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Market Overview 
 
 
 

  
Tonight’s Research Points 

• A few somewhat bearish studies from the Quantifinder are seeming somewhat 
less bearish than might have appeared . 

• The 1st 5-day closing low in the SPY in over 2 weeks suggests a short-term 
bullish edge. 

• Two unfilled gaps down also suggest a short-term bullish edge. 
• Thanksgiving week provides positive seasonality – especially Wed and Fri. 
• The Aggregator System remains long from Thursday’s close. 

 
Short-term Outlook – updated 11/23 
The Bottom Line 
Down 3 days so far I’m not seeing strong evidence that this pullback will have teeth.  In 
any case history suggests a bullish edge over the next few days.  Whether the bounce will 
lead to a new high and continuation of the rally is up in the air.  There should be a 
playable bounce nonetheless. 
 
Summary of Recent Active Studies (see http://QuantifiableEdges.blogspot.com or 
Letters from listed dates for details) 
Study Date Description Time span Bias Avg Max Move
Active
November 23, 2009 2 Unfilled Gaps Dn.  Close > open 1-2 days Bullish 1.60%
November 23, 2009 SPY 5 low 1st time in 10 days 1-4 days Bullish 1.60%
November 20, 2009 SPX 1% drop & Advancers 2x Decliners 1-9  days Bullish 2.90%
November 17, 2009 70% Up Issues 2 in row & SPX 50 high 1-8 days Bullish 2.40%
Active - Long Term
November 10, 2009 75% Up Issues 2 of 3 above 200 & 10 hi 1-20 days Bullish 5.90%
November 23, 2009 VIX:VXV Ratio < 0.9 2-5 months
Dropped Tonight  
November 18, 2009

Bearish

20-day low vol. SPX  above 10ma & 20 1-3 days Bearish  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 
active.   
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The Evidence 
For the 2nd day in a row the SPY gapped down and failed to close its gap.  This time it did 
manage to close above the open, though.  The major indices were all down, with the S&P 
losing 0.3%, the Nasdaq 0.5% and the Russell 2000 0.2%.  Breadth was negative as the 
Up Issues % closed at 41% and the Up Volume % was 36%.  Total volume rose on the 
NYSE but sunk on the Nasdaq.  SPY volume was conspicuously light. 
 
The low SPY volume was especially unusual considering Friday was options expiration.  
That triggered the below study from the July 20, 2009 Letter. 
 

  
 
What seemed to be strongly negative stats in July have weakened a bit thanks to July’s 

hat wasn’t the only study found by the Quantifinder on Friday whose implications don’t 

rally.  I’m no longer declaring this one bearish.  Instead I will continue to monitor it, but 
will not include it as part of the Active Studies. 
 
T
seem quite as bearish under further examination.  Below is one from the 3/30/09 Letter 
that looks at a combination of low range and low volume. 
 



 
 
Results here would seem to suggest bearish consequences both short and intermediate-
term.   Not discernable above is the fact that the bearish edge was really only evident 
during long-term downtrends.  Applying a simple 200ma filter to the above study would 
yield the following results: 
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Results in this case are neither bullish nor bearish.  It suggests no edge provided by this 
particular setup. 
 
One study from the Quantifinder that suggested a decent upside edge was the following 
from the 8/7/09 Letter, which looks at 5-days lows in the SPY after an extended absence: 
 

 
 
Stats are updated and still suggest a short-term bullish edge. 
 
Two consecutive unfilled gaps lower in the SPY is also an unusual situation.  I checked 
to see if it suggested any kind of an edge. 
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This would seem to suggest a bit of a bullish edge over the next week.  Also notable 
about the situation is that while Friday left an unfilled gap down, SPY actually closed 
above its open.  I filtered the above results to see about other times this had occurred. 
 

 
 
Instances are low but strongly suggestive of a bounce in the next few days. 
 
Seasonal influences are often cited around the Thanksgiving holiday.  Therefore I 
decided I would examine returns during Thanksgiving week as well as the Monday 
following.  Below is how the SPX has performed around Thanksgiving over the last 48 
years. 
 

 
 
Monday and Tuesday don’t seem to carry a sizable edge.  Monday’s total return was 
actually negative prior to 2008 when it posted a gain of over 6%.  Also notable is that the 
Monday AFTER Thanksgiving’s stats were skewed a bit by the 2008 results.  2008 saw a 
drop of over 8% on that day.  Even excluding 2008 there is a bit of a bearish edge 
apparent on the Monday following Thanksgiving. 
 
Wednesday and Friday surrounding Thanksgiving have been the most consistent and 
bullish days of the period.  Below are the profit curves for these 2 days over the last 48 
years. 
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The steady upslopes are impressive in both cases.  Later this week I will factor in these 
seasonal forces to the Aggregator.  I have updated the Aggregator chart below.   
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http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html


  

 
 
Friday’s trading did little to change the Aggregator chart.  Both the green Aggregator line 
and the Black Differential line crept higher.  Expectations over the next few days remain 
positive and the SPX has underperformed expectations over the last few days.  This 
configuration has historically suggested a bullish edge and the Aggregator System is 
currently long.  With positive seasonality in force later this week, several studies 
suggesting a bounce, and little evidence pointing towards further selling I’m looking to 
take advantage of a move higher. 
 
Intermediate-term Outlook (2 weeks – 2 months)– updated 11/23 –slightly bullish 
The pullback of the last 3 days is nearing the 1st level of minor price support, which is 
around 1085.  This marks the Nov 13th swing low.  Below that I am looking at the Nov 1st 
lows around 1030 as a major support level.  Having not broken any kind of support at this 
point it would seem very early to try and call a top. 
 
The negative divergences I noted last week in the Advance/Decline line and the New 52-
week Highs persisted this week.  Until these resolve themselves the narrowing breadth 
puts the market in danger of topping out.  In most cases major tops have not occurred 
until such divergences were in place for between 2-12 months.  At this point it is just over 
a month. 
 
The VIX:VXV Ratio plunged below 0.9 this week.  In the past when this ratio has gone 
below 0.9, it has suggested an intermediate-term sell signal for the S&P 500 until the 
ratio moves back above 1 again.  Of course the last instance which triggered in July and 
didn’t close until late October was a monumental failure.  I’ll be watching to see if this 
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instance is effective or whether perhaps the edge has been eliminated from this particular 
indicator.  See the link below for more discussion.  (Scroll down to the intermediate-term 
section.) 
 
 2008-08-25 QE Weekly Research Letter.pdf   
 
The bottom line is we have some bearish warnings at this point, but not bearish action.  
Before I get more concerned I’ll need to see some of the following: 
 

1) Support levels being broken. 
2) SPX failing to bounce following bullish studies. 
3) Bearish studies emerging. 

 
For now I’m content to cautiously favor the long side. 
 
Catapult and Capitulative Breadth Statistics 
(Catapult Presentation Part 1)  (Catapult Presentation Part 2) 
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 system triggers 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 position at @ $109.43LIMIT ON CLOSE.  I’d like to continue to scale in 
should the market keep pulling back.  I anticipate continuing to do so on Tuesday as well. 
 
Active Trades Table 
Symbol Entry Date Entry PriceCurrent Pri% Gain/LosStop Notes
SPY(1/4) 11/20/2009 $109.25 $109.43 0.16%
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