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Market Overview 
 

 
 

 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long XIV Flat

 

 

 

Tonight’s Research Points 

 

 The VXO’s extended stretch below the 10ma suggests the SPX should decline in 

the next 1-2 days. 

 When an overbought market pulled back as little as it did today, it may not want 

to pullback at all, and has often continued higher over the next 1 to 2 days. 

 5 higher highs under similar circumstances in the past has often been followed by 

a pullback. 

 

 

 

Short-term Outlook  

The Bottom Line  

The market remains overbought, but the weight of the evidence still favors more upside.  

The Aggregator is neutral.  I am too.  
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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

February  13, 2014 SPX down but RSI(2) > 90 1-2 days Bullish

February  13, 2014 SPX 5 higher highs. No 20-high. 1-5 days Bearish

February  13, 2014 VXO 15% downstretch 3 days 1-2 days Bearish

February  12, 2014 SPX up 4 days. 3 > 1%. Close>200ma 1-3 days Bullish 1.70%

February  10, 2014 VIX high stretch to low stretch 1-8 days Bullish 2.70%

Active - Long Term

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

December 23, 2014 QE Tapering int term Neutral

December 2, 2013 Nasdaq leading SPX int term Bullish

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

February  1 , 2012 Golden Cross int term Bullish  
 

 

The Evidence 

Wednesday the market posted another higher high, but it failed to hold those gains 

through the end of the day.  In the end the SPX closed down 0.49 points, the Nasdaq 

gained 0.2%, and the Russell 2000 rose 0.3%.  Breadth was mixed as the NYSE Up 

Issues % came in at 52% and the Up Volume % was 48%. Total NYSE volume sank 

some from Tuesday’s level. 

 

Though the numbers appear moderate as compared to the last few days, Wednesday 

triggered a fair amount of studies worth talking about, and the indications from those 

studies were mixed. 

 

Wednesday marked the fifth day in a row that the S&P 500 made a higher high. Often 

after this occurs, the market will either pause or pullback. There were a few studies that 

looked at instances of five higher highs in the Quantifinder tonight. 

 

The study below was last updated in the 10/12/11 subscriber letter. It looks for times that 

the five higher highs failed to register a 20-day high. All statistics are updated. 
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Here we see what appears to be a bit of a downside edge. The profit curve using a 4-day 

exit strategy can be found below. 

 

 

 

The equity curve has curled up a bit lately, and that is something to keep watch on.  But 

for now I have decided to place the study on the Active List. 
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Wednesday we again saw the VIX and VXO close well below their recent mean.  Such 

stretches suggest a collapse in fear among investors.  The study below was last seen in 

the 12/27/13 subscriber letter. It looks for stretches of 15% or more that have persisted 

for three days.  

 

 

 

Based on the stats table there appears to be a downside inclination. I find the note at the 

bottom of the study to be especially interesting. Nearly every case has experienced an 

almost immediate pullback, but those that didn't went without pulling back for a long 

time. Below I have listed all instances assuming a 2-day exit strategy. 
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The fact that the average drawdown is over 3x the size of the average run-up is also 

worth considering. All in all it appears the stretched VXO is suggesting a short-term 

pullback. I have included this study on the active list 

 

But not everything favored the bears.  The recent string of positive closes has some 

oscillators strongly overbought short-term.  With such a small decline on Wednesday the 

SPX is still strongly overbought as measured by the 2-day RSI.  The 2-day RSI is a very 

sensitive indicator so it would take a very small decline from a very overbought position 

in order for it to remain above 90 on a down day.  This is what happened on Wednesday.  

It therefore triggered the below study from the 12/30/13 letter, which I have updated. 

 

 

 

The stats here are all appealing over the 1-2 day period.  Winning %, win/loss ratio, and 

profit factor all strongly favor the bulls.  Below is a profit curve assuming a 2-day 

holding period. 
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Results here are impressive.  I have added this study to the Active List. 

 

I have updated the AggregatorH chart below.   

  

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


 

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

P
ag

e8
 

 
 

The mixed evidence tonight caused the green Aggregator Line to dip some, but it still 

remains 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 still below 0.  

The negative Differential Line reading means the SPX is overbought versus recent 

expectations.  So expectations are positive but the SPX is 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 signal to remain flat.   

 

Based on the current open studies, expectations are slated to remain positive on 

Thursday.  Of course this could easily change if more bearish evidence emerges.  The 

Differential Pivot will be 1809.95 on Thursday. That is 0.5% below Wednesday's close.  

So it will take a close lower of at least this much in order for SPX to flip from overbought 

to oversold versus expectations. 

 

The mild market movement and the mix of studies has the Aggregator – and me- still 

with a neutral outlook.  I still have no interest in getting involved on the long side with 

the market this overbought, and no interest in the short-side  unless bearish evidence 

strengthens.  So it remains a waiting game for me. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 2/10 – neutral 

The intermediate-term outlook was last updated in the 2/3 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 

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 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. 

 

None tonight. 

  
 

 

 

 

Current Open Trade Ideas 

None 
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