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Market Overview 
 

 

 
 

 
 

 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long Flat  
 

 

Tonight’s Research Points 



 3 Lower highs, lows & closes have consistently led to a bounce going into 

Turnaround Tuesday. 

 3 down days along with a big drop that hold above a 20-day low suggest an upside 

edge. 

 The market has done better after bad starts to January than good ones. 

 

 

 

 

Short-term Outlook  

The Bottom Line  

Evidence is bullish and the market is strongly oversold.  I believe there is an upside edge 

and am looking for a bounce. 
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Summary of Recent Active Studies (see Letters from listed dates for details 

 
 

 

The Evidence 

It was a rough start to the year.  The SPX sank 1.5%, the NASDAQ fell 2.1% and the 

Russell 2000 dropped 2.4%.  Breadth was negative as the NYSE Up Issues % came in at 

31% and the Up Volume % was 26%. Total NYSE volume rose quite a bit as traders 

returned from vacations. 

 

In the 1/6/15 letter I noted that there was a strong bullish edge when ES had made at least 

three consecutive lower highs, lows, and closes. I also noted that this edge was even more 

substantial when it occurred on a Monday. This isn't surprising since Tuesdays are known 

for their turnaround capabilities. The study below uses SPY and it looks at swing term 

implications of the 3+ days of lower HLC’s. 

 

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

January  4, 2016 2 unfilled gaps down 1-5 day s Bullish

January  4, 2016 Down last 2 day s of positive quarter 1-5 day s Bullish

December 24, 2015 QE Buy ing Power Short 1-6 day s Bearish

December 24, 2015 Up 2% frm 3 ago. 3/10 HV < 0.25 1-6 day s Bullish 1.95% -1.20% -2.50%

December 23, 2015 Twas 3 Nights Before Christmas 1-8 day s Bullish

Active - Long Term

January  4, 2016 Down last 2 day s of positive quarter 1-15 day s Bullish

December 24, 2015 Up 3 day s. 90% up vol today 1-14 day s Bullish 3.40% -2.15% -3.80%

December 24, 2015 Up 2% frm 3 ago. 3/10 HV < 0.25 1-19 day s Bullish 4.50% -1.80% -3.60%

December 22, 2015 Golden Cross int term Bullish

December 14, 2015 Santa Rally thru Jan 4 Bullish

November 2, 2015 Best 6 months Nov-Apr Bullish

October 26, 2015 NASDAQ leading SPX int term Bullish

September 9, 2015 FTD on mild breadth & volume int term Bearish

November 3, 2014 Quantitative Easing Ends int term Bearish

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

Dropped Tonight  

December 30, 2015 1% gain between Christmas & New Y ear 1-2 day s Bullish

http://quantifiableedges.blogspot.com/2012/09/turnaround-tuesdays-revisited.html
http://quantifiableedges.blogspot.com/2012/09/turnaround-tuesdays-revisited.html
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The numbers here are incredibly strong from an average trade standpoint. I also ran a profit 

curve. 

 

 

 

Nothing here that would cause me to throw out this study.  I have included it on the Active 

List. 
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Another study that examined 3-day drops was from the 12/15/11 letter.  It considered the 

fact that SPX closed down at least 1% on the day and that it did not close at a 20-day low.  

I have updated the results below. 

 

 

 

Stats look strongly bullish.  And while a large portion of the gains were realized in the first 

4 days, the edge did not max out until day 17.  Below are profit curves for both the 4-day 

and 17-day holding periods. 
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Both curves are impressive.  I have included this study on both the short and intermediate-

term active lists tonight. 

 

In the 1/5/15 subscriber letter I compared short-term returns following an up first day 

versus a down first day of the year.  I decided to update those results today.  First let’s look 

at times where the 1st day of the year was positive. 

 

 

 

Results here are pretty mixed.  The basic pattern suggests that there may be some quick 

follow-though but that is often followed by weakness. 

 

Interestingly, a close lower on the 1st day of the year has led to better returns over the next 

few weeks.  Here are those stats. 
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Nothing overwhelming here, but combined with the 3-day pullback studies above evidence 

is pointing to a bullish edge. 

 

I have updated the AggregatorH chart below.   

 

 
 

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

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

few days.  Meanwhile the black Differential Line is also now far above zero.  The positive 

Differential Line reading means SPX is oversold versus recent expectations.  So 

expectations are positive and SPX is strongly 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.   

 

With all the short-term studies now bullish, evidence is set to remain positive on Tuesday.  

This is unlikely to change.  The Differential Pivot will be 2071.23 on Tuesday.  That is a 

whopping 2.9% above Monday’s close.  So for SPX to move from oversold to overbought 

versus expectations on Tuesday it will need to close up at least 2.9%.  That is a pretty 

unlikely gain for just 1 day.  A more likely scenario for working off the oversold condition 

would be a multi-day decline or consolidation. 

 

Evidence is turning more and more bullish for the short-term, and the market is squarely 

oversold.  Additionally, there appears to be a good amount of room to the upside before 

the market would be considered “overbought”.  That improves reward potential and overall 

reward/risk when evaluating the possibility of trades.  I believe there is a good chance of a 

bounce in the next few days.  I have already taken on 2 lots of SPY.  I will not look to add 

more just yet on Tuesday.  But if evidence continues to build, I very well may on 

Wednesday. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 1/4 – bullish 

The intermediate-term outlook was last updated in the 1/4 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 

 

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 PriceCurrent Price % Gain/Loss Stop Notes

SPY(1/4) 12/31/2015 $203.87 $201.02 -1.40% Aggregator

SPY(1/4) 1/4/2016 $201.02 $201.02 0.00% bought on close
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