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Market Overview 
 

 
 
 
 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long Short  
 

 

Tonight’s Research Points 



 Low 3/10 Offset HV numbers along with the 3-day rally suggest an upside edge 

in the coming days and weeks. 

 Wednesday’s strong breadth along with the 3-day rally appears to contain 

bullish implications over the next few weeks. 

 SPY’s low range on the 3rd day of the rally suggest a brief downside edge. 

 The QE Buying Power Swing System triggered short. 

 

 

 

Short-term Outlook  

The Bottom Line  

The market is now overbought and expectations have turned bearish but they are not slated 

to remain bearish beyond Thursday.  So any downside edge appears brief.  I am more 

neutral than bearish. 

 

 

 

 

 



 

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

P
ag

e2
 

Summary of Recent Active Studies (see Letters from listed dates for details)- not updated 

tonight 

 
 

 

The Evidence 

Wednesday was the 3rd strong day in a row for the market.  The SPX gained 1.2%, the 

NASDAQ rose 0.9% and the Russell 2000 rallied 1.3%.  Breadth was extremely positive 

as the NYSE Up Issues % came in at 85% and the Up Volume % was 93%. Total NYSE 

volume was again light and it probably will be for the rest of the year. 

 

The strong move on Wednesday led to a mix of studies.  Let’s first look at the ones with 

bullish implications. 

 

On Wednesday the Quantifiable Edges 3/10 Offset HV indicator came in very low, which 

is fairly unusual considering we've seen a strong move higher over the last three days. This 

triggered the study below, which I last discussed in the 4/24/13 letter. 

 

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

December 23, 2015 Twas 3 Nights Before Christmas 1-8 day s Bullish

December 21, 2015 Up 2 from 20-low < 3 ago 1-2 day s Bearish

December 21, 2015 Gap -n- crap to bottom of 2-week range 1-5 day s Bullish

Active - Long Term

December 22, 2015 Golden Cross int term Bullish

December 14, 2015 Santa Rally thru Jan 2 Bullish

November 2, 2015 Best 6 months Nov-Apr Bullish

October 26, 2015 NASDAQ leading SPX int term Bullish

September 9, 2015 FTD on mild breadth & volume int term Bearish

November 3, 2014 Quantitative Easing Ends int term Bearish

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

Dropped Tonight  

December 21, 2015 SPX < Bollinger Band. VIX not stretched 1-2 day s Bearish
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The numbers here all seem to suggest an upside edge. I suppose to get the 3/10 Offset HV 

indicator that low while the market is rising so strongly would require some volatile activity 

prior to the bounce. That scary, volatile period will often pave the way for a continuation 

of the rally. Of course, I also wanted to take a look at the profit curves. Below are curves 

assuming 6-day and 19-day holding periods. 
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Both of these curves look pretty solid. I have added this study to both the short and long-

term active lists. 

 

The extremely high Up Volume % of 93% is also notable.  The next study looked at other 

times the SPX rose for at least 3 days in a row and the NYSE Up Volume % came in > 

90%. It was last seen in the 11/26/12 letter. I have updated the results below. 

 

 
 

 

We see mild results short-term but strong ones when you look out about 3 weeks.  Below 

is an equity curve assuming a 14-day holding period. 
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It appears Wednesday’s strong breadth is a positive sign for the intermediate-term.  I have 

listed it as a factor on the Active Studies list. 

 

But not everything from Wednesday looked bullish.  I have not featured this next study 

since a blog post on 11/26/08, but the results were compelling enough that it seemed worth 

review.  It looked at low range days when the market moved up for three days in a row. 
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Two days later there has been a propensity for the market to close lower.  Below is a look 

at the equity curve. 

 

 

 

The persistent downslope suggest the bearish edge is for real.  I have also included this 

study on the Active List tonight. 

 

It is also notable that the QE Buying Power Swing System triggered short on Wednesday.  

The performance table below shows updated hypothetical results of having taken all short 

signals since 2008, and then exiting upon a reversion to the lower half of the recent range.  

(A short signal simply requires the QE Buying Power Index <= 0 and the SPX closes in 

the top 20% of its 10-day range.)  With no active Fed QE purchase plans currently the 

Buying Power Index has been locked at 0 since early November 2014. 
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Results here are strong.   

 

Below is a look at the profit curve, with a demarcation where QE3 ended and the 2014 & 

2015 trades began. 

 

 

 



 

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

P
ag

e9
 

Not as steep as it was during bear market environments, but still nice results for the shorts.  

Below is the list of individual triggers. 

 

 

 

October was the first trade that went very strong against the short position.  The trades 

overall have done quite well.  I still believe the system signals deserve some consideration 

within the Active List. 

 

I have updated the AggregatorH chart below.   

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With tonight’s studies being considered the green Aggregator Line fell just a little below 

zero.  Negative readings mean net expectations from the Active List are for downside over 

the next few days.  Meanwhile the black Differential Line dove down way below zero.  The 

negative Differential Line reading means SPX is overbought versus recent expectations.  

So expectations are negative and SPX is short-term overbought.  This is considered a 

bearish configuration. Bearish configurations are visible on the chart whenever both lines 

close below 0.  Therefore, the Aggregator signal turned short at the close.   

 

Based on the current studies, evidence is set to turn positive on Thursday.  This could 

change if more bearish evidence emerges.  The Differential Pivot will be 2025.78 on 

Thursday.  That is 1.8% below Wednesday’s close.  So for SPX to turn oversold on 

Thursday it will need to close down at least 1.8%.  That’s pretty unlikely.  A more likely 

scenario for working off the overbought condition would be a multi-day pullback or 

consolidation. 

 

So the Aggregator is suggesting a bearish edge.  But the bearish outlook is only set up to 

last one day.  I don’t often look to try and profit from such short-term opportunities in the 

subscriber letter.  More nimble traders could look to take advantage of the apparent 

downside edge.  I’ll wait for a more compelling opportunity to emerge before taking on 

new exposure. 

 



 

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

P
ag

e1
1

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 12/21 –slightly bullish 

The intermediate-term outlook was last updated in the 12/21/15 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 

 

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

KMI(1/3) 12/7/2015 $15.66 $15.57 -0.57% sold on open

KMI(1/3) 12/8/2015 $15.29 $15.57 1.83% sold on open
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