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Market Overview 
 
 
 
 
 
 
 
 

     
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Flat 50% Long XIV Flat  
 

 

 

Tonight’s Research Points  

   
 

 The strongly rising VIX with the SPY also up is something that has often been 

followed by market gains.  

 Persistent overbought conditions like we have seen recently often lead to more 

short-term gains. 

 A new VIX high to go with a new SPX high suggests a SPX pullback is due. 

 

 

 

Short-term Outlook  

The Bottom Line  

Once again, expectations remain positive but the market is overbought.  This is leaving me 

with a neutral short-term outlook. 
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The Evidence 

Another day another push higher.  The SPX closed up 0.5%, the NASDAQ gained 0.6%, 

and the Russell 2000 climbed 0.5%.  Breadth was positive as the NYSE Up Issues % was 

57% and the Up Volume % came in at 61%.  NYSE volume rose a little for the 3rd day in 

a row. 

 

There was some interesting action on Wednesday that generated a mix of studies.  Especially 

interesting about the action on Wednesday was that the VIX spiked over 11% while SPY closed 

up solidly. It’s fairly remarkable to see such a large spike in the VIX on a day where the SPY 

actually rose. In fact, this is only the 4th time ever that the VIX gained over 10% while SPY 

also rose.  The other instances all occurred in the 90s.  They were 3/14/94, 3/31/94, and 5/5/97.  

The study below was last seen in the 12/12/14 letter. It looked at non-Mondays that saw the 

VIX spike up > 6% despite the SPY also rising. I have updated the results table below. 

 

 

 

The edge here appears to be strong. Below is a profit curve assuming a 5-day holding period. 
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Results appear very strong. And recent instances have been even stronger. This serves as some 

confirmation of the upside edge. 

 

But there were other VIX studies suggesting a possible downside edge.  Not only did the 

VIX rise on Wednesday, it made a new short-term high.  That is very unusual to see the 

VIX making a short-term high while SPX is making a long-term high.  Over the last 19 

years, that has also been a sign of possible trouble. 
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Instances are low, but the numbers appear to favor the bulls over the next 2-4 days.  Below 

is a look the profit curve with a 4-day exit strategy. 

 

 

 

The results appear strong enough to give this study some consideration. 

 

The strong upside momentum we are seeing is something I have discussed the last 2 nights, 

with studies emerging suggesting momentum is strong enough that it is likely to continue.  

Another study with that theme triggered on Wednesday.  It notes that SPX has now closed 

above its upper Bollinger Band (using the standard 20-period, 2 standard deviation bands) 

for 4 days in a row.  It’s somewhat unusual to see the market close this far above its mean 

for 4 days in a row.  Such shows of strength have often begat more short-term strength.  

This can be seen in the study below, which last appeared in the 3/19/12 subscriber letter. 
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The stats seem to strongly support the bull case.  Even those instances that didn’t continue 

higher immediately mostly just saw a shallow pullback before hitting new highs at some 

point in the week.  I find the results especially impressive considering the moves are 

measured from a point where the market is already substantially overbought.  Below is an 

equity curve that assumes an 8-day exit strategy. 
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Despite the last trade being a loser the consistent upslope remains quite impressive. 

 

I have updated the Aggregator chart below.   
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With tonight’s studies to consider, the green Aggregator Line held above zero.  Positive 

readings mean net expectations from the Active List are for upside over the next few days.  

Meanwhile the black Differential Line remained below 0.  The negative Differential Line 

reading means SPX is overbought versus recent expectations.  So expectations are positive 

but SPX is overbought.  This is considered a neutral configuration. Neutral configurations 

are visible on the chart whenever both lines close on opposite sides of zero.  Therefore, the 

Aggregator signal stayed flat at the close.   

 

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

course, this could change if compelling new bearish evidence emerges.  The Differential 

Pivot will be 2340.24 on Thursday.  That is 0.4% below Wednesday’s close.  Therefore, 

SPX will need to close down at least 0.4% in order to move to “oversold” versus recent 

expectations. 

 

The song remains the same.  The market looks strong and is suggesting more upside.  But 

it is already overbought and overdue for a pullback.  (It has been 30 days since the NDX 

closed below its 10ma.)  I still intend to wait until a more favorable entry opportunity 

emerges. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 2/13 – bullish 

 

 

 

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 

None.   

 

 

 

 

A complete list of Quantifiable Edges trade idea results since the inception of the letter in 

2008 can be found here. 
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