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Signals Overview 

Aggregator CBI Reading

Short 0  
 

 

 

Tonight’s Research Points  

  

 

• Monday’s rally was massive. That has recently led to a dip the next day. 

• The sizable drop in the VXO suggests a possible short-term downside edge. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is suggesting a bearish edge.  
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Summary of Recent Active Studies (see Letters from listed dates for details) 

  
 

 

The Evidence 

Monday was a massive rally day. The SPX gained 7.0%, the NASDAQ rose 7.3%, and the Russell 

2000 surged 8.2%. Breadth was extremely positive as the NYSE Up Issues % was 90.5% and the 

Up Volume % came in at 88.8%.  NYSE volume rose to the highest level in a week. 

 

A 7% rise for the SPX is a magnitude that is rarely seen. Below I have listed all SPX 1-day rallies 

of 6% or more that closed below the 200ma. 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

April 7 , 2020 VXO drops 15%-20% 1-2 days Bearish -2.50% 1.35% 2.70%

Active - Long Term

March 27 , 2020 3 7 0% Up Issues Days 1-85 days Bullish

March 23, 2020 QE4 int term Bullish

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

October 28, 2019 NASDAQ Leading int term Bullish

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

April 6, 2020 1% decline on employment day 1-3 days Bearish -2.50% 1.35% 2.70%

April 6, 2020 1% drop is < 3/4 of yesterdays gain 1  day Bearish

April 6, 2020 1.25% drop on low volume 3x in 10 days 1-2 days Bullish 3.00% -1.90% -3.90%
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Most of these occurred in the 1930s, with 1987 and 2008-09 providing the only other instances 

until last month. Overall returns appear inconsistent over the next several days. I did note that the 

1-day returns have been on a bit of a cold streak since 1987. And 2 of the 3 instances in March 

also saw a large decline the next day. 

 

There were a number of studies that looked at sharp rallies and took volume into account. In 

general, very strong volume on a strong up day is a good thing. Less than that it not. Monday’s 

volume was odd in that while it was the highest volume in the last 5 days, it actually came in below 

the 10-day moving average. So you could make an argument that is was “ high” or “low”. I ran a 

couple of studies that described it. You can see them below. 
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However you define it, the volume just did not get to that 10+ day high level that would have 

yielded much more bullish results. So it does not seem that the strong rise on basically moderate 

volume is suggesting a strong edge in either direction. But there was an edge to be found when 

examining VIX and VXO behavior. 

 

Several studies triggered that noted the sharp drops in the both the VIX and VXO (the old version 

of the VIX). They are viewed as “fear indices”. So when there is a sharp decline in them that 

generally means fear is quickly leaving the market. More accurately, options traders are no longer 

willing to pay large premiums for protection, and option prices are dropping rapidly. The study 

below was last covered in the 1/25/16 letter. I found it the most compelling and the most 

comparable to the current situation. Stats are all updated. 
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We see here some very bearish statistics over the 1-2 day period. Below is a look at the profit 

curve. 

 

 

 

This equity curve seems to strengthen the bearish case. It appears there is rarely upside follow-

through when fear dissipates so quickly during a downtrend. 
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I have updated the Aggregator chart below.   

 

 
 

With tonight’s evidence considered, the green Aggregator Line moved further below zero.  

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

black Differential Line dropped 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 list of studies, expectations are set to remain negative on Tuesday. This could 

change if new bullish evidence emerges. Meanwhile, the Differential Pivot will be inverted at 

2520.89 on Tuesday. That is 5.4% below Monday’s close. So SPX will need to close down a very 

sizable 5.4% on Tuesday to flip from overbought to oversold on Tuesday.  

 

So the Aggregator is now in a bearish formation. Evidence is not overwhelming, though. And 

stepping in front of this kind of momentum can be a tough thing. Still, reward/risk appears to favor 

the bears. So with these choppy market conditions that have been persisting, I will look to take on 

a small amount of short exposure on Tuesday, but only if SPX closes higher for the 2nd day in a 

row.   

 

 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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Intermediate-term Outlook (2 weeks – 2 months) – updated 4/6 – neutral 

 

 

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. 

 

SPY – Short ¼ index position @ $265.00 LIMIT ON CLOSE. Based on the short-term 

outlook above, I will look to take on some short exposure in SPY if it closes up a bit more on 

Tuesday. 

 

 

Current Open Trade Ideas 

None 
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