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Signals Overview 

Aggregator CBI Reading

Long 19  
 

 

 

Tonight’s Research Points  

  

 

• The CBI is flashing strong signs of a bounce. 

• Another strong drop and close at a 10-day low above the 200ma is suggesting a bullish edge. 

 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is again bullish. The market is acting outside of historical norms, but there should 

be a strong bounce coming soon. 
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Summary of Recent Active Studies (see Letters from listed dates for details 

             
 

 

The Evidence 

Fear and selling ruled the day. The SPX closed down 3.03%, the NASDAQ lost 2.77% and the 

Russell 2000 dropped 3.45%. Breadth was extremely negative as the NYSE Up Issues % was 9.8% 

and the Up Volume % came in at 13%.  NYSE volume was quite a bit higher than Monday’s level. 

 

The market does not do this. It does not drop this sharply from an all-time high. There are a LOT 

of studies triggering in the Quantifinder tonight. (And every one of them is bullish.) But none of 

them take into account just how extreme the last few days has been from a price-action standpoint, 

while also considering the market has been in a long-term uptrend. Here are a couple of tweets I 

posted this afternoon that demonstrate what I am talking about. 

 

 
 

In fact, with the SPX closing down over 3% on Monday and Tuesday, you’d have to go back to 

1933 to find the last time that happened while above the 200ma. Of course the S&P 500 really 

only came to exist in 1957. The data prior to that is the predecessor index, the S&P 90. So SPX 

really has never done what it did the last 2 days. Here is the 2nd tweet. 

 

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

February  26, 2020 SPX 50-low. CBI >= 19 1-5 day s Bullish

February  26, 2020 SPX dn > 1 .5% 2x. 10-day  low > 200 1-7  day s Bullish

February  25, 2020 VIX crosses > 35% above 10ma 1-2 day s Bullish

February  25, 2020 3 Lower HiLo-Cl. 10-low. Monday 1-3 day s Bullish

February  25, 2020 3% drop and 1% from low. 5-Low y est 1-5 day s Bullish

Active - Long Term

February  26, 2020 CBI gains 10+ points in 1  day 1-18 day s Bullish

February  26, 2020 SPX 50-low. CBI >= 19 1-18 day s Bullish

February  3, 2020 Hindenburg cluster 4+ (triggered Feb 3) 1-35 day s Bearish

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

November 11 , 2019 "not QE" int term Bullish

November 4, 2019 Presidential cy cle + 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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That 1989 instance was known as the “Black Friday mini-crash”. Here is the Wikipedia page if 

you want to learn more about it: https://en.wikipedia.org/wiki/Friday_the_13th_mini-crash 

 

So there are plenty of studies triggering in the Quantifinder now that look at multiple down days, 

or big 2-day drops. But they all understate what is happening. And what is happening is historically 

abnormal. 

 

I decided tonight to take a detailed look at some studies around the Quantifiable Edges Capitulative 

Breadth Indicator (CBI). What I like about the CBI at times like this is that is measures extreme 

action, and how broad the extreme selling is. After closing at a somewhat neutral 5 on Monday, 

Tuesday saw the reading spike up to 19. As I discussed in detail in the CBI Research Paper, spikes 

in the CBI to 10 or higher have been followed by bounces in SPX on a highly reliable basis. And 

the combination of a CBI spike along with an intermediate-term low in the SPX has been especially 

powerful. This can be seen in the study below. 

 

https://en.wikipedia.org/wiki/Friday_the_13th_mini-crash
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Over the next 1 day to 4 weeks the numbers suggest a strong upside edge. Below is a look at both 

the 5-day and 18-day profit curves. 
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After failing on the 1st 3 instances, the 5-day results have shown a strong, steady rise over the last 

21 instances. Now the 18-day curve. 
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This has looked very impressive from the start, with only 1 instance ever failing, and the rest 

showing steady gains. These curves act as confirmation of the bullish numbers. 

 

Of course we spiked far past 10 today. So I also looked at the study with a CBI requirement of 19. 
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While instances are fairly low, then numbers here are exceptionally strong. Below is a 5-day profit 

curve. 
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For a study with such substantial 5-day numbers, the profit curve is incredibly straight. The returns 

were not simply due to a small minority of the trades. 

 

Of course another way I often show CBI performance is looking how the market would have 

performed if you buy on a spike, and then wait for a CBI reversion back to neutral before exiting. 

The study below is similar to many I have run in the past. 
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Here again we see a strong chance of a sizable bounce. I do find it interesting that the average 

length of time it took for the CBI to return to 3 or lower was 9 trading days. There is a bounce 

likely, but it is not immediate in every case. 

 

It is also worth examining the exceptional 1-day spike the CBI had on Tuesday. In the CBI 

Research Paper I showed that a CBI total of 10 or more has generally been a bullish sign. But 

Tuesday saw the CBI rise by 14 points on just that day. That is a very strong 1-day change. Below 

I examined all other instances where the CBI spiked by at least 10 points in 1 day. 

 

https://quantifiableedges.com/intraducing-the-quantifiable-edges-cbi-research-paper/
https://quantifiableedges.com/intraducing-the-quantifiable-edges-cbi-research-paper/
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The setup is rare, but there are some very strong numbers here. Over the next week the average 

instance gained 3.9%, and the average 18-day % gain was 6.6%. Below is a look at all the 

individual instances. 
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Here again we see that the bounces have typically been strong, but they have not always been 

immediate. 2002, 2008, and 2015 all show some additional scary selling before the big reversal 

arrived. The CBI is suggesting a strong chance of a sizable bounce over the next week or more. It 

may or may not begin on Wednesday. 

