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Market Overview 
 
 
 
 
 
 
 
 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 5

 

 

 

Tonight’s Research Points  

  

• Bullish studies related to breadth, price action, VIX action, and closing TICK 

values all triggered on Wednesday. 

 

 

 

 

Short-term Outlook  

The Bottom Line  

Bullish evidence continues to build, and the SPX is now strongly oversold.  Reward/risk 

appears quite favorable for the bulls.  
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The Evidence 

The market got completely slammed on Wednesday.  The SPX finished down 3.3%, the 

NASDAQ lost 4.1%, and the Russell 2000 declined 2.9%.  Breadth was extremely 

negative as the NYSE Up Issues % was 12% and the Up Volume % came in at just under 

10%.  NYSE volume spiked up from Tuesday’s level. 

 

The damage took the SPX from above its 50ma on Tuesday to a 50-day low close on 

Wednesday.  Meanwhile, RUT closed below its 200ma for the 1st time since August of 

2017, and the NASDAQ closed below the 200ma for the 1st time since June, 2016.  The 

extreme selling triggered a large number of studies in the Quantifinder – and all of them 

were bullish.  They were related to breadth, price action, VIX movement, and closing 

TICK values.  I have highlighted the most compelling ones in each category below. 

 

Closing TICK 

My friend and colleague, Tom McClellan, taught me a while back that closing TICK values 

can be used as a valuable indicator. Closing TICK values tend to do a good job of 

representing end of day order imbalances. When the closing TICK is very weak that means 

there are a lot of sell orders at the end of the day. A strong closing TICK would indicate lots 

of buy orders coming in at the end of the day. The final flurry of buying or selling, and 

market participants’ willingness to hold positions overnight, can act as a good sentiment 

gauge.  

 

On Thursday the NYSE closing TICK was -637. This is a very low reading and it represents 

the lowest reading since 3/23/18. The study below was last seen in the 8/21/15 Subscriber 

Letter. It looks at intermediate-term SPX lows in conjunction with long-term closing TICK 

lows. Results have been updated. 
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The numbers here are compelling.  Below is a profit curve. 

 

 

 

The long-term upslope serves as some confirmation for the bullish numbers. 
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Price Action 

SPY was already oversold before Wednesday’s action.  Wednesday saw it gap down 

from a 20-day low the day before and then continue the selling.  This triggered the below 

study, from the 8/21/17 letter.  Results are updated.   

 

 

 

Results here appear consistent and powerful.  Below is a look at the profit curve 

assuming a 5-day holding period. 
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The strong, steady upslope is impressive.  It serves as some confirmation of the bullish 

edge.  I have included this study on the Active List tonight. 

 

Breadth 

Another compelling study I examined tonight looked at the McClellan Oscillator.  Using 

Tradestation advance/decline data the McClellan Oscillator came in at -229.49 on 

Wednesday afternoon.  That puts it among the lowest 2% of readings over the course of 

the last year.  The study below looked at other times the % Rank of the McClellan 

Oscillator was < 2% and the SPX closed at a 50-day low.  It was last seen in the 1/14/16 

letter and has been updated. 

 

 

 

The numbers here look squarely bullish.  I also examined the 5-day profit curve. 
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Despite the chop, the overall upslope appears persistent.  I have included this study on the 

Active List for tonight. 

 

VIX movement 

The VIX has been spiking, and that continued on Wednesday, suggesting fear is reaching a 

level where a reversal is likely. In fact, it closed a whopping 59% above the 10ma. The study 

below was from the 1/11/16 subscriber letter. It examines spikes of at least 35% above the 

10ma. Results are updated. 
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Numbers here are impressive. But the profit curve is not exactly steady, and it seems to have 

flattened out a good bit.  Of course the VIX spike was substantially more severe than is 

represented here.  Below I look at moves at least 50% above the 10ma. 

 

 

 

Instances are low but numbers are encouraging.  Below is a look at the 6 instances. 
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It certainly appears to me that the big spike in the VIX carries a bit of an upside edge, 

regardless of which measurement you use. 

 

I have updated the Aggregator chart below.   

 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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With tonight’s new evidence considered, the green Aggregator Line moved further above 

zero.  Positive readings mean net expectations are for upside over the next few days.  

Meanwhile the black Differential Line held above 0. 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 zero.  Therefore, 

the Aggregator signal stayed long at the close.   

 

With the current active studies, expectations are slated to remain bullish on Thursday.  

This is highly unlikely to change.  The Differential Pivot will be 2887.72 on Thursday.  

That is just 3.7% above Wednesday’s close.  Therefore, SPX would need to close up a 

whopping 3.7% on Thursday to flip from oversold to overbought versus recent 

expectations.  That is highly doubtful to happen.  A more likely scenario for working off 

the oversold condition would be a multi-day rally or consolidation. 

 

Evidence is impressive and there is lots of room to the upside for SPX before it would 

turn overbought.  I am partially long already.  Reward/risk appears strongly favorable 

here, and I will look to up my position on Thursday.   
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Intermediate-term Outlook (2 weeks – 2 months) – updated 10/8– neutral 

The intermediate-term outlook was last updated in the 10/8/18 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 

 

OpenCatapult Triggers 

LOW @ $110.78 (bought @ limit) 

LOW @ $109.74 (bought @ limit) 

DHR @ $105.61 (bought @ limit) 

New 

LOW @ $106.29 (buy @ limit) 

ABT @ $68.92 (buy @ limit) 

 

Broad Market Large Cap CBI – 5(LOW-3, DHR, ABT) 

 

 

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. 

 

LOW – Buy 1/3 Catapult position @ $106.29 LIMIT.  From the Catapult section 

above, this is the 3rd and final lot for LOW. 

 

ABT – Buy 1/3 Catapult position @ $68.92 LIMIT.  From the Catapult section above, 

this is the 1st of up to 3 possible lots for ABT. 

 

SPY – Buy ¼ index position @ $278.30 LIMIT.  Based on the short-term outlook 

above, I’ll be looking to add a little more SPY exposure if I can get a fill at or below 

Wednesday’s closing price. 

 

 

 

 

 

 

 

 

 

 

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

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

LOW(1/3) 10/5/2018 $110.64 $106.29 -3.93% Catapult

LOW(1/3) 10/8/2018 $109.52 $106.29 -2.95% Catapult

DHR(1/3) 10/9/2018 $105.61 $103.84 -1.68% Catapult

SPY(1/4) 10/9/2018 $287.39 $278.30 -3.16% Aggregator

  

 

 

 

 

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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