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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 0  
 

 

Tonight’s Research Points  

   

• The VIX is suggesting a bounce.  

• Big drops from short-term lows during an uptrend suggest a sizable bounce.  

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish, and there appears to be a substantial upside edge over the next few days. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

  
 

 

The Evidence 

Wednesday was a rough day for the market. SPX closed down 3.5%, the NASDAQ tumbled 3.7%, 

and the Russell 2000 dropped 3.0%. Breadth was extremely negative with the NYSE Up Issues % 

coming in at 9% and the Up Volume % at 15%. NYSE total volume spiked higher on the selloff. 

 

In the 9/9/20 letter I looked at some studies that examined multiple strong down days in a short 

time period. I found there to be a notable difference in results for times SPX finished at a short-

term low vs times it did not. This can be seen in the studies below. 

 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

October 29, 2020 VIX 30% over 10m and over 30 1 day Bullish

October 29, 2020 10-Low dn 1%. Mon > 200 1-5 days Bullish

Active - Long Term

September 28, 2020 NASDAQ Leading int term Bullish

September 28, 2020 4 weeks down > 40-week ma 1-10 weeks Bullish 8.60% -3.10% -7.40%

August 27 , 2020 SPX 50-day  %b crosses over 100 1-50 days Bullish 4.90% -4.40% -8.90%

July  9, 2020 Golden Cross int term Bullish

April 29, 2020 Sell in May  after 5% drop Jan-Apr 6 months Bearish

March 23, 2020 QE4 int term Bullish
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Without closing at a low area, evidence is not compelling. But the strong selloff to a short-term 

low during a long-term uptrend is generally a decent setup for buying. And that is what we are 

seeing in the numbers from the 2nd study. Below is a look at the 4-day profit curve. 
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The strong, steady upslope serves as some confirmation of the bullish edge. 

 

Also notable was the action in the VIX, which rose over 20% on Wednesday. An interesting study 

from the Quantifinder was from the 9/4/20 letter. It notes not only that the VIX is relatively 

stretched on a short-term basis, but that the VIX reading is also somewhat high on an absolute 

basis. Over the years I have found that short-term stretches are not as impactful when the stretch 

is coming from a very low level. This is the reason the VIX > 30 is also included as a filter.  Results 

are updated. 

 

 

 

Instances are a little lower than I’d prefer, but the stats are very strong, and the curve is fairly 

smooth. The average performance the day after the setup has been a 2.8% gain. That is a huge 

average for just a 1-day trade.  

 

I also noted that with the VIX closing over 40 on Wednesday, that made it 35 days in 2020 that it 

has closed over 40. We have also seen just 35 days in which it closed under 20. (They were the 1st 
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35 days of the year.) It is very rare to see so many closes over 40, and also very rare that there 

would be as many over 40 in a year as there are closes under 20. Below is a breakdown by year, 

with 2020 so far. 

 

 

 

2008 and 2009 are the only other years that had even 15 days where the VIX closed above 40. 

 

With the market selling off so hard, the studies that were all on the short-term active list last night 

got run over and have been removed. So the list is limited, but evidence I am seeing tonight is all 

pointing to the fact that the selling is overdone, and that a rebound is likely. Of course there is 
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always a chance that we see a market cascade like occurred in March, but that is a very recent 

memory, COVID risks are better known, the Fed is backstopping the market, and while politicians 

have avoided putting together a stimulus package for months, they will likely find it easier to agree 

on one after the election (hopefully before January). So while I would not completely rule out a 

larger crash, I think odds greatly favor a bounce quite soon. The SPX is down nearly 7.5% over 

the last 12 days. That is already a fairly sizable drop when the market is in an uptrend. I will note 

that the CBI is stuck at zero. I would prefer to see that spiking a bit to have greater confidence in 

the timing of the bounce. But there was no CBI spike in June or September when the market sold 

off. So we certainly don’t need one in order to bounce. 

 

I have updated the Aggregator chart below.   

 

 
 

With tonight’s evidence considered, the green Aggregator Line remained well above zero.  Positive 

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

Differential Line is way, way far above 0. The positive Differential Line reading means that SPX 

is strongly oversold versus recent expectations. So expectations are positive and SPX is oversold.  

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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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 active studies, expectations are slated to remain bullish on Thursday. 

This could change if very compelling new bearish evidence emerged. Meanwhile, the Differential 

Pivot will be 3441.75 on Thursday. That is 5.2% above Wednesday’s close. That’s almost certainly 

not going to happen just on Thursday. A more likely scenario to work off the oversold condition 

would be a multi-day rally or consolidation. 

 

So the Aggregator is again bullish. I like the long side, but I was a bit early with my entries. Still 

I’ll continue to look for a bounce in the coming days, and will continue to re-evaluate as the action 

unfolds and the evidence changes. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 10/26– slightly bullish 

 

 

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.  

 

 

 

 

 

 

 

 

http://quantifiableedges.com/subscribers/video/p/id/18
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

SPY(1/4) 10/19/2020 $347.29 $326.66 -5.94% Aggregator

SPY(1/4) 10/21/2020 $342.73 $326.66 -4.69% Aggregator

SPY(1/4) 10/27/2020 $338.22 $326.66 -3.42% Aggregator  
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