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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

 

Tonight’s Research Points  

  

 

• The 1st down day after a strong move off a bottom is often short-term buyable. 

• Sharp drops that only partially retrace gains from the day before are often followed by more 

selling the next day. 

• We are entering a seasonally bullish week. 

• Sharp drops that only partially retrace the day before often see more selling the next day. 

• Low-range inside days under the 200ma show downside risk. 

• Breadth was strong this week, which is a good sign for the intermediate-term. 

• The Fed is pumping at an unprecedented rate.  

• Day to day chop continues to dominate. 

 

 

Short-term Outlook  

The Bottom Line  

Volatility is high and short-term evidence is mixed. The Aggregator is neutral, and so a I. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

  
 

 

The Evidence 

Friday saw a pullback after the 3-day massive bounce. The SPX declined 3.4%, while the 

NASDAQ lost 3.8% and the Russell 2000 fell 4.1%. Breadth was negative as the NYSE Up Issues 

% was 22% and the Up Volume % came in at 19%.  NYSE volume was the lightest in the last 

couple of weeks. 

 

I’ve spent some time talking about initial thrusts off intermediate-term lows over the last few days.  

After 3 strong days higher, Friday was the 1st day to take a break from the buying.  In the 11/5/18 

letter I looked back at other instances of 3+ day thrusts following 50-day lows and what happened 

after they experienced their 1st down day.  Updated stats are below. 

 

 

 

As we can see, most of the time that 1st down day acted only as a quick pause.  It did not ignite 

more immediate selling.  Combine that with the fact that the moves up outsized the moves down 

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

March 30, 2020 SPX dn 2.5% on a Friday 1-5 day s Bullish 3.70% -2.55% -5.60%

March 30, 2020 3 day s up from 50-low then 1  down 1-2 day s Bullish

March 30, 2020 Week after 4th Friday  in March bullish 1-5 day s Bullish 2.00% -1.00% -2.10%

March 30, 2020 Low range inside < 200ma 1-2 day s Bearish

March 30, 2020 1% down < 3/4 of y esterday s rally 1  day Bearish

Active - Long Term

March 27 , 2020 3 7 0% Up Issues Day s 1-85 day s Bullish

March 23, 2020 QE4 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 (will flip on 3/30) int term Bullish

Dropped Tonight (expired or Avg move + 1 std dev exceeded) 

March 27 , 2020 SPX up 3 day s from 50-day  low 1-5 day s Bullish 3.20% -1.50% -3.00%
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and there appears to be a clear upside edge over the 1st 1-3 days.  Most of the edge is realized 

within 2 days.  Also interesting is the failures.  When there was not a bounce in the next day or 

two, then there hasn’t been one for over a week.  To get a better feel for how the 2-day edge has 

played out I have produced a profit curve below. 

 

 

 

The strong, steady upslope serves as confirmation of the upside edge. 

 

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 was seen just last week in the 3/23/20 letter and it considers selloffs of 

2.5% or greater on Fridays. Stats are updated. 
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These stats appear quite bullish for the short-term, though Monday does not show an upside edge. 

Below is an equity curve that assumes a 5-day holding period. 
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That is an impressive upslope, and supportive of the bullish case. 

 

With regards to possible seasonality, we are in an interesting period right now.  The last couple of 

weeks the market did not play out well according to seasonal patterns. They were massively 

overshadowed by COVID-19 news.  But I will note that the week after the 4th Friday in March has 

been a strong one over the last 22 years.  (Not as much before that.)  We can see this in the study 

below, updated from the 3/25/19 letter. 

 

 

 

That is an encouraging looking curve and bullish stats.  Let’s see how it has broken down on a 

daily basis. 
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Numbers here are very good.  Though they are slightly different than those above.  That is because 

Easter will sometime fall during this period and sometimes the following week is 4 days and 

sometimes it is 5 days.  Below is a look at the 5-day profit curve. 

 

 

 

Again, no red flags based on the curve.  There appears to be a good chance the market will have a 

seasonal wind at its back this upcoming week.  But I do have 2 concerns about the above study: 1) 

As already mentioned, Easter sometimes falls during this time, so some of the positive seasonality 

may be due to the holiday.  2) Not sure how much seasonality matters right now.  So the market 
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MAY have a bullish seasonal wind at its back this week, but there are other things that are 

overshadowing seasonality.. 

 

The decline Friday was sizable, and followed a day where the market posted very strong gains. In 

the 3/28/18 subscriber letter I looked at other instances where a sharp drop occurred, but the drop 

was not even able to erase as much as three quarters of the previous day's gains. I have updated 

the results of that study below. 

 

 

 

Despite the failure of the last instance, the numbers and the curve both support the idea of a 

downside edge.  I also examined another derivation of this study in that 3/28/18 letter.  In this next 

study I added a filter to eliminate instances where the big move up the day before put the market 

at an intermediate-term high.  I have updated that study as well below. 
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Stats here are even more bearish, and the downside edge appears stronger.  I have included this 

study on the Active List tonight. 

 

In the 1/25/19 letter I showed some research with regards to low-range inside days that occur under 

the 200ma. The study below is the one that most matches the current situation. Stats are all updated. 
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We see here that up vs down chances are about even over the next few days, but the losers have 

been substantially larger than the winners. Below is a look at a 2-day profit curve to see how it has 

played out over time. 

