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Market Overview 
 

 

 
 

 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Short 100% Short SPY Short

 

 

Tonight’s Research Points 

  

 A 50-day high, an inside day, and then another 50-day high have often been 

followed by a pullback. 

 The NASDAQ’s 10-day win streak could be predicting further gains, but in an 

environment like this one it is tough to tell. 

 

 

 

Short-term Outlook  

The Bottom Line  

Expectations have turned negative.  And with the SPX overbought the Aggregator is 

suggesting a downside edge.  It does not seem to be much of an edge though.  I intend to 

wait for a more compelling setup before putting new capital at risk. 
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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

February  25, 2015 50-high, inside day , 50-high 1 day Bearish

February  24, 2015 WR10 up then NR10 low vol 1-5 days Bearish

February  24, 2015 5 gaps down 1-3 days Bullish

February  23, 2015 SPX up 1-2% opex week 1-5 days Bearish -1.40% 0.80% 1.60%

February  23, 2015 2 outside days 1-3 days Bullish 1.40% -0.70% -1.30%

February  20, 2015 High close on Opex Thursday 1-4 days Bearish

Active - Long Term

January  26, 2015 NASDAQ leading SPX int term Bullish

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   
 

 

The Evidence 

Tuesday was another day of moderate buying.  The SPX rose 0.3%, the NASDAQ closed 

up 0.1% and the Russell 2000 gained 0.2%.  Breadth was positive as the NYSE Up Issues 

% came in at 62% and the Up Volume % was 63%. Total NYSE volume rose just a little 

from Monday’s level. 

 

After Friday’s move to a new high, Monday put in an inside day.  With Tuesday closing 

at another new high the study below triggered.  It was last seen in the 7/7/14 subscriber 

letter.  I have updated all statistics. 

 

 

 

Stats here suggest a bearish inclination following action similar to the last 3 days.  One 

day later the market has declined 16 of 20 times.  Below I have listed all 20 instances 
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Risk/reward here heavily favors the short side. The average drawdown is 2.7 times the 

size of the average run-up. Also notable is that the only instances where intraday run-up 

exceeded drawdown were 5/17/13, 6/4/14, and 11/17/14.   While the numbers in the 

original table looked like 2-5 days provided an even larger edge, their profit curves have 

flattened out greatly.  So I am only concerning myself with the 1-day returns at this point.  
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As of Tuesday the Nasdaq has now closed higher for 10 days in a row.  I looked at runs 

like this on the 7/7/09 blog.   Tonight I again ran a study to examine performance 

following such runs since the inception of the Nasdaq. 

 

 

 

 

These results appear to be quite bullish. But I believe they are a bit misleading. A closer 

examination of the results would show that the last occurrence was in 2009.  Prior to that 

there were not any instances since 1997.  Of course this means that in the 27 years from 

1971 – 1997 there were a whopping 28 separate instances where the NASDAQ 

Composite closed higher at least 10 days in a row.   

 

Let’s take a moment to consider why 10-day streaks used to be so prevalent, and now 

they are so rare with this now being only the second instance in about 18 years. 
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I have not shown any of my Trend vs Chop charts in a while.  But I produced below a 

long-term Trend vs Chop “profit curve” for the NASDAQ.  What this chart shows are the 

results of a strategy that 1) goes long at the close of any up day and then 2) flips to short 

at the close of any down day.  What it is measuring is the propensity of the market to 

follow through on a day to day basis.  So an upward sloping profit curve indicates that the 

market has shown a tendency to follow through, or “Trend”, on a day to day basis.  A 

downsloping curve would indicate that the market was more prone to revert, or “chop” on 

a day to day basis.  A sideways movement in the curve simply means there has not been a 

consistent tendency to either Trend from day to day or Chop from day to day. 

 

For those who would like to read more on the Trend vs. Chop concept you may click 

here.  

 

 

 

As you can see the Nasdaq saw a strong and steady tendency to follow through on a day 

to day basis during the 70’s, 80’s and much of the 90’s. Because of this, 10-day streaks 

were more likely.  To put some numbers to it, between 1971 – 1998 an up day was 

followed by another up day over 65% of the time.  From 1999 – present up days have 

been followed by another up day less than 54% of the time.  This has made it 

considerably harder for a 10-day streak to occur. 

 

http://quantifiableedges.blogspot.com/search/label/Trend%20Vs.%20Chop
http://quantifiableedges.blogspot.com/search/label/Trend%20Vs.%20Chop
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Further, environments like ’71-’98 where the propensity to follow-through is strong 

suggest that strength begets more strength. Therefore, the fact that the results were bullish 

over the 1971-1997 period shouldn’t come as a surprise. From a Trend vs. Chop 

perspective the nature of the market is so different today than it was during that period, 

that I don’t think it would be reasonable to extrapolate the results of the above test to the 

current environment. This essentially means that there is almost no historical precedent 

for 10 consecutive up days in a non-trendy environment.  So while the NASDAQ’s 10-

day streak is certainly notable and interesting, I’m not convinced it is predictive. 

 

I have updated the AggregatorH chart below.   

 

 
 

 

With tonight’s studies taken into account the green Aggregator Line dipped below 0. 

Negative readings mean net expectations from the Active List are for downside over the 

next few days.  Meanwhile, the black Differential Line remained below 0.  The negative 

Differential Line reading means the SPX is overbought versus recent expectations.  So 

expectations are negative and the SPX is overbought.  This is considered a bearish 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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configuration. Bearish configurations are visible on the chart whenever both lines close 

below 0.  Therefore the Aggregator signal turned short at the close.   

 

If nothing new triggers, then expectations are set to stay negative on Wednesday.  Of 

course this could change if new bullish evidence emerges.  The Differential Pivot will be 

2114.19 on Wednesday. That is less than 0.1% below Tuesday’s close.  So SPX will only 

need to close down a small amount in order to move from overbought to oversold verus 

expectations.   

 

There appears to be a bit of a bearish edge here, but it is debatable as to whether the edge 

is strong enough to put new capital to work.  I am more cautious about shorts when my 

intermediate-term outlook is bullish.  And one thing I do not like about this setup is that 

the Differential Pivot is so close by.  In other words, the short signal will expire on 

Wednesday if in fact the signal is right and SPX closes down much at all. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 2/23 – somewhat bullish 

The intermediate-term outlook was last updated in the 2/23 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 

 

 

 

 

 

 

 

 

 

 

http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
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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. 

 

None tonight. 

 

 
 

 

 

 

 

 

Current Open Trade Ideas 

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

XIV(1/2) 12/11/2014 $34.03 $32.42 -4.73% sell @ $32.42 limit

 

The Aggressive VIX system has now gone short.  While I am not inclined to short yet, I 

don’t think it is a great idea to hold the long position through the short signal.  I will look 

to exit if I can get a fill >= Tuesday’s close.  I won’t chase a gap lower though.  Any 

down close for SPX will likely put the Aggressive VIX system back to 50% long, so I don’t 

see a point in taking a bad fill on Wednesday. 
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