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Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Short 100% Long VXX Flat  
 

 

Tonight’s Research Points  


 

 A mix of bullish and bearish studies emerged tonight. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator remains bearish and I believe a pullback is likely in the next few days. 
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The Evidence 

Wednesday was the 3rd day in a row of strong market gains.  The SPX rallied 1.7%, the 

NASDAQ gained 2.2%, and the Russell 2000 rose 1.5%. Breadth was positive as the NYSE 

Up Issues % was 82% and the Up Volume % came in at 89%.  Total NYSE volume rose 

for the 2nd day in a row. 

 

The Quantifinder showed a real mix of studies tonight.  Both bulls and bears have some 

compelling evidence they can point to.  Let’s first look at the bullish studies. 

 

Just closing up 3 days in a row from a 50-day low has typically been a good sign.  The 

study below was last seen in the 10/21/14 letter.  Stats are updated. 

 

 

 

It has been quite a hot streak since 2001 with these setups.  Prior to that, no edge was 

evident in either direction.  Below is a profit curve assuming a 2-day exit strategy. 
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The last instance did not hold true but the curve certainly seems to support the data 

nonetheless. 

 

Also notable is that Wednesday was the 3rd day in a row that provided strong breadth readings. 

In the past, 3 days of strong breadth has led to further short-term upside. This is something I 

discussed in the 10/21/13 Letter. I have updated that study below. 
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Not only are the net results strong but the consistency has been outstanding with all 21 instances 

posting gains at some point during the next week. Below I have listed all 21 instances and 

assumed a 2-day exit. 
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A few recent instances did not do as well, but every instance has still managed to close higher 

at some point in the next week. So I believe this study is worth taking into consideration.  

Intermediate-term implications of this study are also very compelling. I have included them 

below as well. 
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The results table suggests a strong consistent edge has followed this setup. Below is a 

performance graph showing performance assuming an 85-day holding period. 
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The curve appears to serve as further confirmation of the upside edge. The strong, steady 

upslope is very impressive. 

 

But as I mentioned, not everything was bullish.  And compelling bearish evidence also 

emerged.  An indicator that is providing a notable reading is the 3/10 Offset HV for the SPX. 

I first introduced this indicator in the 7/13/2009 blog. It looks for periods where short-term 

historical volatility is contracting sharply. When that happens it is often soon followed by a 

volatility expansion. This volatility expansion can occur in either direction. The indicator does 

not predict direction. But when combined with other indicators it can provide some powerful 

signals. The study below looks at the combination of low a 3/10 Offset HV, a short-term 

overbought market, and a long-term downtrend. It was last seen in the 12/7/11 subscriber letter. 

I have updated all results. 
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As you can see, the results are overwhelmingly bearish over the next couple of days. Below is 

a profit curve. 

 

 

 

Results are strongly negative and consistent. 
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SPY has been very strong the last few days. Such strong moves on back-to-back days during a 

prolonged downtrend have been followed by pullbacks on a very consistent basis. This is 

demonstrated in the study below, which I last showed in the 10/25/11 subscriber letter, and 

have updated tonight. 

 

 

 

The numbers here all very strongly suggest a downside edge. The equity curve is below. 
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Again we see a strong steady downslope, confirming the bearish edge. 

 

This of course leaves us with a real mix of studies. 

 

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 being considered the green Aggregator Line held below zero.  

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

next few days.  Meanwhile the black Differential Line is also below 0. The negative 

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

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

configuration. Bearish configurations are visible on the chart whenever both lines close 

below 0.  Therefore, the Aggregator signal stayed short at the close.   

 

Expectations on Thursday are primed to remain bearish.  Of course this could change if 

strong new bullish evidence emerges.  The Differential Pivot will be 1894.99 on Thursday.  

That is 1.65% below Wednesday’s close.  So for SPX to move from overbought to oversold 

on Wednesday it will need to close down at least 1.65%.   

 

Evidence is still leaning bearish.  And the Aggregator suggests a decent opportunity to 

trade.  I am already partially short.  With evidence from Wednesday so mixed I am not 

inclined to add to my position on Thursday.  I’ll instead wait to see how things unfold on 

Thursday and what additional evidence emerges there. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 2/16 – neutral 

The intermediate-term outlook was last updated in the 2/16/16 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 

 

 

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

BA(1/3) 2/12/2016 $105.12 $116.34 10.67% sell on open

SPY(1/4)(s) 2/17/2016 $191.16 $192.88 -0.90% shorted on open

 
BA reached its exit trigger and will be sold at Thursday’s open. 
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