 

 

 

Certainly choppy as you would expect, but it has managed to work its way from upper left to lower 

right. This study also appears to be worth some consideration. So we have quite the mix of short-

term studies based on recent action. 

 

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 Line held above zero.  Positive readings mean net expectations are 

for upside over the next few days.  Meanwhile the black Differential Line is still below 0. The 

negative Differential Line reading means SPX is overbought versus recent expectations. So 

expectations are positive but SPX is 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 stayed flat 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 2455.44 on 

Monday. That is 3.4% below Friday’s close. Therefore, SPX will need to close down 3.4% on 

Monday in order to change to oversold versus expectations.  

 

So we are seeing a real mix of evidence for the short-term. And while the weight of the evidence 

is higher over the next several days, it is actually skewed negative for the 1-day. This does not 

appear to be a low-risk or high-probability entry point. I am standing aside for the time being and 

waiting for more short-term clarity and more favorable reward/risk before looking to take on a 

new index position. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 3/30 – 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. I will note that the Golden Cross formation for 

the SPX will turn to a Death Cross on Monday. Of course this is a very late signal, but that is 

what happens when you use such long-term moving averages and the market drops sharply from 

a high level. 

 

This week saw a massive bounce. Tuesday-Thursday SPX rose over 17.5%, which was the largest 

3-day rally for the market since 1933. For the week as a whole, SPX closed up 10.3%, the 

NASDAQ rose 9.1%, and the Russell 2000 rallied 11.6%. The 3-day rally also posted some very 

strong breadth numbers, which triggered a compelling intermediate-term study that I showed in 

the Thursday night letter. I have copied that study below. 

 

Not only has the rate of change been impressive over the last 3 days, the breadth has also been 

strong. The study below was last seen in the 1/9/19 letter.  It looks at other times that breadth came 

in strong for 3 days in a row. Stats are updated. 

 

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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There are a lot of green numbers and the edge generally appears to be to the upside.  I have 

highlighted the 85-day results to take a closer look at them… 
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You don’t get curves that look much better than that.  So I will list this study on the intermediate-

term active list...  

 

 

The Fed posted the latest update to the SOMA holdings after the close on Thursday.  
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The $353 billion increase is the largest on record, and it is not even close. The 2nd largest occurred 

the week of 3/18/2009, and that was $171 billion, or less than half of this past week. The Fed is 

pumping at a rate that we probably never dreamed of in the past. But you need to squint to see the 

sharp spike in the chart below, which goes back to 2009, because it has been so steep over such a 

short period of time.  
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There is no more “unwind”. The SOMA is at new highs. Despite getting overwhelmed by a global 

pandemic and near-complete economic shutdown in the past month, strong rises in the SOMA 

have always panned out well for the stock market. So it is tough to bet against the market being 

able to mount another bull move with liquidity so flush. 

 

That does not mean I expect a straight shot higher. Nor am I yet convinced “the” bottom is in. 

Unemployment claims this week came in 5x higher than the prior worst week on record. Volatility 

is massive. And the 1st bounce is rarely the start of a new bull. The only other markets that dropped 

from a high to a bear anywhere near as fast as what we have seen are the 1929 and the 1987 crashes. 

I posted charts of those 2 below. The indicator on the bottom is the 1-day % change. 
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Not to make too much of just two instances, but in both cases the rebound was anything but a 

straight shot. 1987 reached a bottom rather quickly, but it was retested about a month and a half 
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later, and the subsequent move up was very choppy. 1929 saw a semi-retest about a month later. 

Then it put in a few good months before completely rolling back over.  Here is today. 

 

 

 

The biggest 3-day rally since the 30s did not make back much of the decline. There is a long way 

to go, and I expect moves will remain violent in both directions for a while. Implications of news, 

federal programs, and business interruptions on different parts of the economy are still largely 

unknown.  

 

I have updated the “Trend vs Chop” chart that I featured in the last few letters, and discussed 

further in the free special report a couple of weeks ago. 

 

https://quantifiableedges.com/subscribers/content/f/id/96
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Despite 3 consecutive up days, we see that “chop” still won out this week, as the line has moved 

even lower. Reversals are strong right now in a market that is emotional and reactive. 

 

Overall, I am starting to see some evidence that the intermediate-term could rally. We saw one 

breadth-thrust study emerge this week, and I will be on the lookout for others, including a possible 

Zweig Breadth Thrust in the coming days. Huge government stimulus and Fed liquidity pumping 

also favor the bulls. But volatility and chop are at extremely high levels. Sharp reversals have 

become the norm as traders overreact in both directions, with uncertainty and fear continuing to 

rule. Therefore, flexibility is essential. I don’t need to know where the market will be 3-4 weeks 

from now. I believe in this environment it will be more important to remain selective with entries, 

and then nimble and ready to close out or reverse positions quickly. The market had an 

unprecedented and unrelenting selloff like was never seen before. This was followed this week by 

one of the largest short-term bounces ever. I’ll be careful not to short too quickly into this initial 

bounce. But I expect one-way moves are nearing an end, and both sides may be played here soon. 

So my bias will remain neutral, and I will stand ready to take advantage of opportunities in either 

direction. 

 

 

https://quantifiableedges.com/rare-zweig-thrust-signal-suggests-bullish-implications/
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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 

Symbol Entry Date Entry Price Current Price % Gain/Loss Stop Notes

USB 3/2/2020 $46.44 $34.46 -25.80% sold on open

USB 3/10/2020 $36.32 $34.46 -5.12% sold on open  
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