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Market Overview 
 
 
 
 
 
 
 
 

       
  

 

Signals Overview 

Aggregator CBI Reading

Short 4  
 

 

 

Tonight’s Research Points  

  

• VIX up / SPX up is a bearish setup during long-term downtrends, but during 

uptrends it is not terribly predictive.  

• Bad breadth on a day the SPX rises but closes < its 200ma is often followed 

by a decline in the following days. 

 

 

 

 

Short-term Outlook  

The Bottom Line  

Evidence has weakened substantially and the market is now overbought.  This is leaving 

me neutral and looking to exit my index positions. 
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The Evidence 

Tuesday was mostly mixed and mild for the indices. The SPX rose 0.3%, the NASDAQ 

was near breakeven with a 0.01% gain, and the Russell 2000 lost 0.9%.  Breadth was 

negative as the NYSE Up Issues % was 38.6% and the Up Volume % came in at 43.1%.  

NYSE volume declined some from Monday’s level. 

 

Tuesday’s weak breadth triggered several studies.  The one below was last seen in the 

8/3/17 letter.  It looked at other times the SPX closed up but under its 200ma while both 

the NYSE Up Issues % and the NASDAQ Up Issues % finished < 40%.  The stats table 

below is updated. 

 

 

 

There appears to be a strong hint of a downside edge over the next few days.  Below is a 

look at a profit curve that assumes a 4-day holding strategy. 
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The persistent downslope supports the bearish inclination suggested by the numbers.  

And so does the next breadth-related study.  The one below is from the 6/5/12 subscriber 

letter. It examined other times both the NYSE Up Issues % and Up Volume % came in < 

45% on a day the SPX rose but closed under its 200ma.  Stats are updated. 

 

 

 

Here again we see numbers suggesting a substantial bearish edge.  Below is the full list of 

instances and their 4-day returns. 
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Aside from the one trade in 2012, the moves lower have been generally strong and very 

consistent.  This seems to be well worth consideration. 

 

Another index that closed up today was the VIX. As many readers are likely aware, VIX 

is a volatility index. Typically, VIX will trade counter to the SPX. So if SPX rises, VIX 

will sink and if SPX falls, VIX will most often rise. There are some calculation-induced 

tendencies around the weekend, so often when I show studies on VIX I will break them 

down by day of the week. The study below looks at mid-week instances.  It was last seen 

in the 10/25/17 letter.  Stats have all been updated.   

 



 

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

P
ag

e5
 

 

 

Like the breadth tests, the numbers here appears strong bearish over the next 1-4 days.  

Below is a look at the 4-day profit curve. 

 

 

 

That is a fairly straight shot lower.  This supports the idea of a bearish edge. 

 

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 fell below zero.  Negative 

readings mean net expectations are for downside 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 negative and SPX is 

overbought.  This is considered a bearish configuration. Bearish configurations are 

visible on the chart whenever both lines close below zero. Therefore, the Aggregator 

signal turned short at the close.   

 

With the current active studies, expectations are slated to remain bearish on Wednesday. 

This could change if compelling bullish evidence emerges.  The Differential Pivot will be 

2659.69 on Wednesday.  That is 0.8% below Tuesday’s close.  So SPX would need to 

close down at least 0.8% on Wednesday in order to flip from overbought to oversold 

versus recent expectations.  

 

The poor breadth and the rising VIX have tilted evidence bearish.  And the SPX is short-

term overbought with ample room to the downside before it would turn oversold.  This 

combination is one that I generally find appealing when considering potential short 

positions.  But while SPX is overbought as measured by the Differential Line, it is still 

below its 10-day moving average and in the lower half of its 2-week range.  Just as I 

prefer taking on long positions when SPX is low in its recent range, I prefer taking on 

short positions when it is high in its range.  This improves reward/risk potential.  So I 
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may look to take on some short index exposure on Wednesday, but only of SPX closes up 

a bit.  Details in the trade ideas section near the bottom of the letter. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 11/26– neutral  

The intermediate-term outlook was last updated in the 11/26/18 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 

GE – 1/3 @ $7.99 (bought @ limit) 

WMT – 1/3 @ $97.69 (bought @ limit) 

WMT – 1/3 @ $96.78 (bought @ limit) 

WMT – 1/3 @ $94.16 (bought @ limit) 

 

 

Broad Market Large Cap CBI – 7(GE, WMT-3) 

 

 

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. 

 

 

SPY – Short @ $268.91 LIMIT ON CLOSE.  Based on the short-term section above, I 

will be looking to short the market if it closes up very much on Wednesday 

 

 

 

 

 

 

 

 

 

 

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

GE(1/3) 11/13/2018 $7.99 $7.44 -6.88% Catapult

SPY(1/4) 11/14/2018 $270.20 $266.75 -1.28% sold @ limit

CELG(1/3) 11/15/2018 $69.28 $69.19 -0.13% sell on open

WMT(1/3) 11/19/2018 $97.69 $95.04 -2.71% Catapult

WMT(1/3) 11/20/2018 $94.98 $95.04 0.06% Catapult

SPY(1/4) 11/20/2018 $264.12 $266.75 1.00% sold @ limit

WMT(1/3) 11/21/2018 $94.16 $95.04 0.93% Catapult

 

CELG reached its profit target will be will sold at the open.. 

 

 

 

 

 

 

 

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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