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Market Overview 
 
 
 
 
 
 
 
 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 21  
 

 

 

Tonight’s Research Points  

  

• End of October can provide some bullish seasonality 

• A potential Turnaround Tuesday is on tap. 

• Using SPY and taking into account the strong gap up and the finish well off the 

lows the implications appears substantially more bearish. 

• An extremely high intraday TICK near an intermediate-term low carries bearish 

implications for the next day. 

 

 

 

 

 

Short-term Outlook  

The Bottom Line  

Evidence is leaning bullish, but is mixed over the next few days.  There still appears to be 

a short-term upside edge. 
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Summary of Recent Active Studies (see Letters from listed dates for details)  

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

October 29, 2018 Monday  after 4th Friday  in October 1  day Bearish

October 26, 2018 1% gain on high volume from 100-low 1-3 day s Bullish

October 26, 2018 Inside day . NR3 < 200ma 1-6 day s Bearish

October 25, 2018 CBI 10+.  SPX 50-day  low 1-5 day s Bullish 4.30% -3.60% -7.80%

October 25, 2018 SPY  Catapult for ETF 1-4 day s Bullish

October 25, 2018 SPX dn 5 day s. 50-low < 200ma 1-5 day s Bullish 3.00% -2.25% -5.10%

October 25, 2018 SPX dn 3% from 5-day  low 1-5 day s Bullish 5.40% -3.50% -7.10%

Active - Long Term

October 25, 2018 CBI 10+.  SPX 50-day  low 1-20 day s Bullish 7.40% -4.30% -8.40%

October 1 , 2018 Quantitative Tightening $50billion/mo int term Bearish

January  8, 2018 1st 4 day s of y ear close higher 1-250 day s Bullish 15.90% -5.70% -11.10%

April 26, 2016 Golden Cross int term Bullish

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

 

The Evidence 

Monday started strong, but could not maintain those early levels.  The SPX closed down 

0.7%, the NASDAQ lost 1.6%, and the Russell fell 0.4%.  Breadth was negative as the 

NYSE Up Issues % was 43% and the Up Volume % came in at 42%.  NYSE volume 

declined some from Friday’s level. 

 

In last night’s letter I noted the positive end-of-October seasonality we are about to move 

into.  That study is copied below. 

 

 

 

The stats here are very strong across the board and suggestive of an upside edge.  Below 

is a look at the 5-day profit curve. 
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The curve has headed upwards for a long time.   

 

I have shown in the past that Tuesday’s have a well-deserved reputation as a day where 

the market will often bounce following a market selloff.  As such, they are often referred 

to as “Turnaround Tuesdays”.  The studies below consider the Turnaround Tuesday 

phenomenon.   
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We see here that there has been a strong inclination to bounce any time the market has 

had 2 down days going into Tuesday while the SPX is under the 200ma.  Another 

Turnaround Tuesday setup I examined looked at 20-day lows below the 200ma.  Results 

for that can be seen below. 
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Not only do the numbers look strong on Tuesday, but the setup has seen good follow 

through over the next several days.  Below are profit curves for the 1-day and 7-

dayholding periods. 
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The strong upslope serves as some confirmation of the bullish edge suggested by the 

numbers. 

 

But not all evidence that emerged on Monday was short-term bullish.  The market started 

off very strong this morning. At one point the NYSE TICK spiked to 1377, meaning 

there were 1377 more stocks that had just been sold at the offer price versus the bid price. 

This was the highest intraday high since April. The study below was last seen in the 

2/12/18 letter.  It looked at other instances where SPY was at or near a new 50-day low 

while the NYSE TICK hit its highest intraday level in at least 100 days.  The 1-day 

returns were the most interesting. I have listed all instances below. 
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The consistent and sizable weakness the next day has been very impressive.  Run-up / 

drawdown stats are heavily skewed to the downside.  It sure doesn’t look like the initial 

strong intraday buying and high TICK is a positive.  Instances are a bit low, but the 

results are compelling enough to include this study in the Quantifinder. 

 

Two important notables with the action were 1) the fact that the market gapped up large 

to start the day, and 2) that while it went from strongly positive to solidly negative the 

market did close well off its lows.  In the past I’ve shown how bounces in the last few 

minutes of the day will often reduce an upside edge.  In this case we see that the late day 

bounce has always been followed by a pullback in the next couple of days. 

. 
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Instances are low but when stats are this overwhelming I make sure not to ignore them.  

Below I have listed all the instances along with a 2-day exit strategy. 

 

 

 

You’ll note that not only was every instance a loser, but every instance saw an intraday 

low at least 2.7% below the entry price at some point in the next 2 days.  This would 

suggest there is potential for additional selling in the next day or two.  

 

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 evidence considered, the green Aggregator Line held above zero.  Positive 

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

black Differential Line is again above 0. The positive Differential Line reading means 

SPX is oversold versus recent expectations.  So expectations are positive and SPX is 

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 Tuesday.  

