SO – buy 1/3 Catapult position @ $44.26 limit.  This is a Catapult trade that I will 

looking to enter the 2
nd

 of 3 possible lots.   

 

EXC – buy 1/3 Catapult position @ $31.65 limit.  This is a Catapult trade that I will start 

scaling into.   

 

Catapults have been very volatile over the years.  I would encourage anyone interested in 

trading them to first explore them further.  Past performance is available on the Trade 

Idea Results sheet, which can be found on either the downloads page or the systems page.  

More information can also be found using the HCatapult & CBI Presentation Link 

 

SPY – buy ¼ index position @ $164.70 LIMIT ON CLOSE.  Based on the short-term 

outlook above, I will look to scale up if we get more selling on Thursday. 

 

 

 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMy0wNS0yOCBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzY5NzYxMzMyLDAuMC4wLjAsMCwsNDk4MTE3MDlkMjIyNjVmZmE1YWJkMDZhMjMxY2MxNTI%3D/2013-05-28%20QE%20Subscriber%20Letter.pdf
http://www.quantifiableedges.com/videos/QE20100621.html
http://www.quantifiableedges.com/members/systems.php
http://www.quantifiableedges.com/videos/QE20100621.html
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Current Open Trade Ideas 

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

SPY(1/4) 5/23/2013 $165.45 $165.22 -0.14% sell on SPX close> 1,660.73

SO (1/3) 5/29/2013 $44.67 $44.26 -0.92% bought on open
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