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

 

QUANTIFIABLE EDGES  

SUBSCRIBER LETTER  

A S S E S S I N G  M A R K E T  A C T I O N  W I T H  I N D I C A T O R S  A N D  H I S T O R Y  

 

March 23, 2020          Volume 13  Issue 56  

 

 

 

 

 

 

 

 

 

 

Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 26  
 

 

 

Tonight’s Research Points  

  

 

• Multiple days of large drops some studies suggesting a short-term bullish edge. 

• The gap up, rally, and then reverse down to a new low suggest a short-term bullish edge. 

• Fridays tend to have more severe overreactions and more reliable bounces than other days, 

though the bounce has not necessarily been immediate in recent years. 

• The week after Quad-witching has been seasonally bearish. 

• VIX/SPX action Friday was extreme – and possibly bullish. 

• “Chop” is dominating, and will likely continue to do so. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish, the market is incredibly stretched by every measure, and a bounce is 

long, long, long overdue. 
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The Evidence 

Friday was another thumping. The SPX closed the day down 4.3%, while the NASDAQ lost 3.8% 

and the Russell 2000 dropped 4.2%. Breadth was surprisingly only moderately negative as the 

NYSE Up Issues % was 44% and the Up Volume % came in at 37%.  NYSE volume spiked higher 

as it often does on opex Friday. 

 

Fridays are often viewed as the day most likely to have a downside overreaction. This is because 

people may be looking to bail out ahead of the weekend and avoid getting hurt by further bad 

news. The study below is from the 8/26/19 letter and it considers selloffs of 2.5% or greater on 

Fridays. Stats are updated. 

 

 

 

These stats appear quite bullish for the short-term, though Monday does not show much of an edge. 

Below is an equity curve that assumes a six-day holding period. 
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That is an impressive upslope, and supportive of the bullish case. 

 

Also interesting about the big selloff on Friday was that it was the 2nd one in 3 days, and (thanks 

to the big reversal off the low on Wednesday), it did not even manage to make a 10-day low. This 

triggered the study below, which were last seen a few weeks ago in the 3/6/20 letter. 
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Over the 1st few days the consistency and the results were strong.  Below is a profit curve for the 

2-day holding period. 

 

 

 

Obviously the last instance was a big failure, but the overall curve is impressive. 



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

 

 

Another study that triggered tonight was from back in the 2/11/16 letter.  It considered SPY’s gap 

up and intraday action, which saw it run higher before reversing and closing at a new low.  Stats 

are updated. 

 

 

 

Stats here appear to strongly favor the bulls over the next 1-2 days.  Here is a profit curve that 

assumes a 2-day holding period. 
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There are some sizable moves on this chart, but the overall upslope seems to offer some 

confirmation of the upside edge suggested by the stats table.  I have also included this study on the 

Active List. 

 

Also worth noting is that the week after Opex is sometimes bearish.  This has often been the case 

following Quad-witching, which is March, June, September, and December.  Of course the 2nd 

half of December has shown bullish seasonality historically (ignore 2018), but those other 3 have 

NOT been good weeks for the market.  Below is part of a table from the 9/23/19 letter (not 

updated), showing just the bottom 7 weeks.  (Note I did not include weeks after the 5th Friday of 

the month, since instances for those were greatly reduced.) 
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We see here that the week after opex for September, June, and March have in fact been the worst 

3 weeks of the year over the last 31 years.  You’ll also note that the whole group shown follow 

either the 1st or 3rd Friday of the month.  And if I were to show the best weeks of the year, you’d 

notice that they all follow the 2nd and 4th Fridays of the month.  Below is a look at results if 

someone were to have bought opex Friday’s close in March, June, and September since 1988. 

These are updated. 
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The stats are poor as we knew they would be.  The strong, steady downslope is also supportive of 

the idea of a seasonally bearish edge. Below is a breakdown of buying at the closing and holding 

for the next X days. 

 

 

 

 I have included this study on the Active List. 

 

I will note that while March is in the group, and the stats are quite poor, it has been the month of 

the 3 that has been the least consistent. Below is the profit curve for just March. 
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Despite the chop, it is again at a new low. Of course, like I said last week as we headed into the 

typically-bullish opex period, I don’t think seasonality will really have a big influence on a market 

that is as disjointed as this one. 

 

There were also some remarkable aspects of Friday’s market action that may have gone unnoticed 

by many. For one, while the NASDAQ closed at a new low, the number of NASDAQ stocks 

making a new 52-week low came in at the lowest level in the last 2 weeks. Some might view that 

as a bullish divergence. I’m not sure. It is too rare to make a determination in my view. There have 

only been two other periods where the NASDAQ closed at even a 10-day low while the number 

of NASDAQ new lows came in at a 10-day low (my NASDAQ New Lows data only goes back to 

11/2005). They were in August 2015, and end of June/beginning of July 2017. Charts are below. 
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Polar opposite results. No edge here, but I found the observation interesting. 

