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Market Overview 
 

 
 

  
Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Long Long Flat Long

 

Tonight’s Research Points 

 3-day pullbacks going into a Tuesday have been strongly prone to upside 

reversals. 

 The persistently low 3/10 Offset HV near a high price level has led to short-term 

rallies most often over the years. 

 

 

Short-term Outlook  

The Bottom Line 

The Aggregator flipped from negative to positive.  I’m looking to take on 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 Max Move

Active

September 25, 2012 3/10 HV < 0.25 4 day s > 10ma > 200ma1-4 day s Bullish 1.00%

September 25, 2012 3 down Turnaround Tuesday 1-5 day s Bullish 2.60%

September 24, 2012 SPX dn. Up Issues > 55% 1-3 day s Bullish

September 24, 2012 Weakest week 1-4 day s Bearish

September 18, 2012 SPY  unfilled gap up then down from 20h 1-7  day s Bearish -2.40%

September 14, 2012 100 day  high on Fed Day 1-8 day s Bullish 1.90%

Active - Long Term

September 17 , 2012 QE3 int term Bullish

September 17 , 2012 SPX and TNX hit 50-day  high 1-20 day s Bearish

September 11 , 2012 Key  Reversal from high 1-12 day s Bullish

August 20, 2012 Nasdaq leading SPX int term Bullish

July  30, 2012 SPX 50-day  high on 90% up vol 1-50 day s Bullish

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

September 21, 2012 Up 2 day s but < 3 ago 1-2 day s Bullish  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

The Evidence 

After gapping down on Monday the market fought it ay back.  But then selling in the last 

hour left everything in the red.  The SPX declined 0.2%, the NASDAQ dropped 0.6%, 

and the Russell 2000 declined 0.4%.  Breadth was negative as the NYSE Up Issues % 

was 40% and the Up Volume % came in at 38%. Total NYSE volume was the lightest in 

about 2 weeks. 

 

I've discussed many times in the past that Tuesdays have a well-earned reputation for 

being a day when the market will often halt a decline.  The study below is one from the 

larger Turnaround Tuesday study.  It was last published in the 7/10/12 Subscriber Letter. 

All statistics are updated. 

 

 

http://quantifiableedges.blogspot.com/2009/01/turnaround-tuesdays.html
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As you can see the market has strongly favored a quick move higher.  And when that 

move hasn’t happened on Tuesday it has often happened in the next few days.  Below is 

an equity curve showing a 4-day exit strategy. 

 

 
 

While the strength of the edge has oscillated some it has provided fairly consistent results 

over time.  Certainly this study seems to suggest an upside edge. 

 

In the 12/15/11 letter I showed that 3-day pullbacks with a low 3/10 Offset HV reading 

tend to be more reliable than those with high readings.  Monday’s reading was again a 

very low 0.12.  So tonight I decided to filter the above Turnaround Tuesday study to see 

other times it occurred in conjunction with a low 3/10 Offset HV.  There were only 4 

instances – so I wouldn’t read much into it, but they were remarkably strong and I have 

listed them below. 
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While it is only 4 instances, the early instances show incredible run-up/drawdown stats to 

go along with the large 5-day returns. 

 

The 3/10 Offset HV indicator has continued to show extremely low readings.  

Historically a very low reading has commonly been followed by an expansion in 

volatility.  Over the last 4 days though HV has remained very low.  I’ve discussed this 

indicator and this tendency in the Subscriber Letter the last few days.   

 

It’s very rare to see low 3/10 Offset HV readings occur for 4 days in a row.  I did study 

similar conditions in the 7/10/12 Subscriber Letter.  I have updated that study below. 

 

 

 

With the market trading above both its 10ma and 200ma such consistently low 3/10 

Offset HV readings have been followed by an upside expansion very consistently.  Below 

is a list of all instances using a 4-day exit strategy. 
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This study has shown very strong upside consistency.  Oddly, it went 14 years without a 

single instance and now this marks the 4
th

 in the last 2 years.  I decided to include it 

among the active studies. 

 

I have updated the AggregatorH chart below.    

 

 
 

With the new studies tonight the green Aggregator Line popped 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 rose above zero.  This means the SPX is 

“oversold” versus recent expectations.  So net expectations are bullish and the SPX is 

oversold. This is considered a bullish configuration. Bullish configurations are visible on 

the chart whenever both lines close above 0.  This caused the Aggregator system to flip 

from short to long at the close.  This was indicated as likely on the systems page shortly 

before the bell.   

 

Based on the current open studies, expectations are scheduled to remain positive on 

Tuesday. Of course this could easily change if more bearish evidence emerges. The 

Differential Pivot will near even at 1,459.78 on Tuesday.  This is only 0.2% above 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Monday’s close.  So it won’t take much of a move up to turn the SPX back to overbought 

and close out the long Aggregator signal.   

 

Despite the fact that the Aggregator signal could quickly close out here, I like this long 

signal.  I considered scaling in with a standard index trade.  Then I though perhaps I 

would just pull an example from the “systems triggered” sheet tonight for a trade idea.  

When I pulled it up I noticed how many symbols were triggering system 11111.  I then 

notice that SPY was one of the securities triggering 11111.  So I ran a performance report 

to see how SPY had done over time with 11111.  Those results are below. 

 

 
 

11-0 is pretty impressive.  So rather than take another security for the trade idea, I circled 

back and have decided to begin scaling in to an index trade.  Details are in the trade ideas 

section. 

 

Subscribers may find a link to system the 11111 page below: 

 http://www.quantifiableedges.com/members/11111.php 

 

 

 

http://www.quantifiableedges.com/members/11111.php
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Intermediate-term Outlook (2 weeks – 2 months)– updated 9/24– bullish 

The intermediate-term outlook was last updated in the 9/24 letter.  A link is below: 

 2012-09-24 QE Subscriber Letter.pdf 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

None 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI –  

 

 

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 index position @ $145.65 limit.   Based on short-term outlook and system 

11111 from above. 

 

Current Open Trade Ideas 

None 
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