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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 6  
 

 

 

Tonight’s Research Points  

 

 

• The SPX price pattern the last 2 days suggests a failure by the bears. Bulls have a chance 

to take charge over the next few days.  

 

 

 

Short-term Outlook  

The Bottom Line  

With expectations still bullish, but the market short-term overbought the setup now appears 

neutral. 
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Summary of Recent Active Studies (see Letters from listed dates for details 

             
 

 

The Evidence 

Thursday saw a morning selloff reverse, with most of the indices closing higher. The SPX rose 

0.3%, the NASDAQ also gained 0.3% and the Russell 2000 lost 0.1%. Breadth was mixed as the 

NYSE Up Issues % was 50.4% and the Up Volume % came in at 49%.  NYSE volume rose some 

from Wednesday’s level. 

 

On Wednesday the bulls tried to make a move higher and failed, making for a higher high and a 

lower close.  On Thursday the opposite happened.  The bears failed in their attempt at a move 

lower.  In the 9/26/19 Subscriber Letter I looked at two-day moves like this.  I found results to be 

substantially different based on whether the market is near the top or the bottom of its short-term 

range.  When the pattern occurs in the lower end of the short-term range is has been consistently 

bullish over the next 4-5 days.  This can be seen in the below test, which I have updated. 

 

 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

January  31, 2020 Higher high dn close, lower low up close 1-5 days Bullish

January  30, 2020 NASDAQ up 2 from 10-low < 10ma 1-2 days Bullish

January  29, 2020 10-low. Unfilled gap up and close < 10 1-5 days Bullish

January  28, 2020 1st 10-low in 30 days 1-8 days Bullish

January  27 , 2020 1st close < 10ma in over 25 days 1-9 days Bullish 2.65% -0.85% -1.80%

Active - Long Term

January  27 , 2020 1st close < 10ma in over 25 days 1-19 days Bullish 3.90% -1.60% -4.20%

January  17 , 2020 SPX 50-day  %b > 100 1-50 days Bullish 4.90% -4.20% -7.90%

November 11 , 2019 "not QE" int term Bullish

November 4, 2019 Presidential cycle + Best 6 mos bullish 6 months Bullish

October 28, 2019 NASDAQ Leading int term Bullish

April 2, 2019 Golden Cross int term Bullish
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Odds strongly favor a move higher and the profit factors are very impressive over the next 4-5 

days.  Below is an equity curve using a 5-day exit strategy to see how the edge has played out over 

time. 

 

 

 

The persistent upslope is impressive.  The failure of the bears to take control when the market 

pressed downward and made a lower low on Thursday has potentially opened the door for the 

bulls.  

 

Also below are the results when the pattern occurred and the SPX closed above the 10ma.  This 

table is updated from the 9/26/19 letter as well. 
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We see here that performance moving forward has been a tossup. The 1st setup is the one that 

triggered, and I have added it to the Active List.  

 

The 1st trading day of the month often plays out for the bulls.  But the edge over time has been 

correlated to how SPY closed on the last day of the month.  This can be seen in the studies below, 

which also use a 200ma filter.  They were last seen in the 9/30/19 letter, and have been updated.  

First let’s look at times the market closed in the bottom half of its range on the last day of the 

month. 

 

 

 

The stats here are outstanding.  Gains absolutely blow away losses in every category.  Gross gains 

are 6.4x the size of gross losses.  That’s a very impressive stat when you are looking at a sample 

size of 119 instances.  Below is a profit curve. 
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The long and persistent upslope is impressive, and serves to confirm the numbers.  But what if 

SPY closes in the upper half of its range on Friday?  
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We see here the upside edge nearly completely wiped away.  Here is the profit curve. 

 

 

 

This paints an even bleaker picture.  So it appears Friday’s action may be important when 

considering the odds of a rally on Monday.  The 1st day of the month has performed much better 

with some afternoon selling leading up to the day. 

  

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 above zero.  Positive 

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

Differential Line dropped below 0. The positive Differential Line reading means SPX is 

overbought versus recent expectations. So expectations are positive but SPX is still overbought.  

This is considered a neutral configuration. Neutral configurations are visible on the chart whenever 

both lines close on opposite sides of zero. Therefore, the Aggregator signal turned flat at the close.   

 

Based on the current list of active studies, expectations are set to remain bullish on Friday. This is 

unlikely to change. Meanwhile, the Differential Pivot will be inverted at 3296.80 on Friday. That 

is 0.4% above Thursday’s close. An inverted pivot means that the Differential Line would cross 

through zero if SPX closes flat. In this case, SPX will need to close up at least 0.4% in order to 

remain “overbought” vs recent expectations. Anything less than that and it will be considered 

“oversold” as of Friday’s close.  

 

So the Aggregator is neutral. With the bullish evidence and the inverted pivot it could get back to 

a “long” signal pretty quickly and easily. But it is not there yet, and I am not inclined to jump the 

gun and allocate to a new index trade ahead of the signal. I’ll see how Friday plays out and then 

consider my options for Monday. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 1/27 – bullish 

 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

OpenCatapult Triggers 

OXY – 1/3 @ $43.29 (bought at limit) 

OXY – 1/3 @ $42.52 (bought at limit) 

OXY – 1/3 @ $42.22 (bought at limit) 

AGN – 1/3 @ $188.19 (buy at limit) – not filled / cancel for now 

C – 1/3 @ $76.71 (buy at limit) – not filled / cancel for now 

NKE – 1/3 @ $100.24 (bought at limit) 

 

 

Broad Market Large Cap CBI – 6(OXY-3, AGN, C, NKE) 

 

 

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/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

OXY(1/3) 1/23/2020 $42.62 $40.59 -4.76% Catapult

OXY(1/3) 1/24/2020 $42.47 $40.59 -4.43% Catapult

OXY(1/3) 1/27/2020 $41.02 $40.59 -1.05% Catapult

FB(1/3) 1/28/2020 $214.87 $206.53 -3.88% sold on open

NKE(1/3) 1/28/2020 $100.24 $98.19 -2.05% Catapult

 
 

 

 

 

 

 

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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