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Market Overview 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Long 100% Long XIV Long Long

 

 

Tonight’s Research Points 

 

 The Friday before Labor Day has been seasonally strong. 

 A 2-day rise in SPY that fails to make up the losses of the previous day has often 

been followed by more short-term buying when the market has been in an 

uptrend. 

 

 

 

Short-term Outlook  

The Bottom Line  

Despite being a little slow so far, the bounce still looks ok.  Bearish evidence has not yet 

emerged and more upside seems likely in the next few days.  But another up day Friday 

would likely put SPX in an overbought state and with me looking to take profits. 
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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 30, 2013 Friday  before Labor Day 1 day Bullish

August 30, 2013 Up2 < 3 ago from 20-day  low 1-3 days Bullish

August 29, 2013 Bounce from 20-low 1-6 days Bullish 2.40%

August 28, 2013 System 1100524 1-7  days Bullish

August 28, 2013 Unfill gap > 200. Close low 25% range. 1-8 days Bullish 3.30%

Active - Long Term

August 12, 2013 Hindenburg Omen cluster 1-50 days Bearish -8.60%

July  22, 2013 New High Divergence (Study  of Tops) int term Bearish

June 28, 2013 7 0% Advancing Issues 3 Days In Row 1-85 days Bullish 10.60%

May 6, 2013 Nasdaq leading SPX int term Bullish

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  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

The Evidence 

In a move similar to Wednesday, the market tried to rally, but an afternoon fade left the 

numbers less impressive than they looked midday.  The SPX rose 0.2%, the NASDAQ 

closed up 0.75%, and the Russell 2000 gained 1.0%.  Breadth was squarely positive as 

the NYSE Up Issues % was 64% and the Up Volume % was also 64%. Volume pulled 

back for the 2
nd

 day in a row. 

 

The Friday before Labor Day has long been a strong seasonal day for the market.  Below 

is a stats table based on buying the Thursday before Labor Day and selling the close on 

Friday.  This study last appeared in the 8/31/12 Letter and is updated. 
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With 71% of the days finishing higher, a profit factor of over 2.5, and an average trade of 

0.3% the stats are quite compelling.  Below you can see how the edge has evolved over 

time. 

 

 

 

While the 60s and 70s appear a little stronger the upside edge certainly appears to be 

intact. 

 

The study below was last seen in the 2/7/13 Letter. It looked at times the SPY bounced up 

2 days in a row but still failed to close above the close of 3 days ago.  Stats here are all 

updated. 
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The stats appear to suggest a mild upside edge over the 1
st
 2 days.  Below is an equity 

curve using a 2-day exit strategy. 

 

 

 

There have been a few dips in the curve but overall it seems pretty solid. 

 

In that 2/7/13 I also thought it would be interesting to see what happened those times 

when the 2-day rally was strong enough to close above the close of 3 days ago.  So 
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keeping the other parameters the same, I changed that one.  Those results are below, but 

not updated. 

 

 

 

As you can see, that small change makes a big difference.  Two days out total gains are 

less despite the fact that there are about 5 times as many instances.  And the profit curves 

here look more like drift than any consistent edge. 

 

The fact that the market has had this bounce coming off of a 20-day low suggests an even 

stronger upside tendency.  This was something I last showed in the 6/6/12 Letter, and 

have updated below. 

 

 

 

Instances are a bit low here, but the stats are fairly compelling.  Below I have listed all 

instances for a 4-day holding period. 
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The individual results here are quite impressive.  All 10 of the instances that closed 

higher 4 days later did so by at least 1%.  So the intermediate-term low has often been a 

launching pad. 

 

I don’t love the fact that the bounce is a little weaker than usual so far.  We have seen the 

market fade in the afternoon both of the last 2 days.  I believe that may be largely due to 

the combination of 1) geopolitical risk with a possible looming U.S. involvement in 

Syria, and 2) the fact that many traders are on vacation the last week in August.  We are 

coming from a low area where you might otherwise see “panic buying”.  But volume is 

not here and there is no one looking to getting strongly aggressive in this political 

environment.  So there has not been the kind of afternoon follow through the last couple 

of days that you would often see in a bounce from an intermediate-term low.  There is 
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probably a decent chance the market could fade into the afternoon tomorrow as well with 

the long weekend coming up.   

 

Of course the good news is the studies.  Despite the fact that the bounce has not been as 

strong as you normally get, the “2 days up but still below the close 3 days ago” studies 

still show a decent upside edge. 

 

I have updated the AggregatorH chart below.   

  

 
 

With more bullish evidence being added tonight the green Aggregator Line held firmly 

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 also still strongly above 

0.  The positive Differential Line reading means the SPX is oversold versus recent 

expectations.  So expectations are positive and the SPX is oversold. This is considered a 

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

close above 0.  This caused the Aggregator signal to remain long at the close.   

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html


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

With bearish short-term studies lacking, expectations are slated to remain positive again 

on Friday.  Of course this could change if strong bearish evidence emerges.  The 

Differential Pivot will be 1638.74 on Friday.  That is barely over half a point above 

Thursday’s close.  This means that just about any higher close will see SPX turn from 

oversold to overbought versus short-term expectations.  And any down close will keep 

SPX oversold.   

 

There still may be some more room to the upside here.  One more up day and we’ll be 

overbought, though.  I’m not inclined to add any new index exposure at this point.  If the 

market does manage to rally on Friday, I’ll look to take profits at that time.  SPX would 

be back to overbought.  And with news-risk and a long weekend on tap, I’d be happy to 

take my profits and await the next opportunity. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 8/26 – somewhat bullish 

The intermediate-term outlook was last updated in the 8/26 letter.  Link below: 

 2013-08-26 QE Subscriber Letter.pdf 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

KO – 1/3 @ $38.28 limit (filled) 

CSCO – 1/3 @$23.49 limit (filled) 

CSCO – 1/3 @$23.44 limit (2
nd

 lot) – not yet filled 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 3(KO, CSCO-2) 

 

 

 

 

 

 

 

 

 

 

 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMy0wOC0yNiBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzc3NTgwNzU5LDAuMC4wLjAsMCwsMjYxNTI4YTExYjAwNDNiMDY2YmExZmZmZjM5MWFkMDM%3D/2013-08-26%20QE%20Subscriber%20Letter.pdf
http://www.quantifiableedges.com/videos/QE20100621.html
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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. 

 

 

CSCO – buy 1/3 Catapult position @ $23.00 LIMIT ON OPEN.  If not filled on 

open, cancel order and look to buy @ $23.44 LIMIT ON CLOSE.  This is from the 

Catapult & CBI section above.  I did not get filled on the 2
nd

 lot of CSCO on Thursday.  

If we close down again on Friday, or if we are presented with a big gap down to buy into, 

then I will add this 2
nd

 lot. 

 

 

Current Open Trade Ideas 

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

KO(1/3) 8/22/2013 $38.28 $38.10 -0.47% sell on open

CSCO(1/3) 8/28/2013 $23.49 $23.45 -0.17% Catapult

SPY (1/4) 8/28/2013 $163.26 $164.17 0.56% sell on close >= $164.24 

 
 

 

KO barely hit its exit trigger Thursday morning before floundering around and finishing 

at its low in the afternoon.  As is the standard protocol on a Catapult, I will look to exit at 

Friday’s open. 
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