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Market Overview 
 

 
 

 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Long

 

 

 

Tonight’s Research Points 

 

 3-day pullbacks going into a Tuesday have been strongly prone to upside 

reversals. 

 20-day lows have often been followed by bounces. 

 The combination of the 2 above has been even more impressive over a 2-week 

period. 

 The weaker the close on Tuesday, the more bullish the Fed Day setup for 

Wednesday. 

 

 

Short-term Outlook  

The Bottom Line  

Evidence appears strongly bullish for the next few days.  I’m long and looking to get 

longer. 
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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 - Short Term

January  28, 2014 3nd dn Turnaround Tuesday 1-4 day s Bullish 2.10%

January  27 , 2014 2 unfilled gaps dn > 200ma 1-6 day s Bullish

January  27 , 2014 Friday  down 1 .5x  20-day  ATR 1-6 day s Bullish

Active - Long Term

January  27 , 2014 2 unfilled dn gaps & 5-low > 200 1-10 day s Bullish

December 23, 2014 QE Tapering int term Neutral

December 18, 2013 4 Hindenburg Triggers 1  - 35 day s Bearish -7.00%

December 2, 2013 Nasdaq leading SPX int term Bullish

October 21, 2013 7 0% Advancing Issues 3 Day s In Row 1-7 5 day s Bullish 10.60%

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

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

January  14, 2014 1% drop bad breadth 1-9 day s Bullish 3.10%

January  27 , 2014 VIX 35% over 10ma 1 day Bullish

January  27 , 2014 Strong drop through 50ma 1 day Bullish  
 

 

The Evidence 

The market sold off again on Monday, despite evidence suggesting a bounce is near.  The 

SPX finished down 0.5%, the Nasdaq lost 1.1% and the Russell 2000 declined 1.4%.  

Breadth was weak as the NYSE Up Issues % was 26% and the Up Volume % was 30%. 

Total NYSE volume sank quite a bit from Friday’s extra-large reading. 

 

Several studies again triggered in the Quantifinder tonight.    Below I have decided to 

discuss the most compelling ones.  I've discussed many times in the past that Tuesdays 

have a well-earned reputation for being a day when the market will often halt a decline.  

The study below is one from the larger Turnaround Tuesday study published in the 

9/25/12 blog and Subscriber Letter. All statistics are updated. 

 

 
 

http://quantifiableedges.com/569/turnaround-tuesdays-revisited/
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As you can see the market has strongly favored a quick move higher.  And when that 

move hasn’t happened on Tuesday it has often happened in the next few days.  Below is 

an equity curve showing a 4-day exit strategy. 

 

 
 

While the strength of the edge has oscillated some it has provided fairly consistent results 

over time.  Certainly this study seems to suggest an upside edge. 

 

Not only did SPX close down for the 3
rd

 day in a row, but it also closed at a 20-day low.  

In the 6/6/13 Letter I looked at 20-day lows during uptrends.  I found that they often 

provided an opportune to for a long entry.  The results table from that study is updated 

below. 
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Here too we see a tendency to bounce.  So tonight I thought about combining the 20-day 

low with the Turnaround Tuesday. 

 

 

 

Results here appear even a bit better.  Below is a profit curve using a 4-day exit strategy. 

 



 

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

P
ag

e5
 

 

 

The curve is a bit choppy but it certainly seems to point upwards. 

 

Lastly, I wondered how it might look if I combined the 3 down days with the 20-day low 

and the Turnaround Tuesday.  This last study table may be found below. 
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The added filters have reduced the number of instances so that there are just a small 

number at this point.  Still, 2 weeks out they’ve been a perfect 10 for 10.  And just a few 

days out the numbers are appealing as well.  Below is the full list of instances using a 4-

day exit strategy. 

 

 

 

I intend to use the broader study to generate expectations.  But the perfect 10 for 10 two 

weeks out made this study worth showing in my eyes. 

 

One thing traders may want to keep in mind on Tuesday is that Wednesday is a Fed Day.  

Fed Days have historically shown a bullish inclination.  One of the more compelling 

studies I featured in The Quantifiable Edges Guide to Fed Days examined Fed Day 

performance based on the quartile that the SPY closed in of the daily range.  The basic 

finding was that the worse the close, the better the Fed Day edge.  I last updated the 

studies by quartile in the 12/17/13 letter.  Below are the 4 quartiles from highest to lowest 

in the daily range (not updated tonight). 
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What was true 3.5 years ago when I first devised this study holds true today: the worse 

the close, the better the edge.  It should also be noted that the bullish inclinations of Fed 

Days have basically played out prior to the actual Fed announcement.  Traders that may 

look to trade the Fed Day edge could consider taking an exit ahead of the Wednesday 

afternoon announcement. 

 

I have updated the AggregatorH chart below.   

  

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Tonight’s bullish studies helped the green Aggregator Line remain well above 0.  Positive 

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

days. Meanwhile the continued selloff caused the black Differential Line to hit its highest 

level in a long time.  The positive Differential Line reading means the SPX is oversold 

versus recent expectations.  So expectations are positive and the SPX is strongly 

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.   

 

With everything short-term pointing up, expectations are slated to remain positive on 

Tuesday.  This is unlikely to change without extremely compelling bearish evidence 

emerging.  The Differential Pivot will be 1827.91 on Tuesday.  That is 2.6% above 

Monday’s close. The chances of that happening on Tuesday are very remote.  For the 

SPX to move from oversold to overbought it will likely take a multi-day rally or 

consolidation.      

 

I liked the long side yesterday and I like it again today.  I took on some long exposure on 

Monday.  I will continue to look to add to it again on Tuesday.  Details are in the Trade 

Ideas section down below. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 1/27 – somewhat bullish 

The intermediate-term outlook was last updated in the 1/27 Letter.  It can be found in the 

most recent weekly letter on the website. 

http://quantifiableedges.com/current-weekly-letter/ 

 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

New 

COF – 1/3 @ $69.95(buy @ limit) 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 1(COF) 

 

 

Additional New Trade Ideas 

A full listing of system triggers can be found at the numbered systems 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. 

 

COF – buy 1/3 Catapult position @ $69.95 LIMIT.  This is a catapult system trigger.  

More about the Catapult System and CBI can be found in the recently updated Catapult 

& CBI presentation on the Videos page or on the Catapult System page. 

 

SPY – buy ¼ index position @ $177.75 LIMIT ON CLOSE IF SPY closes in bottom 

25% of daily range.  I’ll take on a 3
rd

 lot of SPY if it closes down a bit and near the 

bottom of its daily range.  I will likely exit this lot before the Fed announcement on 

Wednesday. 

 

 

 

 

 

 

 

 

 
 

 

 

 

http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
http://quantifiableedges.com/educational-videos/
http://quantifiableedges.com/catapult-system/
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Current Open Trade Ideas 

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

SPY(1/4) 1/27/2014 $178.89 $178.01 -0.49% bought on open

SPY(1/4) 1/27/2014 $178.01 $178.01 0.00% bought on close
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