 

Another bit of unusual action on Friday was the VIX in relation to the SPX. While SPX lost 4.3%, 

the VIX also declined, a very sizable 8.3%. They typically will trade in opposite directions. As the 

market sells off, the VIX, which measures options prices, will increase, since options traders will 

show fear of further selling. So to see the VIX drop on a day SPX did so poorly is unheard of. In 

fact, the VIX has never declined at all on a day that SPX closed down even 3%. So an 8.3% drop 

on a day the SPX fell 4.3% is remarkable. In the study below I show all instances where the SPX 

and VIX both declined at least 1.5% on the day. 
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Very unusual action. Very powerful results on those limited instances. Here are the 4 dates and 

their 9-day returns. 

 

 

 

Even the weakest of these rallies saw a 5.25% gain over the next 9 days. With instances so low, I 

am not including this on the active list tonight. But it does provide some hope. 

 

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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Tonight the green Aggregator closed well above zero.  Positive readings mean net expectations are 

for upside over the next few days.  Meanwhile the black Differential Line also remained 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 stayed long at the close.   

 

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

change if new bearish evidence emerges. Meanwhile, the Differential Pivot will be 2426.60 on 

Monday. That is a 5.3% above Friday’s close. Therefore, SPX will need to close up about 5.3% 

on Monday in order to change to overbought versus expectations.  

 

So the Aggregator is bullish. But the move lower over the last month has been historic. The stock 

market has never before seen a move from new highs like this where it has just gone straight down 

without any bounce at all. The worst crashes in history have been surpassed in many ways. 

Comparisons have been rare or non-existent for much of the action we have seen. I have been stuck 

long in some positions waiting for a sharp counter-trend move to sell into, but that move has not 

yet arrived. The last time SPX closed up as much as 2 days in a row was mid-February, before the 

top. There just has not been a mean reversion to speak of. This can also be seen in the CBI, which 
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has now held above 20 for 18 trading days in a row. This is by far a record. Spikes in the CBI are 

often met by a sharp reversion in short-order. But no good news has mattered, and the bad news 

has overwhelmed. I am not inclined to up my exposure any more until some kind of reversion does 

take place. Evidence continues to point to a bounce. I will continue to keep an open mind and 

reevaluate each night. Once that reversion does take place, strategies that look to trade quickly, 

both long and short, may turn out to provide a big advantage. I shared a special report with 

subscribers this past week. You can now download that report here, or from the “Special Reports” 

page on the website. I’ll provide a small but important update in the intermediate-term section 

below. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 3/23 – neutral 

Combo #1 Combo #2 Combo #3

Long Long Long  
Above is the status of the different Combination Signals from the Quantifiable Edges Market 

Timing Course.  Signals are long-term in nature.  All 3 can be either flat or long.  None of them 

look to short.  More information on these signals can be found in the Quantifiable Edges Market 

Timing Course, which is included with all annual subscriptions.  Detailed descriptions of these 

combination approaches can be found in Lesson 8.  Subscribers may also download detailed 

hypothetical historical performance reports covering 12/31/71 – 3/7/14 in Lesson 11, Course 

Downloads.  (You must go through the course first in order to access the Downloads.)  This week 

all 3 Combo Systems remained on long signals.   

 

This was yet another awful week for the market. SPX declined 15.0%, the NASDAQ lost 12.6%, 

and the Russell 2000 fell 16.2%. The trend is down. 

 

The Fed posted the latest update to the SOMA holdings after the close on Thursday.  

 

https://quantifiableedges.com/subscribers/content/f/id/96
http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-4/combining-price-seasonality/
http://quantifiableedges.com/module-4/market-timing-course-downloads/
http://quantifiableedges.com/module-4/market-timing-course-downloads/
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The $112 billion increase is the 3rd largest on record (dating back to 2003). The 2 weeks that saw 

higher increases were 3/18/09 and 4/15/09. While the Fed pumping has obviously not helped the 

market rally the last few weeks, without all the effort they have been putting in, we could have 

several blow-ups in the stock, bond, and commodity markets at this point. A partial list of what 

the Fed has been up to is below: 

• Slashed rates to 0. 

• Massive increase to QE. 

• 0.25% discount window. 

• Swap lines opened 

• Facilities to purchase / allow as collateral commercial paper, money markets, and muni-

bonds 

In other words, they are doing everything they can to keep markets liquid and functioning properly. 

This will matter at some point, and is all a long-term positive. 

 

Of course we are in bear-market mode right now. And while I anticipate a short-term bottom, I do 

not anticipate a V-bottom that kicks off a new and long-last rally to emerge right here. I believe 

we will be bear-market trading for a while. Below is an update to the chart I showed in the special 

report last week. 

 

https://quantifiableedges.com/subscribers/content/f/id/96
https://quantifiableedges.com/subscribers/content/f/id/96
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As you can see, the extremely sharp spike down has taken the line to a new low. Chop is now 

dominating. I expect very-short-term mean reversion to work well in the coming weeks and 

months. Traders will need to be nimble to take advantage. 

