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Market Overview 
 

 
 

 
 

 
 

 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long XIV Flat

 

 

Tonight’s Research Points 

  

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

brief pullback. 

 Thursday’s moderately higher volume is not encouraging on a breakout day. 

 The SPX has moved from a 50-day low to a 50-day high in just 2 short weeks.  

Past occurrences have led to bullish returns over the short and intermediate-term. 

 

 

 

 

Short-term Outlook  

The Bottom Line  

Mixed evidence tonight leaves the overall estimates still pointing higher.  And SPX 

remains overbought.  And that leaves me short-term neutral. 
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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 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

August 22, 2014 SPY  > 5ma 10 day s & 10-day  high 1-2 day s Bearish

August 22, 2014 50-low to 50-high in 2 weeks 1-5 day s Bullish 2.80% 0.90% -1.90%

August 18, 2014 SPX up 1%-2% opex week 1-5 day s Bearish -1.40% 0.80% 1.60%

August 14, 2014 VIX 10% > 10ma to 10% < in 4 day s 1-8 day s Bullish 2.60% -1.00% -2.00%

Active - Long Term

August 22, 2014 50-low to 50-high in 2 weeks 1-17  day s Bullish 5.40% 0.90% -1.90%

August 20, 2014 SPX RSI(2) crosses over 99 1-15 day s Bullish 2.40% -1.50% -2.90%

August 11 , 2014 4-high after 20-low > 200ma 1-19 day s Bullish 3.80% -1.90% -4.20%

August 4, 2014 CBI >= 11 . 1-20 day s Bullish 4.00%

June 2, 2014 NASDAQ leading SPX int term Bullish

April 28, 2014 Sell in May  6 months Bearish

December 23, 2013 QE Tapering int term Neutral

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

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

August 15, 2014 SPY  top 10% 10-day  range Opex Thurs 1-4 day s Bearish -1.40% 0.70% 1.50%  
 

 

The Evidence 

Thursday saw the market continue higher and make new highs.  The SPX rose 0.3%, the 

NASDAQ gained 0.1% and the Russell 2000 closed up 0.2%.  Breadth was positive as 

the NYSE Up Issues % came in at 59% and the Up Volume % was 60%. Total NYSE 

volume rose from Wednesday’s level, but was not particularly high. 

 

SPY has now gone 10 days without closing below its 5ma. The study below was last seen 

in the 6/9/14 subscriber letter.  It looks at other instances in which the market traded 

above the 5ma for at least 2 weeks and closed at a 10-day high. It triggered again and I 

have updated the results. 

 

  

 

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. 

 



 

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

P
ag

e3
 

 

 

The line may be flattening out a bit here, but I think it is too soon to throw away this 

study.  It has generally headed from upper left to lower right for a long time and certainly 

appears worthy of consideration.  I have added this study to the Active List tonight. 

 

In last night’s letter I discussed the SPY breakout, and showed how it would have been a 

more powerful setup if it occurred with an unfilled up gap.  Thursday we saw SPX 

breakout to new highs.  One measurement that can provide clues when SPX breaks out to 

a new high after a basing period is volume.  I’ve discussed volume on breakouts a 

number of times in the past, including in the 2/28/14 letter.  For a breakout to have a good 

chance of success you generally want volume to come in either 1) lower than the day 

before, or 2) extremely high.  Moderate but increasing volume is the worst scenario.  And 

unfortunately that is what we are faced with.  To see why I say this, take a look at the 3 

studies below.  The first one examines new breakouts that occur on declining volume. 
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Numbers here appear pretty solid, with add-on buying typically coming in during the next 

week.  Next let’s look at times where there was extremely strong volume (20-day high 

volume). 
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Numbers here are quite similar, with the first week getting solid follow-through buying 

once again.  But now let’s look at the current set-up: rising but moderate volume. 
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This does not appear to suggest any edge over the next 1-4 weeks.  It puts a little damper 

on the breakout enthusiasm. 

 

But there was one thing about this breakout that was remarkable and worth noting.  That 

is the fact that Thursday’s 50-day high close came just 2 weeks after SPX closed at a 50-

day low.  That’s quite rare to see.  The last time we saw a move from a 50-day low to a 

50-day high occur so quickly was in October of 2011.  The study below is from the 

10/17/11 letter and it examines such sharp moves.  All stats are updated.   
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There have only been 6 occurrences but the stats are overwhelmingly bullish over the 

next month.  The profit maxes out on day 17 in the table above.  To getting a better feel 

for the instances I have listed them all below along with their 17-day stats. 

 

 
 

Six instances is the absolute minimum I will allow to consider a study – and only if it is 

unanimous. The stats above are incredibly lopsided, so it seems it may be worth some 

consideration.  The average run-up of the 6 instances is over 5x the size of the average 

drawdown, and every instance saw a run-up of at least 2x its drawdown.  That’s 

impressive. 
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Overall, this breakout is less than ideal.  There was no breakaway gap for SPY on 

Wednesday, and the NYSE volume pattern was weak on Thursday.  But the momentum 

certainly appears to favor the bull case.  After seeing the CBI spike to 11 in early August 

the market has shown the kind of strength that often begets more strength.  This was first 

seen in the strong initial move off the 20-day low (to a 4-day high in one day).  The sharp 

reversal in the VIX, the SPX RSI(2) moving over 99, and now the quick trip from a 50-

day low to a 50-day high are all giving the same message: the strength appears real and is 

likely to remain a while longer. 

 

I have updated the AggregatorH chart below.   

 

 
 

The green Aggregator Line moved a little higher tonight and is now 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 stayed under 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 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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configuration. Neutral configurations are visible on the chart whenever both lines close 

on opposite sides of 0.  Therefore the Aggregator signal stayed flat at the close.   

 

Based on the current active studies, expectations are again set to remain positive on 

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

Pivot will be 1985.06 on Friday. That is 0.4% below Thursday’s close.  So for SPX to 

move from overbought to oversold versus expectations on Friday it is going to need to 

close down at least 0.4%. 

 

Evidence, while mixed, continues to point higher.  Of course I prefer waiting for 

pullbacks to get long for my swing trading.  So although I have not been able to that for 

several days, the continued bullish clues have kept me from attempting to short.  And I 

am becoming less and less inclined to consider shorts with momentum as strong as it has 

been.  So I’ll remain in a neutral state and awaiting a better entry position before taking 

on new exposure.  

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 8/18 – slightly bullish 

The intermediate-term outlook was last updated in the 8/18/14 Letter.  It can be found in 

the most recent weekly letter on the website. 

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

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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


 

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

P
ag

e1
0

 

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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