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Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Flat 50% Long XIV Flat Flat

 

 

Tonight’s Research Points 

 

 Unfilled gaps up that fail to make a higher high will often pull back over the next 

few days. 

 Breakouts to a 50-day high that occur after a consolidation, like now, are more 

reliable. 

 The fact that the 50-day SPX high occurred on declining volume is short-term 

bullish. 

. 

 

 

  

Short-term Outlook  

The Bottom Line  

Expectations turned to positive as the market moved to overbought, leaving the overall 

outlook neutral. 
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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

March 22, 2013 Unfill gap up then gap dn 1-3 days Bearish

March 18, 2013 Unfill gap up then gap dn from 20-hi. 1-7  days Bearish -2.20%

Active - Long Term

March 13, 2013 5 days up to 50-high, then 1  down 1-10 days Bullish 2.00%

January  14, 2013 Breadth Divergence (from Tops Study) int term Bearish

September 17 , 2012 QE3 int term Bullish

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

March 20, 2013 3 down from 50 < 10ma > 10-low 1-4 days Bullish 1.80%

March 19, 2013 2 unfilled gaps dn. 5-low. Close>200. 1-5 days Bullish 1.80%

March 25, 2013 Inside day. Lower high. Close>open.1 day Bearish  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

The Evidence 

The market gapped up Tuesday morning and never looked back.  The SPX rose 0.8%, the 

Nasdaq closed up 0.5% and the Russell 2000 gained 0.4%.  Breadth was squarely 

negative as the NYSE Up Issues % was 41% and the Up Volume % came in at 32%. 

Total NYSE volume came in at the lowest level in over a month. 

 

This was the 1st new high the SPX has made in over a week.  The lower NYSE volume 

may sound concerning to some technicians, but when you’re talking about the major 

index breakouts low volume is typically favorable.  I discussed this last in the 7/30/12 

subscriber letter. Today I will go through it again and update some of the stats.  

 

Below are 2 studies.  They look at SPX breakouts to new highs.  The only difference 

between the two is that the 1st one requires a rise in volume and the 2nd one requires a 

decline in volume.  Stats are updated for both of these. 
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What we see here is that there is no edge apparent when the breakout is accompanied by 

an increase in volume.  Now let’s look at the study with decreasing volume. 

 

 
 

These stats are substantially better and suggest a decent upside edge over the next few 

days.  Below is a profit curve assuming a 5-day holding period. 
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The strong steady upslope add additional confirmation of the edge. 

 

The requirement that the market has not closed at a new high for 5 days was included to 

show that this is a fresh breakout and not a market that is already extended upwards and 

has been making new highs for multiple days.  To see the effect of this filter I ran a few 

tests in the 7/30/12 Letter that demanded different periods without new highs.  These are 

not updated.  This first one looks at a 1-day holding period. 

 

 
 

Here you see that fresh breakouts tend to do better than extended conditions.  The “0-2 

days” rows show slight negative expectations.  Stats once you get out about 5 days look 

pretty strong and remain so as you go farther out. 

 

I also ran this same test with a 3-day holding period.  (Not updated.) 
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Results here suggest a similar conclusion.  You are better off buying breakouts that 

haven’t made a new high for at least a week or so than you are buying any random new 

high.  Anything beyond a week shows fairly consistent results. 

 

Lastly is that 7/30/12 subscriber letter I considered the fact that the breakout was not 

accompanied by a breakout in either the NASDAQ or the Russell 2000.  I then took the 

low-volume breakout study above and filtered to see only those times, like now, where 

the SPX broke out without confirmation from those other indices. 

 

 

 

Day 1 was a bit weaker, but looking out beyond that, results were very comparable to the 

non-filtered sample set. So I'm not worried about this non-confirmation. 

 

There were a few studies that appeared in the Quantifinder tonight that looked at low-

volume days that made new short or intermediate-term highs and suggested bearish 

implications.  I wanted to see whether this held true with a fresh breakout like the current 

one.  So I took the low volume breakout study from above and changed the volume 

requirement to a 10-day volume low rather than just requiring lower volume than the day 

before.  Those results are below.  
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Obviously the number of instances here makes the study less reliable.  But with results 

this strong it appears that the very low volume on Tuesday should not be a concern.  Low 

volume breakouts often have low volume because people don’t believe it at first.  When 

traders begin to become convinced the breakout is real then the move up can gain steam . 

 

There was one bearish study that did seem worth some attention.  It was one we last saw 

just 2 short days ago.  It looks at days like Tuesday where the market gaps higher, never 

fills, and moves higher from open to close without making a higher high.  I’ve updated 

the results of that study below. 

 

 

 

Implications here appear somewhat bearish, with most of the damage occurring on day 1.  

Below is a profit curve that shows how the downside edge has played out over time. 
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This is not an ideal profit curve but it still appears to suggest a downside edge.  I felt it 

was worth giving this study consideration once again. 

 

I have updated the AggregatorH chart below.    

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With tonight’s mix of studies the green Aggregator Line jumped above zero. Positive 

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

days. Meanwhile the black Differential Line fell below 0.  The negative Differential Line 

reading means the SPX is now overbought versus recent expectations. So expectations 

are bullish but the SPX is already overbought. This is considered a neutral configuration. 

Neutral configurations are visible on the chart whenever both lines close on opposite 

sides of 0.  This caused the Aggregator system to remain flat at the close.   

 

Expectations are slated to remain bullish on Wednesday with the current Active List 

studies.  Of course that could easily change if new bearish evidence emerges.  The 

Differential Pivot will be 1,557.54 on Wednesday.  This is 0.4% below Tuesday’s close.  

So SPX would need to close down at least this much to move from overbought to 

oversold versus expectations. 

 

SPX is less than 2 points from an all—time closing high.  And the breakout to the new 

rally high today could generate enough momentum to reach the all-time high and beyond.  

But with the market overbought I’m not inclined to take on new positions right now.  

Expectations are for more upside, but they aren’t overly strong.  I will wait to see if we 

get a pullback in the next day or so. 

 

It is also notable that while 3-day expectations are bullish, the 1-day expectations are 

bearish.  This is reflected in the negative risk/reward reading shown at the top of the 
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Letter.  If things play out tomorrow with a pullback of greater than 0.4%, then that could 

set up for a long entry going into the bullish Holy Thursday and the bullish turn of the 

month. 

 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 3/25 – bullish 

The intermediate-term outlook was last updated in the 3/25 letter.  Link below: 

2013-03-25 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 – 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. 

 

None tonight. 

 

Current Open Trade Ideas 

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

BRF 3/22/2013 $40.38 $39.87 -1.26% system 100524
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