 

My overall intermediate-term outlook is similar to last week. While we have a few studies pointing 

higher, some incredibly oversold and overstretched indicators, and the Fed clearly on the market’s 

side, price action has been anything but bullish. Movements down from the 2/19 high have been 

historic. The market is acting far outside norms. The COVID-19 pandemic, supply-side shocks, 

demand shocks, quarantines, politics, oil prices, bond prices, and other forces have created massive 

amount of uncertainty. So I am inclined to remain neutral. This means I’m a bit more cautious 

about timing new entries for both longs and shorts. I might lean bearish if we were not SO oversold 

already at this point. Even if the market rises over the next several weeks, I think it will be a long 

time before we see a low-volatility uptrend emerge. I do not foresee a v-bottom recovery like 

December 2018. I expect bottoms will be re-tested, and there should be sharp rallies and sharp 

declines for months to come as the market refigures valuations. Perhaps most significant, I believe 

“chop” will continue to dominate and be an important factor for traders looking to take advantage 

of opportunities in this environment. 
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Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

OpenCatapult Triggers 

DD – 1/3 @ $50.45 (bought @ limit) 

XOM – 1/3 @ $56.36 (bought @ limit) 

DD – 1/3 @ $47.47 (bought @ limit) 

XOM – 1/3 @ $54.20 (bought @ limit) 

ALL – 1/3 @ $117.31 (bought @ limit) 

BLK – 1/3 @ $506 (bought @ limit) 

COP – 1/3 @ $53.83 (bought @ limit) 

ALL – 1/3 @ $115.73 (bought @ limit) 

COP – 1/3 @ $51.17 bought @ limit) 

DD – 1/3 @ $47.26 (bought @ limit) 

XOM – 1/3 @ $53.01 (bought @ limit) 

COP – 1/3 @ $47.13 (bought @ limit) 

MDT – 1/3 @ $100.98 (bought @ limit) 

WFC – 1/3 @ $42.47 (bought @ limit) 

AXP 1/3 @ $109.93 (bought @ limit) 

BLK 1/3 @ $463.01 (bought @ limit) 

MDT 1/3 @ $100.67 (bought @ limit) 

USB 1/3 @ $46.44 (bought @ limit) 

WFC 1/3 @ $40.85 (bought @ limit) 

ALL 1/3 @ $109.92 (filled) 

GE 1/3 @ $8.21 (buy @ limit) 

OXY 1/3 @ $12.51 (buy @ limit)  

SLB 1/3 @ $17.31 (buy @ limit) 

USB 1/3 @ $36.32 (buy @ limit) 

BA – 1/3 @ $154.84 (buy @ limit)  

KMI – 1/3 @ $13.86 (bought @ limit)  

 

Broad Market Large Cap CBI – 26 

 

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/LossStop Notes

SPY 2/25/2020 $312.65 $228.80 -26.82% Aggregator

SPY 2/27/2020 $305.46 $228.80 -25.10% Aggregator

DD 2/25/2020 $50.45 $31.47 -37.62% Catapult

XOM 2/25/2020 $56.36 $32.74 -41.91% Catapult

DD 2/26/2020 $47.47 $31.47 -33.71% Catapult

XOM 2/26/2020 $54.20 $32.74 -39.59% Catapult

ALL 2/26/2020 $117.31 $73.87 -37.03% Catapult

BLK 2/26/2020 $506.00 $354.72 -29.90% Catapult

COP 2/26/2020 $53.83 $26.84 -50.14% Catapult

ALL 2/27/2020 $114.59 $73.87 -35.54% Catapult

COP 2/27/2020 $49.60 $26.84 -45.89% Catapult

DD 2/27/2020 $45.82 $31.47 -31.32% Catapult

XOM 2/27/2020 $51.71 $32.74 -36.69% Catapult

COP 2/28/2020 $45.42 $26.84 -40.91% Catapult

MDT 2/28/2020 $98.97 $77.46 -21.73% Catapult

WFC 2/28/2020 $41.31 $26.50 -35.85% Catapult

AXP 3/2/2020 $109.93 $74.12 -32.58% Catapult

BLK 3/2/2020 $463.01 $354.72 -23.39% Catapult

MDT 3/2/2020 $100.67 $77.46 -23.06% Catapult

USB 3/2/2020 $46.44 $32.57 -29.87% Catapult

WFC 3/2/2020 $40.85 $26.50 -35.13% Catapult

ALL 3/6/2020 $104.21 $73.87 -29.11% Catapult

GE 3/10/2020 $8.21 $6.52 -20.58% Catapult

SLB 3/10/2020 $17.31 $14.28 -17.50% Catapult

USB 3/10/2020 $36.32 $32.57 -10.32% Catapult

KMI 3/13/2020 $13.86 $12.35 -10.89% Catapult

OXY 3/17/2020 $12.02 $10.23 -14.89% Catapult

BA 3/17/2020 $129.61 $95.01 -26.70% 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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