 

I started this discussion by stating that we were in a historically abnormal market. And that is 

certainly the case. But I still thought I would highlight one study that showed similar, yet less 

extreme, action. The study below last appeared in the 2/3/20 subscriber letter.  It required at least 

2 strong days of selling within the last week. 
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The numbers look bullish.  Below is a look at the profit curves. First, the 1-day. 

 

 
 

The 1-day results have remained firm for this particular study. Now let’s look at the 7-day results. 
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The steady move from lower left to upper right is impressive and serves as some confirmation of 

the bullish edge suggested by the numbers. I have added this study to the 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 new evidence to consider, the green Aggregator Line moved higher above zero.  

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

black Differential Line also is stretched extremely far above 0. The positive Differential Line 

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

is strongly 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.   

 

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

not going to change. Meanwhile, the Differential Pivot will be 3332.53 on Wednesday. That is a 

whopping 6.5% above Tuesday’s close. So SPX would need to close up a massive 6.5% on 

Wednesday in order to flip from oversold to overbought versus expectations. That’s an extremely 

unlikely 1-day move. A more likely scenario for working off the oversold condition would be a 

multi-day rally or consolidation.  

 

It is tough to draw comparisons when the market is not adhering to historical precedents. Still, 

when the market get this oversold, a bounce of some magnitude is almost certainly going to appear 

in the near-term. Of course when the market is losing over 3% per day, even being off by 2 or 3 

days can be harrowing. But I look to play the odds. And I have been taking on long exposure, and 
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I will continue to look to add more on Wednesday (and maybe again on Thursday). I am waiting 

for that bounce at this point. And when it comes, I will look to sell a good chunk of my holdings 

into the reversion, and depending on the evidence that emerges I may hold some for a longer 

period, or I may exit everything and re-assess. But I fully expect a sharp bounce to arise soon, and 

I am positioning to take advantage of it. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 2/24 – bullish 

The intermediate-term outlook was last updated in the 2/18/20 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 

DD – 1/3 @ $50.45 (bought @ limit) 

GOOGL – 1/3 @ $1419.86 (bought @ limit) 

MDLZ – 1/3 @ $57.74 (bought @ limit) 

MSFT – 1/3 @ $170.89 (bought @ limit) 

XOM – 1/3 @ $56.36 (bought @ limit) 

New 

DD – 1/3 @ $47.47 (buy @ limit) 

GOOGL – 1/3 @ $1386.32 (buy @ limit) 

MDLZ – 1/3 @ $57.02 (buy @ limit) 

MSFT – 1/3 @ $168.07 (buy @ limit) 

XOM – 1/3 @ $54.20 (buy @ limit) 

ADBE – 1/3 @ $347.80 (buy @ limit) 

ALL – 1/3 @ $117.31 (buy @ limit) 

AMZN – 1/3 @ $1972.74 (buy @ limit) 

BLK – 1/3 @ $506 (buy @ limit) 

COP – 1/3 @ $53.83 (buy @ limit) 

F – 1/3 @ $7.23 (buy @ limit) 

MA – 1/3 @ $302.89 (buy @ limit) 

MMM – 1/3 @ $146.85 (buy @ limit) 

NFLX – 1/3 @ $360.09 (buy @ limit) 

 

Broad Market Large Cap CBI – 19(DD-2, GOOGL-2, MDLZ-2, MSFT-2, XOM-2, ADBE, 

ALL, AMZN, BLK, COP, F, MA, MMM, NFLX) 

http://quantifiableedges.com/current-weekly-letter/
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. 

 

SPY – Buy ¼ index position @ $309.50 LIMIT ON OPEN. If not filled on open, cancel 

order and look to enter at $312.50 LIMIT ON CLOSE. Based on the short-term outlook 

above, I will look to take on a 3rd lot if I can get a favorable fill on Wednesday. 

 

I will also be looking for the following Catapults: 

DD – 1/3 @ $47.47 (buy @ limit) 

GOOGL – 1/3 @ $1386.32 (buy @ limit) 

MDLZ – 1/3 @ $57.02 (buy @ limit) 

MSFT – 1/3 @ $168.07 (buy @ limit) 

XOM – 1/3 @ $54.20 (buy @ limit) 

ADBE – 1/3 @ $347.80 (buy @ limit) 

ALL – 1/3 @ $117.31 (buy @ limit) 

AMZN – 1/3 @ $1972.74 (buy @ limit) 

BLK – 1/3 @ $506 (buy @ limit) 

COP – 1/3 @ $53.83 (buy @ limit) 

F – 1/3 @ $7.23 (buy @ limit) 

MA – 1/3 @ $302.89 (buy @ limit) 

MMM – 1/3 @ $146.85 (buy @ limit) 

NFLX – 1/3 @ $360.09 (buy @ limit) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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

SPY(1/4) 2/24/2020 $323.14 $312.65 -3.25% Aggregator

SPY(1/4) 2/25/2020 $312.65 $312.65 0.00% Aggregator

DD(1/3) 2/25/2020 $50.45 $47.47 -5.91% Catapult

GOOGL(1/3) 2/25/2020 $1,419.86 $1,386.32 -2.36% Catapult

MDLZ(1/3) 2/25/2020 $57.72 $57.02 -1.21% Catapult

MSFT(1/3) 2/25/2020 $170.89 $168.07 -1.65% Catapult

XOM(1/3) 2/25/2020 $56.36 $54.20 -3.83% 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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