
 

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  

 

January 9, 2015         Volume 8  Issue 6  

 

 
 

 
 

 

 
 

 

Market Overview 
 

 

 
 

 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long XIV Flat

 

 

Tonight’s Research Points 

  

 Employment days have done very well since August of 2012. 

 

 

 

Short-term Outlook  

The Bottom Line  

Evidence still points up but the last 2 days have turned the market overbought.  So I am 

neutral and mostly sidelined. 
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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

January  9, 2015 Employ ment Day  hot streak 1 day Bullish

January  8, 2015 Unfill gap up from 10-low 1-4 day s Bullish 1.90% -1.20% -2.30%

Active - Long Term

December 26, 2014 5 up to 50-high then down 1  day 1-10 day s Bullish

December 19, 2014 Russell strong after Dec opex 1-10 day s Bullish

December 18, 2014 20-high volume on up day . Not opex 1-10 day s Bullish

December 18, 2014 20-low to 4-high 1-19 day s Bullish

December 17 , 2014 CBI >= 11 . 1-20 day s Bullish

December 9, 2014 Hindenburg Omens 1-35 day s Bearish

November 3, 2014 Best 6 Months 6 months Bullish

November 3, 2014 Quantitative Easing Ends int term Bearish

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

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

January 7, 2015 SPX down 5 days but > 20-day low 1-2 days Bullish

January 7, 2015 VIX 25% > 10m a 1-2 days Bullish

January 6, 2015 3 Lower High, Low, Close on Monday1-3 days Bullish

January 6, 2015 4 Days Down. Today's drop biggest1-3 days Bullish   
 

 

The Evidence 

Wednesday’s bounce accelerated on Thursday with strong gains all around.  The SPX 

and NASDAQ each rallied 1.8%, while the Russell 2000 gained 1.7%.   Breadth was 

strongly positive as the NYSE Up Issues % came in at 76% and the Up Volume % was 

84%. Total NYSE volume declined for the 2
nd

 day in a row. 

 

Another bit of information to consider for Friday is that the BLS is due to release the 

employment report at 8:30am EST.  This report tends to be the most highly watched 

monthly economic report, and it will often be followed by a strong market reaction.  In 

the last 2.5 years or so, this reaction has been consistently bullish.  On the Overnight 

Edges blog on Thursday I showed the overnight implications of the report. Below are the 

results since August 2012 measuring from the close before the Employment Day to the 

close of the Employment Day. 

 

http://overnightedges.com/2525/employment-report-overnight-futures-returns-since-august-2012/
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It has really been a hot streak since the summer of 2012.  This is not the kind of edge that 

I would expect to last forever.  There have been both bullish and bearish streaks like this 

with regards to employment days over the years.  But it is certainly something to be 

aware of and to take into account for as long as the hot-streak lasts.  Below is a profit 

curve. 
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After a brief dip last Spring the edge quickly reasserted itself. 

 

I have updated the AggregatorH chart below.   

 

 
 

With tonight’s study included the Aggregator Line again remained far above 0. Positive 

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

days. Meanwhile, the black Differential Line has taken a dive and is now squarely below 

0.  The negative Differential Line reading means the SPX is considered overbought 

versus recent expectations.  So expectations are positive but the SPX is now overbought.  

This is considered a neutral configuration. Neutral configurations are visible on the chart 

whenever both lines close on opposite sides of 0.  Therefore the Aggregator signal turned 

flat at the close.   

 

Based on the current active studies, expectations are set to remain bullish on Friday.  Of 

course that could change if new bearish evidence emerges.  The Differential Pivot will be 

2017.29 on Friday. That is a whopping 2.2% below Thursday’s close.  In other words, 

SPX would need to close down at least 2.2% on Friday to move from overbought to 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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oversold.  That’s quite unlikely to happen in just 1 day.  A more likely scenario for 

working off the overbought condition would be a multi-day decline or consolidation. 

 

The strong move up the last couple of days led me to take profits on all my index and 

Catapult exposure on Thursday.  (Gold subscribers should have received an intraday 

update indicating this.)  Though there still may be some immediate upside left in this 

bounce, SPX has quickly moved from oversold to overbought.  This has the Aggregator 

neutral, and it has me basically neutral as well.  So I was happy to book some profits in 

the SPY and Catapult trades and now it is time to wait for the next favorable risk/reward 

setup to emerge. 

 

I do still hold my Aggressive VIX system exposure in XIV, but I will be looking to 

reduce that on Friday if it rallies a bit.  I did not want to sell that ahead of the 

employment report.  The VIX is effectively a gauge of fear and uncertainty.  The 

employment report and other large economic announcements (like Fed Days) create 

uncertainty and anxiety as they are approached.  But once the report is released, then that 

uncertainty is gone.  New fears might emerge based on what the report says, but the fear 

of the unknown is no longer there.  This removal of fear often causes the VIX and VIX 

futures to decline, which has a positive impact on XIV prices.  To see just how large the 

impact is compared to SPX, I reproduced the Employment Day study from above and 

replaced SPY with XIV.  Results are below. 

 

 
 

The “Percent Profitable” is not quite as strong, but the average trade is much higher.  

SPY gained an average of 0.4% on Employment Days during the same time period.  

Meanwhile, XIV has average over 2.1% - over 5x the SPY number!  And the average 

winning trade has been over 3.4%!  Below is a profit curve to see how it has played out 

over time. 
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This profit curve looks as strong as steady as SPY’s. 

 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 1/5 – bullish 

The intermediate-term outlook was last updated in the 12/29 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/
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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 

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

XIV(1/2) 12/10/2014 $37.21 $31.57 -15.16% sell on close >= $32.20

XIV(1/2) 12/11/2014 $34.03 $31.57 -7.23% Aggressive VIX

SPY(1/4) 12/31/2014 $205.54 $205.90 0.18% sold on close

SPY(1/4) 1/5/2015 $204.17 $205.90 0.85% sold on close

SPY(1/4) 1/6/2015 $199.82 $205.90 3.04% sold on close

ALL(1/3) 1/6/2015 $68.73 $71.15 3.52% sold on close

CVS(1/3) 1/6/2015 $94.16 $96.87 2.88% sold on open

COST(1/3) 1/6/2015 $140.00 $145.56 3.97% sold on open

 

 

 

 

 
This report has been prepared by Hanna Capital Management, LLC and is provided for information purposes only.  Under no 

circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy securities.  While information 

contained herein is believed to be accurate at the time of publication, we make no representation as to the accuracy or completeness of 
any data, studies, or opinions expressed and it should not be relied upon as such.  Robert Hanna, Hanna Capital Management, LLC or 

clients of Hanna Capital Management, LLC may have positions or other interests in securities (including derivatives) directly or 

indirectly which are the subject of this report.  This report is provided solely for the information of Hanna Capital Management, LLC 
clients and prospects who are expected to make their own investment decisions without reliance upon this report.  Neither Hanna 

Capital Management, LLC nor any officer or employee of Hanna Capital Management, LLC accepts any liability whatsoever for any 

direct or consequential loss arising from any use of this report or its contents.  This report may not be reproduced, distributed or 
published by any recipient for any purpose without the prior express consent of Hanna Capital Management, LLC. 
 

Copyright © 2015 Hanna Capital Management, LLC. 

http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/

