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Market Overview 
 

 

 
 

 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Flat

 

 

Tonight’s Research Points 

  

 The 1
st
 dip below the 10ma for SPY after spending at least 25 days above it has 

always been buyable. 

 System 11111 is set up for SPY – which has led to short-term bounces in the past. 

 

 

 

Short-term Outlook  

The Bottom Line  

Compelling evidence is beginning to build suggesting a bounce is in order soon.  The 

market is now “oversold” versus expectations with some room to the upside.  I am bullish 

short-term and looking to get positioned to take advantage of a bounce.   
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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

December 2, 2014 Sy stem 11111 1-4 day s Bullish

December 2, 2014 1 day  under 10ma in over 25 day s 1-4 day s Bullish

December 1 , 2014 Big drop from 50-day  high 1-4 day s Bullish

Active - Long Term

November 19, 2014 RSI2 > 99 1-10 day s Bullish

November 18, 2014 SPX 3-high. Russell dn 3 in row 1-10 day s Bullish

November 3, 2014 Best 6 Months 6 months Bullish

November 3, 2014 Quantitative Easing Ends int term Bearish

October 27 , 2014 NASDAQ leading SPX int term Bullish

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

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

Decem ber 1, 2014 Monday after Thanksgiving bearish1 day Bearish

December 1 , 2014 Weak close to end the month 1 day Bullish

Novem ber 28, 2014 Low vol Thanksgiving Wed 1-2 days Bearish  
 

 

The Evidence 

The stock market suffered fairly strong selling on Monday.  The SPX fell 0.7%, the 

NASDAQ lost 1.3%, and the Russell 2000 declined 1.6%.  Breadth was negative as the 

NYSE Up Issues % came in at 23% and the Up Volume % was 22%. Total NYSE 

volume rose from Friday’s shortened session. 

 

The Quantifinder saw a few studies trigger based on Monday’s action.  Two of them were 

especially compelling.  One showed that SPY is now set up to trigger QE numbered 

system 11111 on Tuesday.  A trade at or below SPY’s closing price would mean an entry 

for this system.  System 11111 has done fairly well over the years.  With SPY, it has 

done very well.  I last noted this in the 6/13/14 Letter.  Below are the updated stats.  
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There have not been a whole lot of instances but the stats are extremely lopsided in favor 

of the bulls.  Below is the list of hypothetical trades. 

 

 

 

The short time in these trades and the high percent that end up profitable speaks to the 

probability of a quick bounce here.  I have incorporated this setup into the Aggregator as 

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

http://quantifiableedges.com/system-11111/ 

 

Also notable about Monday's action is that the SPY closed below its 10ma for the first 

time since October 16
th

. In the 1/31/12 Subscriber Letter I looked at all the instances 

where SPY had traded above its 10ma for at least 25 days then closed below it. Since its 

inception in 1993 there have been only eight other instances where SPY had a run of 25 

http://quantifiableedges.com/system-11111/
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days or more. I showed the charts of every instance and noted how the market reacted 

after it finally did close beneath its 10ma. I noted that the first dip never had resulted in 

the end of the rally. Below I have republished those 7 charts and added an 8
th

 one to show 

the Jan. 2012 instance. The indicator in the bottom pane of each chart shows the number 

of days the SPY has closed above its 10ma. 
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These charts all looked very similar. A brief examination is all that's needed to see that 

the first trip below the 10ma was a short one, and the uptrend quickly reasserted itself. Of 

course if you've been reading Quantifiable Edges for any period of time, you're probably 

used to looking at numbers. So below you will find the stats table. 
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Strong and persistent upside movement like we have seen lately hasn’t just ended and 

lead to an immediate correction.  The 1st dip has always been just that – a dip.  New 

highs were always made in short order.  After these new highs were made there may have 

been a loss of momentum that turned into a substantial top.  It never came on the 1st dip, 

though – and the 1st dip is where we are now.  The caveat here is obviously the low 

sample size.  But with every instance positive not just for a day or 2, but for 16 of the 

next 20 days, I find these results very compelling.  (In fact all 8 remain positive through 

day 27.)  I have decided to include this study on both the short and intermediate-term 

Active List. 

 

I have updated the AggregatorH chart below.   

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Tonight’s studies helped green Aggregator Line move further 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 higher above 0.  The positive 

Differential Line reading means the SPX is considered oversold versus recent 

expectations.  So expectations are positive and the SPX is oversold.  This is considered a 

bullish configuration. Bullish configurations are visible on the chart whenever both lines 

close below 0.  Therefore the Aggregator signal stayed long at the close.   

 

Expectations are set to remain bullish on Tuesday.  It will take some pretty compelling 

bearish evidence to change this. The Differential Pivot will be 2071.10 on Tuesday. This 

is 0.9% above Monday’s close.  So SPX will need to close up at least this much in order 

for SPX to be considered “overbought” versus expectations on Tuesday. 

 

I was hesitant to get long before SPX managed to close below its 5 and 10ma.  It has 

done that now.  I like the evidence shown tonight.  I also like that the Differential Pivot is 

some distance away, leaving some room for gains.  Though instances are fairly low for 

each of the studies, positive results have been very consistent.  Both studies suggest the 

bounce should come quickly.  So I will look to jump in here and get some long exposure 

in the hope of taking advantage of the expected bounce.  Details are in the Trade Ideas 

section near the bottom of the letter. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 12/1 – somewhat bullish 

The intermediate-term outlook was last updated in the 12/1/14 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 

 

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. 

 

SPY – buy ¼ index position at $205.76 LIMIT.  Based on the short-term outlook 

above, I will begin taking on some  long index exposure in anticipation of a bounce. 

 

XIV – buy ½ position at $36.00 LIMIT, if not filled by the close, buy @ $36.75 

LIMIT ON CLOSE.  VIX futures have sizable contango right now considering the 10% 

plus rise in the VIX over the last 2 days.  This benefits XIV.  The Quantifiable Edges 

aggressive VIX system is calling for long XIV and I will look to take on some exposure 

there as well. 

 
 

 

 

 

 

Current Open Trade Ideas 

None 
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