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Market Overview 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Short 100% Short SPY 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. 

 Bullish Fed Day inclinations have not held true when the market has closed at a 

20-day high and in the upper part of its daily range. 

 10 days above the 5ma and a new 10-day high suggest the market is due for a 

brief pullback. 

 

 

Short-term Outlook  

The Bottom Line  

Same story as the last couple of days.  The Aggregator continues to point bearish, but risk 

is high, liquidity is strong, and the intermediate-term outlook is bullish.  So I will not be 

attempting a short trade at this point.  

 

 

 

 

 

 

 

 



 

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

P
ag

e2
 

Summary of Recent Active Studies (see Letters from listed dates for details) 
Study Date Description T im e span Bias Avg Max Move

Active - Short Term

October 30, 2013 VIX up. SPX 50-high. Mon / 2 Days 1  day Bearish

October 30, 2013 SPY  > 5ma for 10 day . High close 10. 1-2 days Bearish

Active - Long Term

October 25, 2013 SPX > 50,2 Bollinger Band 1-50 days Bullish

October 24, 2013 5 up to 50-high, then 1  down 1-10 days Bullish 2.00%

October 21, 2013 7 0% Advancing Issues 3 Days In Row 1-7 5 days Bullish 10.60%

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

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

Dropped Tonight  

October 28, 2013 8-day  avg %R crosses over 7 5% 1-2 days Bearish  
 

 

The Evidence 

The major indices are not worried about the Fed announcement on Wednesday.  They 

rose again on Tuesday like they have almost every day lately.   The SPX closed up 0.6%, 

and the Nasdaq and Russell 2000 each gained 0.3%.  Breadth was positive as the NYSE 

Up Issues % was 60% and the Up Volume % was 64%. Total NYSE volume declined 

some from Monday’s level. 

 

A few VIX related studies triggered once again. The VIX most often will trade opposite 

SPX.  But today it rose along with it.  That’s not too unusual for one day, but the same 

thing also happened yesterday.  This triggered the study below which was last seen just a 

week ago in the 10/23/13 subscriber letter, and has been updated.   

 

 

 

The stats appear somewhat bearish.  While, 2-3 days have seen larger drops, their equity 

curves were not terribly appealing.  Below are both the 2-day and 1-day profit curves. 
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As you can see, the 1-day curve appears much steadier, and it is the timeframe that I 

decided to use for the study on the Active List.  Of course we also had a study still active 

from last night looking at SPX 50-days highs on a Monday when the VIX was closing up.  

I just combined this one and that one’s projections for purposes of the Aggregator and 

treated them as one study. 

 

SPY has now gone 14 days without closing below its 5ma. The study below is repeated 

from just 2 days ago in the 10/28/13 letter.  It looks at other instances in which the market 

has traded above the 5ma for at least 2 weeks and is now closing at a 10-day high. All 

results are updated. 

 

  

 

In the past this setup has commonly been followed by a short-term pullback. The 

downside edge doesn't last long, though. It seems to pretty much play itself out over the 

first 2 days. Below is an equity curve showing how the edge has evolved over time. It 

uses a 2-day exit strategy. 
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This one has been headed lower for a long time.  The persistency is impressive.  The 

recent bump up bears watching but is not of great concern just yet. 

 

Of course Wednesday is a Fed Day, and as I have documented over and over, Fed Days 

have a bullish tendency.  But current Fed Day inclinations do not appear as strong as they 

typically are.  Both closes in the upper part of the daily range, and intermediate-term 

highs can reduce the upside edge.  In the 5/1/13 subscriber letter I looked at the 

combination of a close in the upper end of the daily range along with a 20-day closing 

high. Results below are all updated. 
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Results here suggest no edge whatsoever.  Below is the equity curve. 

 

 

 

Fed Days under these conditions don't seem to provide the bullish edge they typically do 

otherwise. 
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So a couple of very short-term studies with mild bearish implications are being added to 

the Active List tonight. 

 

I have updated the AggregatorH chart below.   

  

 
 

Tonight the green Aggregator Line remained below 0. Negative readings mean net 

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

the black Differential Line is still below 0.  The negative Differential Line reading means 

the SPX is overbought versus recent expectations.  So expectations are negative and the 

SPX is overbought. This is considered a bearish configuration. Bearish configurations are 

visible on the chart whenever both lines close below 0.  This caused the Aggregator 

signal to remain short at the close.   

 

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

course this could easily change if new bullish evidence emerges.  The Differential Pivot 

will be 1758.16 on Wednesday.  That is 0.8% below Tuesday's close.  So SPX would 

need to decline at least this much in order to turn oversold on Wednesday. 

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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There are a lot of crosswinds right now.  Short-term the market is overbought, overdue 

for a pullback, and providing some evidence to suggest that is likely to play out in the 

next couple of days.  The 3/10 Offset HV, which I discussed in detail last night, remains 

very low, which suggests a sharp move could be on tap.  Additionally, we have a 

significant event that is going to occur on Wednesday in the form of an FOMC 

announcement.  The lead-up to the announcement is normally bullish, but as we saw in 

the study above, the bullish lead-up may have already exhausted itself.  Of course all of 

this is coming in an environment which has both very strong liquidity and momentum – 

an environment that has punished shorts over and over. 

 

My approach to trading is to basically wait for high probability scenarios with favorable 

risk/reward to emerge and then look to take advantage of them.  This just does not appear 

to be one of those scenarios.  So I will continue to wait.  And I will likely miss a sharp 

move tomorrow when the Fed makes their announcement.  But since I am not confident 

in the direction of that move, I have no desire to bet on it.  The most frustrating periods of 

time for me over the years were the ones where I got chewed up trying to trade 

environments where my strategies had no substantial, quantifiable edge.  So I gave up 

doing that a while ago, and both my account and my psyche have benefitted.  In other 

words, I’m just going to see how tomorrow plays out, and then I’ll evaluate all over 

again. No new positions are likely to be initiated at my desk. 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 10/28 – somewhat bullish 

The intermediate-term outlook was last updated in the 10/28 Letter.  Link below: 

 2013-10-28 QE Subscriber Letter.pdf 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMy0xMC0yOCBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzgzMDI0NTA4LDAuMC4wLjAsMCwsOTdjNDEwZWJlODkzMzhiNmE1ZTQxNTliNDAxMDk4Yzk%3D/2013-10-28%20QE%20Subscriber%20Letter.pdf


 

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

P
ag

e9
 

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. 
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http://www.quantifiableedges.com/videos/QE20100621.html
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