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Market Overview 
 
 

 
 
 

 
 
 

       
  
 
Signals Overview 

Aggregator Aggressive VIX

Flat 50% Long XIV  
 
 
 
Tonight’s Research Points  
  

 Tuesday’s move from a 5-day low to a 50-day high suggests a pullback is now likely. 
 A move higher on the first day of the year is typically followed by another day or 

two of strength before the market undergoes a pullback. 
 

 
 
 

 
 
Short-term Outlook  
The Bottom Line  
The Aggregator is now neutral.  Though expectations are still leaning bullish, the market 
is overbought,  I am looking to take profits on my index position and get flat. 
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Summary of Recent Active Studies (see Letters from listed dates for details)  

   
 
 
The Evidence 
2018 got off to a strong start.  The SPX rose 0.8%, the NASDAQ gained 1.5%, and the 
Russell 2000 climbed 0.9%.  Breadth was positive as the NYSE Up Issues % was 62% and 
the Up Volume % came in at 74%.  NYSE volume rose some as traders returned from 
vacation. 
 

The strong move up caused SPX to move from a 5-day low close to an all-time high close.  

That is fairly unusual.  In the 5/16/17 Letter I looked at moves from 5-day lows to 50-day 

highs.  Tonight I have updated those results below. 

 

 

 

The numbers are not overwhelming but they do suggest a possible downside edge.  Below 

is a look at the 4-day profit curve. 

 

 

Study  Date Description T im e span Bias
Avg 
Run-up

Avg 
DrawDn

Avg DrawDn 
- 1 Std Dev

Active - Short Term
January  3, 2018 Up close on 1st day  of y ear 1-2 day s Bullish
January  3, 2018 5-day  low to 50-day  high 1-4 day s Bearish
January  2, 2018 EOM<10ma, Down, Bottom 1/2 range 1-2 day s Bullish
January  2, 2018 3-day  high, 3-day  low 3-low close 1-5 day s Bullish
January  2, 2018 SPY  1st close < 10ma in 25+ day s 1-4 day s Bullish
December 29, 2017 Gap up and partial reverse 2x 1-5 day s Bullish 1.70% -0.70% -1.30%
December 20, 2017 Twas 3 Nights Before Christmas 1-8 day s Bullish 2.50% -1.10% -2.20%
Active - Long Term
January  2, 2018 SPY  1st close < 10ma in 25+ day s 1-19 day s Bullish 4.10% -0.90% -2.15%
Nov ember 30, 2017 SPX 50-intraday  high. NDX big down 50 1-50 day s Bullish
Nov ember 29, 2017 SPX breaks 50-day  Upper Bollinger Band 1-50 day s Bullish 4.85% -4.10% -7.80%
Nov ember 14, 2017 SPX top 25% 20day  rng. RUT bottom 25 1-40 day s Bullish 5.60% -2.80% -5.50%
Nov ember 13, 2017 Hindenburg Omen Cluster 1-35 day s Bearish
October 24, 2017 SPX 20-high. NDX big drop 1-50 day s Bullish 6.30% -2.80% -5.50%
October 2, 2017 SOMA reduction begins int term Bearish
April 26, 2016 Golden Cross int term Bullish
July  22, 2013 New High Divergence (Study  of Tops) int term Bearish
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The move from upper left to lower right is impressive.  I have included this study on the 

Active List tonight.  

 

In the 1/4/11 Subscriber Letter I examined early-January following a positive 1st day to the 

year. Results were intriguing and I have updated those results below. 
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24 of the 26 instances (92%) closed higher than the entry price on either day 1 or day 2.  

Interestingly, the 2 instances that didn’t also didn’t manage to post a profitable close at any 

point during the rest of the month.  The basic pattern that is evident among the instances 

above is that immediate follow through is often followed by weakness.  What is not obvious 

above is that the 1-2 day strength has continued over recent instances, but the mid-month 

dip has not happened recently as the last 4 instances (2011, 12, 13 & 17) managed to avoid 

it.  Below is a look at the 2-day profit curve. 
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The curve supports the numbers.  It also illustrates the recent hot streak.  I have included 
the 2-day study on the Active List tonight. 
 

I have updated the Aggregator chart below.   
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With tonight’s mix of studies considered, the green Aggregator Line again remained above 
zero.  Positive readings mean net expectations from the Active List are for upside over the 
next few days.  Meanwhile, the black Differential Line dipped a little 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 0.  Therefore, the Aggregator signal turned flat at the close.   
 
Based on the current active list, expectations are slated to remain bullish on Wednesday.  
For this to change would take some compelling bearish new evidence.  The Differential 
Pivot will be slightly inverted at 2698.77 on Wednesday.  That is about 0.1% above 
Tuesday’s close.  An inverted pivot means that the Differential Line will cross through zero 
if SPX closes flat.  In this case, for SPX to remain overbought it will need to close up at 
least 0.1%.  Any down or slight up close will turn SPX oversold as of Wednesday’s close. 
 
So the Aggregator is now neutral.  The overbought reading reduces potential reward and 
increases risk.  So this appears to be a good time to take profits on my open SPY position.  
But a flat or down close will very likely leave the Aggregator in a bullish formation on 
Wednesday.  So I am not interested in selling into a gap down should that occur.  Therefore, 
I’ll be looking to exit my SPY position, but only if I can get a decent fill. 



 

Quantifiable Edges, LLC                 10 Boyden Rd., Medfield, Massachusetts   02052                              781-956-6952 

Pa
ge
7	
Intermediate-term Outlook (2 weeks – 2 months) – updated 1/2– somewhat bullish 
The intermediate-term outlook was last updated in the 1/2/18 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.  With the gap up and run higher, the QQQ trade idea from Friday 
did not fill.  I will be cancelling that trade idea now.   
 
 
Current Open Trade Ideas 
Symbol Entry Date Entry Price Current Price % Gain/Loss Stop Notes
SPY(1/4) 12/29/2017 $266.86 $268.77 0.72% sell @ $268.77 LIMIT

 
 
Per the short-term outlook above, I will be looking to take profits on my SPY position if I 
can get filled at a price equal to Tuesday’s close or better. 
 
 
A complete list of Quantifiable Edges trade idea results since the inception of the letter in 
2008 can be found here. 
 
 
This report has been prepared by Quantifiable Edges, LLC and is provided for information purposes only.  Under no circumstances is it 
to be used or considered as an offer to sell, or a solicitation of any offer to buy securities.  While information contained herein is believed 
to be accurate at the time of publication, we make no representation as to the accuracy or completeness of any data, studies, or opinions 
expressed and it should not be relied upon as such.  Robert Hanna, Quantifiable Edges, LLC or clients of Quantifiable Edges, LLC may 
have positions or other interests in securities (including derivatives) directly or indirectly which are the subject of this report.  This report 
is provided solely for the information of Quantifiable Edges, LLC clients and prospects who are expected to make their own investment 
decisions without reliance upon this report.  Neither Quantifiable Edges, LLC nor any officer or employee of Quantifiable Edges, LLC 
accepts any liability whatsoever for any direct or consequential loss arising from any use of this report or its contents.  This report may 
not be reproduced, distributed or published by any recipient for any purpose without the prior express consent of Quantifiable Edges, 
LLC. 
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