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Market Overview 
 
 
 
 
 
 
 
 

       
  

 

Signals Overview 

Aggregator CBI Reading

Short 0

 

 

 

Tonight’s Research Points  

  

• The intraday high, unfilled gap, and weak close imply short-term strength. 

• NASDAQ’s recent streak of higher closes suggests a pullback is likely. 

 

 

 

Short-term Outlook  

The Bottom Line  

There appears to be a small bearish edge, but I still do not find the overall setup 

compelling.  
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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

February  14, 2019 NASDAQ up 4 days < 200ma 1-2 days Bearish

February  14, 2019 Unfill up, 20-day  high, Close < open. 1-2 days Bullish

February  12, 2019 VIX up SPX up Monday  < 200ma 1-5 days Bearish -3.40% 1.90% 3.80%

February  7 , 2019 Low Range Low Volm Inside SPY <200 1-8 days Bullish 3.40% -2.55% -5.90%

Active - Long Term

January  9, 2019 Up Issues > 7 0% for 3 days 1-85 days Bullish

January  2, 2019 NASDAQ leading int term Bullish

November 1 , 2018 Best 6 Month During Pres Y r 3 1-6 months Bullish 17.70% -3.10% -7.20%

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

 

The Evidence 

Wednesday was another up for the market.  The SPX rose 0.3%, the NASDAQ gained 

0.1%, and the Russell 2000 rallied 0.3%.  Breadth was positive as the NYSE Up Issues % 

was 63% and the Up Volume % came in at 64%.  NYSE volume declined some from 

Tuesday’s level. 

 

One study that provided some compelling results is the one below. It was last seen in the 

3/22/16 subscriber letter. It looks at other instances in which the NASDAQ rose exactly 4 

days in a row and closed under the 200ma. All results have been updated. 

 

 

 

Results here appears to be strongly bearish. And the edge persists for up to 2 weeks. I 

also examined how the SPX might have performed when the Nasdaq had set up this way. 

The updated results below show this. 
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Though not quite as powerful, these results appear just as consistently bearish as the 

NASDAQ results. Below is an equity curve that assumes a 2-day holding period. 
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Certainly not the straightest curve we have seen, but it does wind its way from upper left 

to lower right.  And the fact that both the NASDAQ and the SPX have closed below the 

entry price in every instance has me accepting of this study and including it on the Active 

List. 

 

Looking at the 1-day SPY pattern hinted at a bullish edge.  In the 3/31/16 Letter I ran a 

test of performance following unfilled upside gaps that make a 20-day high.  I broke out 

the results by times the SPY closed above the open versus times where it closed below 

the open.  I updated those studies below. 

 

First let’s look at times (unlike Wednesday) where the finish was relatively strong: 

 

 

 
 

 

There doesn’t appear to be any edge in either direction here.  Now let’s examine times 

like the present where SPY closed below the open.   
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These results are substantially better than earlier where the finish was above the open.  

The weak finish should not concern bulls, in fact it appears they should be excited by it.  

Below is an equity curve that shows how the edge has played out over time. 

 

 

 

The upslope here is persistent and rather impressive.  I have included this study on the 

Short-Term Active List. 

 

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 remained below zero.  

Negative readings mean net expectations are for downside over the next few days.  

Meanwhile, the black Differential Line also held 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.   

 

Based on the current active studies, expectations are set to remain slightly bearish on 

Thursday.  This could easily change if new bullish evidence emerges.  The Differential 

Pivot will be 2716.22 on Thursday.  That is 1.3% below Wednesday’s close.  Therefore, 

SPX would need to close down at least 1.3% on Thursday in order to flip from 

overbought to oversold versus recent expectations.   

 

The market is overdone to the upside, overdue for a pullback, and showing signs that a 

dip is likely.  Additionally, we are now entering a large QT week, which could finally 

help the bears put together some kind of substantial pullback.  So I strongly considered 

taking on new short exposure on Thursday.  But the mixed evidence and intermediate-

term bullish outlook have me being quite conservative.  I am not inclined to try another 

counter-trend trade just yet.  I’ll see what new evidence emerges on Thursday before 

looking to take on new positions. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 2/11– somewhat bullish  

The intermediate-term outlook was last updated in the 2/4 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. 

 

 

Current Open Trade Ideas 

None 

 

 

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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