This is highly unlikely to change.  The Differential Pivot will be 2742.17 on Tuesday.  

That is 3.8% above Monday’s close.  Therefore, SPX would need to close up 3.8% on 

Tuesday to flip from oversold to overbought versus recent expectations.   

 

So there are certainly mixed indications with the outlook over the next couple of days.  

But there is ample evidence still providing a bullish tilt, which includes the Turnaround 

Tuesday and end of October seasonal studies tonight.  Additionally, the CBI rose yet 

again.  It moved up from 14 to 21 on Monday.  That is a strongly oversold reading and 

suggestive of a sizable bounce coming at some point in the coming days.  Overall, I 

believe there is an upside edge.  I already have some long exposure.  With the next 

couple of days looking possibly sketchy, I am not inclined to add more SPY just yet.  But 

with the 7 new Catapults, there of plenty of potential trade candidates to choose from. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 10/29– neutral 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

OpenCatapult Triggers 

LOW @ $110.78 (bought @ limit) 

LOW @ $109.74 (bought @ limit) 

LOW @ $106.29 (bought @ limit) 

DWDP @ $54.68 (bought @ limit) 

UNP @ $143.92 (bought @ limit) 

DWDP @ $52.68 (bought @ limit) 

UNP @ $140.45 (bought @ limit) 

HON @ $145.34 (buy @ limit)  

HD @ $176.97 (bought @ limit) 

BMY @ $48.83 (bought @ limit) 

RTN @ $176.52 (bought @ limit) 

GD @ $170.60 (bought @ limit) 

GD @ $169.86 (bought @ limit) 

CELG @ $72.45 (bought @ limit) 

New 

AIG @ $39.91 (buy @ limit) 

CELG @ $71.43 (buy @ limit)  

GD @ $167.04 buy @ limit) 

IBM @ $119.64 (buy @ limit) 

LMT @ $286.67 buy @ limit) 

RTN @ $168.35 (buy @ limit) 

UPS @ $105.13 (buy @ limit) 

 

 

Broad Market Large Cap CBI – 21(LOW-3, DWDP-2, UNP-2, HON, HD, BMY, GD-3, 

RTN-2, CELG-2, AIG, IBM, LMT, UPS) 

 

 

 

 

 

 

 

 

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. 

 

 

AIG @ $39.91 (buy @ limit) 

CELG @ $71.43 (buy @ limit)  

GD @ $167.04 buy @ limit) 

IBM @ $119.64 (buy @ limit) 

LMT @ $286.67 buy @ limit) 

RTN @ $168.35 (buy @ limit) 

UPS @ $105.13 (buy @ limit) 

.   

All of the trades listed above are from the Catapult section.  I typically take a 1/3 Catapult 

position for each one, since I scale into them over a period of days.  But I will also 

sometimes limit the positions I take per day.  To do that, I generally will typically look to 

buy everything in smaller position size.  So rather than buy all 7 with a 1/3 size position 

each, I might do it with a 1/5 or 1/7 position size.  Of course traders should handle all 

trade ideas however they best see fit.  None of this is investment advice. 

 

 

Current Open Trade Ideas 

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

LOW(1/3) 10/5/2018 $110.64 $92.86 -16.07% Catapult

LOW(1/3) 10/8/2018 $109.52 $92.86 -15.21% Catapult

LOW(1/3) 10/11/2018 $106.29 $92.86 -12.64% Catapult

SPY(1/4) 10/23/2018 $270.95 $263.86 -2.62% Aggregator

DWDP(1/3) 10/24/2018 $54.55 $52.07 -4.55% Catapult

UNP(1/3) 10/24/2018 $143.92 $141.34 -1.79% Catapult

UNP(1/3) 10/25/2018 $136.50 $141.34 3.55% Catapult

DWDP(1/3) 10/25/2018 $52.68 $52.07 -1.16% Catapult

BMY(1/3) 10/25/2018 $48.83 $49.73 1.84% Catapult

HD(1/3) 10/25/2018 $176.97 $173.20 -2.13% Catapult

RTN(1/3) 10/26/2018 $173.33 $168.35 -2.87% Catapult

HON(1/3) 10/26/2018 $145.74 $141.06 -3.21% Catapult

GD(1/3) 10/26/2018 $168.71 $167.04 -0.99% Catapult

GD(1/3) 10/29/2018 $169.86 $167.04 -1.66% Catapult

CELG(1/3) 10/29/2018 $72.45 $71.43 -1.41% Catapult

SPY(1/4) 10/29/2018 $265.33 $263.86 -0.55% Aggregator

 

 

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

in 2008 can be found here.  

 

 

 

http://quantifiableedges.com/numbered-systems-page/
http://quantifiableedges.com/subscribers/content/f/id/55/
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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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