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Market Overview 
 
 
 
 
 
 
 
 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 0

 

 

 

Tonight’s Research Points  

  

• 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. 

• 3 days of strong NASDAQ breadth are often followed by a down day. 

• The low 3/10 Offset HV combined with the short-term overbought condition in a 

long-term downtrend is warning of a possible sharp drop.  

 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is now bullish, though it appears to be a fairly weak signal. 
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The Evidence 

Wednesday started with a huge gap down, but finished positive.  The SPX closed up 

0.1%, the NASDAQ rose 0.5%, and the Russell 2000 also rallied 0.5%.  Breadth was 

positive as the NYSE Up Issues % was 69.0% and the Up Volume % came in at 69.4%.  

NYSE volume rose some from Monday’s level.   

 

In the 1/3/18 Subscriber Letter I examined early-January following a positive 1st day to 

the year. Results were intriguing and I have updated those results below. 

 

 

 

26 of the 28 instances (93%) 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 5 instances (2011, 12, 13, 17 & 18) 

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. 

 

There were also a few bearish studies that emerged on Wednesday.  The one below looks 

at NASDAQ breadth.  It last appeared in the 11/2/18 letter and has been updated. 
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The numbers imply a downside edge.  Below is a profit curve. 

 

 

 

The strong, long-term downslope is impressive.  This study appears worth consideration, 

and I have again put it on the Active List. 

 

One indicator that is providing a notable reading is the 3/10 Offset HV for the SPX. I first 

introduced this indicator in the 7/13/2009 blog. It looks for periods where short-term 

historical volatility is contracting sharply. When that happens there is often a volatility 

expansion on the way. This volatility expansion can see the market move in either 

direction. The indicator does not predict direction. But when combined with other 

indicators it can provide some powerful signals. The study below was last published in 

the 10/7/11 subscriber letter. I have updated all stats. 
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The 3-period RSI being over 70 suggests the market is at least moderately overbought 

short-term. Combining the short-term overbought condition with the long-term 

downtrend and the possibility of a volatility spike appears to yield some bearish results. 

Below is a 2-day profit curve. 

 

 

 

The long-term move lower acts as some confirmation of the bearish edge. 
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The last bit of evidence worth mentioning is that the small rally actually caused the 

Quantifiable Edges Capitualtive Breadth Indicator (CBI) to drop from 12 all the way 

down to a neutral 0.  The expected bounces all arrived, and any further upside is no 

longer due to the extreme and broad selling we saw leading up to Christmas.   

 

I have updated the Aggregator chart below.   

 

 
 

With the mix of studies tonight the green Aggregator Line remained slightly above zero.  

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

Meanwhile, the black Differential Line moved up 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 turned long at the close.   

 

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

This could change very easily if new bearish evidence emerges.  The Differential Pivot 

will be 2531.93 on Thursday.  That is 0.9% above Wednesday’s close.  So SPX would 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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need to close up at least 0.9% on Wednesday in order to change from oversold to 

overbought versus expectations. 

 

So my original plan was to sell my last lot of SPY when the CBI returned to a neutral 

state.  Interestingly, the CBI turned neutral, but the Aggregator turned bullish.  I don’t 

love the bullish setup, since the evidence is mixed and tenuous.  And despite the 

“oversold” Differential reading, the market still seems like it has risen a lot without much 

of a pause in the last few days.  I am not interested in selling into a large gap down with 

the Aggregator in a bullish formation.  But I will still look exit my SPY position if it 

manages to close higher on Thursday.  I will be exiting all of my remaining Catapult 

triggers near the open on Thursday.  

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 12/31– neutral  

The intermediate-term outlook was last updated in the 12/31/18 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 

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 

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/LossStop Notes

SPY(1/4) 12/17/2018 $259.40 $250.18 -3.55% sell @ $250.18 Limit on Close

SLB(1/3) 12/19/2018 $37.84 $37.20 -1.69% sell on open

SLB(1/3) 12/20/2018 $37.34 $37.20 -0.37% sell on open

AGN(1/3) 12/20/2018 $135.00 $135.88 0.65% sell on open

SLB(1/3) 12/21/2018 $35.47 $37.20 4.88% sell on open

AGN(1/3) 12/21/2018 $135.20 $135.88 0.50% sell on open

RTN(1/3) 12/21/2018 $151.01 $154.14 2.07% sell on open

RTN(1/3) 12/24/2018 $150.15 $154.14 2.66% sell on open

AGN(1/3) 12/24/2018 $129.99 $135.88 4.53% sell on open

HAL(1/3) 12/24/2018 $25.61 $27.30 6.60% sell on open

OXY(1/3) 12/24/2018 $59.42 $60.52 1.85% sold on open

AAPL(1/3) 12/26/2018 $146.83 $154.89 5.49% sold on open

HAL(1/3) 12/26/2018 $25.14 $27.30 8.59% sell on open

OXY(1/3) 12/26/2018 $57.11 $60.52 5.97% sold on open

RTN(1/3) 12/26/2018 $146.67 $154.14 5.09% sell on open

USB(1/3) 12/26/2018 $43.76 $46.35 5.92% sell on open
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