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Market Overview 
 

 

 
 

 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Flat  
 

Tonight’s Research Points 

  

 A strong move to a 50-day low on light volume has led to some lasting bottoms in 

the past. 

 The unfilled gap down and poor close at a 50-day low suggest a short-term upside 

edge. 

 The high VIX reading coupled with the SPX market position suggest a short and 

intermediate-term bullish edge. 

 

 

 

 

Short-term Outlook  

The Bottom Line  

Evidence became more bullish on Wednesday and the market became more oversold.  

This appears to be a potential short-term buying opportunity. 
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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

July  6, 2015 20-low then 3-day  consolidation 1-5 days Bullish 1.90% -1.40% -2.80%

July  2, 2015 2-day  bounce from big drop 1-5 days Bullish

July  1 , 2015 20 low reversal bar 1-5 days Bullish 2.10% -1.40% -2.50%

June 30, 2015 4 Lower Lows. 20-day  low. 1-8 days Bullish

Active - Long Term

July  1 , 2015 20 low reversal bar 1-10 days Bullish 2.90% -1.85% -3.40%

May 18, 2015 NASDAQ leading SPX int term 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   
(list not updated tonight) 

 

The Evidence 

The market hard on Wednesday.  The SPX lost 1.7%, the NASDAQ declined 1.75%, and 

the Russell 2000 closed down 1.5%.  Breadth was negative as the NYSE Up Issues % 

came in at 18% and the Up Volume % was 6%. Total NYSE volume came in at the 

lowest level in months. 

 

The SPX closed down below its 200ma for the 1
st
 time since October.  I ran a few tests 

examining 200ma crosses.  I did not find consistently bullish or bearish results.  But the 

Quantifinder did offer a decent amount of evidence.  The studies leaned bullish, and I 

have updated the most compelling ones below. 

 

One common market misconception is that the market cannot bottom on low volume.  

This next study shows that isn’t the case, and in fact strong, but low volume drops to 50-

day lows have commonly suggested an upside edge.  The study below was last seen in 

the 6/7/11 letter.  (And the instance prior to that marked the day of the huge ’09 bottom.) 
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There is often an immediate bounce, and then after a pause or pullback the positive 

inclinations persist.  Below I have listed all instances with a 10-day exit strategy. 

 

 

 

There are some large outliers but the results remain impressive nonetheless.  Below are 

the instances using a 3-day exit strategy. 
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In included this study on the Active list. 

 

Another study examined SPY’s unfilled gap down and its weak close at a 50-day low.  It 

was from the 6/13/11 letter.  I have updated it below. 
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The numbers look strong and suggest a short-term bullish edge.  Below is a look at a 

profit curve for a 3-day exit strategy. 

 

 

 

A bit choppy but it continues to head from lower left to upper right, and serves as some 

confirmation of the numbers. 
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The VIX also provided some notable action today. The VIX is often referred to as the fear 

index. When VIX levels are relatively high, that often suggests fear and uncertainty among 

market participants. Relative highs can be measured a number of ways. Often I will show 

VIX levels compared to short-term moving averages. But an interesting study tonight looked 

at 100-day VIX highs that occurred when the SPX was not making 100-day lows. In other 

words, relatively extreme fear in a market that is not making long-term lows. The study was 

last seen in the 2/4/14 Subscriber Letter. I have updated it below. 

 

 

 

Numbers here look pretty solid.  But while SPX did not close at a long-term low, it did close 

at an intermediate-term low.  I decided tonight to re-run the above test and look for times 

where at least a 20-day low was made. 
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The stats here were even stronger and the bullish edge seemed to persist for at least 4 weeks.  

Below are profit curves for the 7-day and 20-day holding periods.  First the 7-day. 
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This looks strong and serves as confirmation of the upside edge.  Now for the 20-day. 
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Nothing wrong with this.  I have added this study to both the short and intermediate-term 

active lists tonight. 

 

I have updated the AggregatorH chart below.   

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With the new studies taken into account the green Aggregator line moved further above 0 

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

the next few days.  Meanwhile the black Differential Line also rose further above 0.  The 

positive Differential Line reading means SPX is 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 

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

 

Based on the current active studies, expectations are set to remain positive on Thursday.  

With so much bullish evidence that is unlikely to change.  The Differential Pivot will be 

2078.95 on Thursday.  That is 1.6% above Wednesday’s close.  So for SPX to move from 

oversold to overbought it will need to close up at least 1.6% on Thursday.  That is a tall 

order.  A more likely scenario for working off the oversold condition would be a multi-

day rally or consolidation. 

 

Upside evidence has strengthened, the SPX is now clearly oversold, and there is a good 

amount of room to the upside to potentially profit.  I like this setup quite a bit better than 

I did the last 2 night.  This appears to be an opportunity offering favorable reward/risk, 

and I will therefore look to take advantage of a bounce.  I will do so by beginning to scale 

into a long index position.  
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Intermediate-term Outlook (2 weeks – 2 months) – updated 7/6– slightly bullish 

The intermediate-term outlook was last updated in the 7/6 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 

CVX - $94.77 (bought 1/3 @ limit) 

New 

DD – 1/3 @ 58.16 (buy @ limit) 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 2(CVX, DD) 

 

 

 

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. 

 

DD – buy 1/3 Catapult position @ $58.16 LIMIT.  This is a Catapult trade from above.  

It is the 1
st
 of 3 possible lots for DD.  Though they have done well over time, Catapults 

tend to be quite volatile and are traded without initial stops.  Those new to Catapults 

should examine the information on the Catapult System page. 

 

SPY – buy ¼ index position @ $204.70 LIMIT.  Based on the short-term outlook 

above, I will look to start scaling into an index position on Tuesday.  I place the entry 

price a little above Wednesday’s close to give myself a better chance to receive a fill if 

SPY gaps up at the open. 

 

 

 

 

 

 

 
 

 

 

 

http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
http://quantifiableedges.com/catapult-system/
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Current Open Trade Ideas 

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

RTN(1/3) 6/29/2015 $96.52 $97.31 0.82% sold on open

RTN(1/3) 6/30/2015 $95.92 $97.31 1.45% sold on open

CVX(1/3) 7/7/2015 $94.41 $93.56 -0.90% Catapult
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