
 

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

P
ag

e1
 

 QUANTIFIABLE EDGES  

SUBSCRIBER LETTER 
A S S E S S I N G  M A R K E T  A C T I O N  W I T H  I N D I C A T O R S  A N D  H I S T O R Y  

 

September 24, 2014         Volume 7  Issue 180 
 

 
 

 
 

 

 
 

 
 

Market Overview 
 

 
 

 
 

 
 

 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Long

 

 

Tonight’s Research Points 

  

 The QE Buying Power System is signaling a buy. 

 The extremely low TICK Tomoscillator is suggesting a short-term bounce. 

 A 20-day closing low in an uptrend often marks a decent buying area. 

 

 

 

 

Short-term Outlook  

The Bottom Line  

The market is quite oversold on a short-term basis and evidence is now pointing higher.  I 

like this setup and am now looking to take on some long exposure. 

. 
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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

September 24, 2014 QE Buy ing Power Sy stem Long 1-6 day s Bullish

September 24, 2014 SPX 20-day  low > 200ma 1-7  day s Bullish

September 24, 2014 TICK Tomosc < -200. SPX 5-low 1-2 day s Bullish

September 22, 2014 The weakest week 1-4 day s Bearish

Active - Long Term

September 4, 2014 SPX 20-day  high. NDX biggest loss in 20 1-50 day s Bullish 6.50% -2.70% -5.10%

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  

Septem ber 19, 2014 SPX top 10% of 10-day range. Opex Thu1-4 days Bearish -1.40% 0.80% 1.50%  
 

 

The Evidence 

Tuesday was another rough day for the market. The SPX fell 0.6%, the NASDAQ 

declined 0.4%, and the Russell 2000 dropped 0.9%. Breadth was negative as the NYSE 

Up Issues % came in at 28% and the Up Volume % was 27%. Total NYSE volume fell a 

little from Monday’s level. 

 

The selloff triggered another long in the QE Buying Power System.  (The 3
rd

 one this 

month.)  This system looks to get long any time SPX closes in the bottom 20% of the 10-

day range and the QE Buying Power Index is >= 3 (the index is can be found on the 

charts page and has been maxed out at 5 for a long time).  It shorts whenever the QE 

Buying Power Index <= 0 and SPX closes in the top 20% of the 10-day range.  (Note: 

more information on the QE Buying Power Index and System can be found on the QE 

Buying Power Index Information Page.)  Below are long-only results for the simplified 

version of the system that just looks to exit when the index closes back above the 

midpoint of its (then current) 10-day range.   

 

http://quantifiableedges.com/qe-buying-power-index-information-page/
http://quantifiableedges.com/qe-buying-power-index-information-page/
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Some very strong stats here.  This suggests a substantial upside edge in buying pullbacks 

when you have also had strong liquidity.  And here is a look at the profit curve. 

 

 

 

The curve is as impressive as the stats, and serves as confirmation of the upside edge.  Of 

course, as I have discussed many times in recent weeks and months, POMO flows are 
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getting lighter. So this setup will have to be watched closely to make sure it is 

maintaining its effectiveness. So far, it is showing no sign of weakening. The last 13 

trades, and 20 of the last 21, have finished with positive results. This is the 10th signal 

that has triggered since the beginning of 2014 when the Fed began tapering.  At this point 

I feel I should give this setup the benefit of the doubt until signs of weakening do appear. 

 

SPX closed at a new 20-day low for the 1
st
 time since August.  Intermediate-term lows 

during a long-term uptrend will often suggest an upside edge.  The study below was last 

seen in the 12/12/13 Letter.  It looked at times the SPX closed at a 20-day low, but still 

above the 200ma. I have updated the results table. 

 

 

 

The stats since 1991 all appear to suggest an upside edge. The edge seems to persist for 

between 1-2 weeks. Another thing I did in that letter was to examine results using a 

reversion-based exit rather than a time-based exit. To do this I simply said that the trade 

would be held until SPX closed above its 10ma. Results of this "system" are below. 
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The winning percentage and profit factor are both impressive, and with the average trade 

making nearly 0.9% this study appears worth further consideration. Below is an equity 

curve showing how the edge has played out over time. 
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What I see here is a curve that suggests a strong, persistent edge over a long period of 

time. There as a dip in 2011 but the curve now appears to be squarely back on track. 

 

There was also a study that used the TICK TomOscillator.  The TICK TomOscillator is 

an indicator that uses recent closing TICK values to determine buying and selling interest 

at the end of the day.  It was developed by Tom McClellan 

(http://www.mcoscillator.com/) and I made a minor % Rank adjustment for 1 type of 

readings.  For those who would like to learn more about the TICK TomOscillator, 

including exactly how to calculate it, the link below is a good place to start. 

 

http://quantifiableedges.blogspot.com/2011/05/how-nyse-closing-tick-can-be-

utilized.html 

 

The study below looks for an extremely low reading in conjunction with a short-term 

oversold price condition during a long-term uptrend.  It last appeared in the 8/19/13 letter.  

I have updated it below. 

 

 

 

There has been a strong propensity for the market to bounce over the next 2 days.  Below 

is an equity curve that shows how the edge has played out over time. 

 

http://www.mcoscillator.com/
http://quantifiableedges.blogspot.com/2011/05/how-nyse-closing-tick-can-be-utilized.html
http://quantifiableedges.blogspot.com/2011/05/how-nyse-closing-tick-can-be-utilized.html


 

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

P
ag

e7
 

 

 

After an incredibly steady upslope, there were a few little stumbles in recent times.  The 

last couple of instances have been successful though.  I believe this study warrants 

consideration and have included on the Active List tonight. 

 

Subscribers that are Tradestation users and would like to place the TICK TomOscillator 

on their own charts may find it among the QE Indicators/Functions for Tradestation. 

code. 

 

I have updated the AggregatorH chart below.   

 

http://www.quantifiableedges.com/members/qeindicators.php
http://www.quantifiableedges.com/members/qeindicators.php
http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With the bullish studies tonight the green Aggregator Line jumped above 0. Positive 

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

days. Meanwhile the black Differential Line also closed 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.  Therefore the Aggregator signal turned long.   

 

Based on the current active studies, expectations are slated to remain bullish on 

Wednesday.  Of course this could change if new bearish evidence emerges.  The 

Differential Pivot will be 2004.33 on Wednesday. That is 1.1% above Tuesday’s close.  

So for SPX to move from oversold back to overbought it will need to close up at least 

1.1% on Tuesday.  That is a pretty tall order.  A more likely way to work off the oversold 

condition would be a multi-day rally or consolidation. 

 

Three days of selling has left the market short-term oversold and helped to generate 

ample evidence suggesting a probable bounce.  I will look to take advantage of this 

bounce by taking on some long exposure Wednesday (if I can get a good fill).  Details are 

in the Trade Ideas section down below. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 9/22– slightly bullish 

The intermediate-term outlook was last updated in the 9/22 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. 

 

SPY – buy ¼ index position @ $198.01 limit.  Based on short-term outlook above I will 

begin scaling in to a long position if I can get filled at Tuesday’s closing price or better. 

 

 
 

 

 

 

Current Open Trade Ideas 

None 
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