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Market Overview 
 

 

 
 

 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Flat

 

 

Tonight’s Research Points 

  

 Characteristics of this 3-day pullback are not suggestive of an edge. 

 The gap & reverse pattern in SPY do suggest a bit of an upside edge. 

 

 

Short-term Outlook  

The Bottom Line  

Evidence is starting to turn back bullish and the market is now short-term oversold.  I will 

start scaling in to a long index position if SPY closes down much more on Wednesday. 
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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

January  14, 2015 Gap up. 0.5% rise. Dn close > 10-low 1-4 days Bullish

January  12, 2015 Jan opex week weak 1-5 days Bearish

Active - Long Term

December 18, 2014 20-low to 4-high 1-19 days Bullish

December 17 , 2014 CBI >= 11 . 1-20 days Bullish

December 9, 2014 Hindenburg Omens 1-35 days Bearish

November 3, 2014 Best 6 Months 6 months Bullish

November 3, 2014 Quantitative Easing Ends int term Bearish

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

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

January  8, 2015 Unfill gap up from 10-low 1-4 days Bullish 1.90% -1.20% -2.30%   
 

 

The Evidence 

Tuesday saw another gap up followed by a selloff.  The SPX finished down 0.3%, and 

the NASDAQ lost 0.1%, but the Russell 2000 finished up slightly.   Breadth was negative 

as the NYSE Up Issues % came in at 45% and the Up Volume % was 37%. Total NYSE 

volume rose from Monday’s level. 

 

Today was the third day in a row that SPX closed lower. A good number of studies 

appeared in the Quantifinder tonight related to the 3-day pullbacks. I've looked at these 

many times and can say with confidence that all 3-day pullbacks are NOT created equal. 

Some characteristics that would make a 3-day pullback appealing include an extremely 

low 3/10 Offset HV, and whether the pullback originated from an intermediate-term high. 

This pullback failed on both counts, making it somewhat suspect to begin with. The 

studies below are from the 5/18/11 subscriber letter.  They look at 3-day pullbacks that 

did not immediately follow a 20-day high, and closed above the 200ma. 

 

 

 

As you can see there appears to be a bit of an upside edge. In the past I've found that the 

size of the current day’s selloff in relation to the other days of the selloff can make a 
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difference. Tuesday's selloff was the smallest of the decline, so here are the results with 

that added as a filter. 

 

 

 

Amazingly, this seems to have completely wiped away any upside edge. Next in the 

5/18/11 letter I examined how the results would have looked if today had been the largest 

drop of the decline instead of the smallest. Those updated results are below. 

 

 

 

If this were the current setup, it appears the upside edge would be considerable.  

Unfortunately, the current 3-day pullback doesn’t appear to suggest any substantial edge. 

 

Not all was bleak though.  The pattern constructed by the SPY on Tuesday is one that has 

suggested a bullish tendency in the past.  The study below was last seen in the 5/27/10 

subscriber letter.  I have updated the results.   
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Results here seem to show a bit of an upside edge.  In that letter I also looked at things 

like 10-day lows.  Tonight I decided to examine times the pattern occurred without a 10-

day low close and during a long-term uptrend.  Those filtered results are below. 

 

 

 

Results here appear similar to those above.  But the profit curves looked even better.  

Here is the 4-day profit curve. 
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I’ve decided to include this study on the Short-Term 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 study being taken into account the Aggregator Line inched a little above 0. 

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

few days. Meanwhile, the black Differential Line rose further above 0.  The positive 

Differential Line reading means the SPX is considered oversold versus recent 

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

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

close above 0.  Therefore the Aggregator signal turned long at the close.   

 

Based on the current active studies, expectations are set to remain bullish on Wednesday.  

That could easily change if new bearish evidence emerges.  The Differential Pivot will be 

2054.57 on Wednesday. That is a 1.6% above Tuesday’s close.  So SPX would need to 

close up quite a bit to move from oversold to overbought versus expectations.  It is 

unlikely we will see a rally of that magnitude on Wednesday.  A more likely scenario 

would be a multi-day rally or consolidation, 

 

The Aggregator is suggesting an upside edge, but bullish evidence is fairly meek.  And 

the 3-day pullback study suggested no real edge at all.  Still, the market is quite oversold.  

And another down day would see it become more so and additional bullish evidence 

would likely emerge.  I am not going to rush in just yet with evidence being light.  But I 

will look to start scaling into an index position if Wednesday again closes lower.  Details 

are in the Trade Ideas section down below. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 1/12 – somewhat bullish 

The intermediate-term outlook was last updated in the 1/12 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 @ $202.00 limit on close.  Base on the short-term outlook 

above I will begin scaling in to an index position if SPY closes down much on 

Wednesday. 

 
 

 

 

 

 

 

Current Open Trade Ideas 

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

XIV(1/2) 12/10/2014 $37.21 $29.59 -20.48% sold on open

XIV(1/2) 12/11/2014 $34.03 $28.11 -17.40% Aggressive VIX
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