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Market Overview 
 
 
 

  
Tonight’s Research Points 

 Strong breadth 2 of the last 3 days is not bullish without an accompanying 10-day 

high. 

 Volume while weak was not weak enough to trigger bearish studies.   

 The Aggregator System went flat at the close. 

 The NDX Aggressive Trend Timer remained flat at the close. 

 

Short-term Outlook – updated 5/13 

The Bottom Line 

While the market ran against our position, we are back to flat tonight as expected. 

 

Summary of Recent Active Studies (seeHHhttp://QuantifiableEdges.blogspot.com HHHHH or 

Letters from listed dates for details) 
Study Date Description T im e span Bias Avg Max Move

Active

May 6, 2010 Gap & partial reverse from 5-day  low 1-10 days Bullish 3.30%

Active - Long Term

May 13, 2010 2 of 3 7 5% Up Issues. No 10-high. 1-2 weeks Bearish

April 26, 2010 No breadth divergence at new high int. term Bullish

Dropped Tonight  

May 11, 2010 Nas up 3% on lowest volume in 5 days 1-2 days Bearish

May 11, 2010 VXO drops 20% today 1-2 days Bearish  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

 

 

 

http://quantifiableedges.blogspot.com/
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The Evidence 

The market bucked the odds a bit on Wednesday and put in a strong day higher.  When it 

was over the SPX gained 1.4%, the Nasdaq 2.1% and the  Russell 2000 rose nearly 3%.  

Breadth was again very strong as the NYSE Up Issue % came in at 82% and the Up 

Volume % at 86%.  Total volume declined for the 4
th

 straight day. 

 

Today’s action did bring about a few studies from the Quantifinder, but nothing with a 

real strong directional edge.  I noted breadth in my intraday Quantifinder note and for the 

2
nd

 day in the last 3 it was quite strong.  In the 2/12/10 Subscriber Letter I showed some 

studies that looked at other instances where the Up Issues % was at least 75% in 2 of the 

last 3 days.  What I found was that the setup was generally positive unless the market 

failed to make a 10-day high on the 2
nd

 strong breadth day.  Below are updated results 

showing instances that made a 10-day high. 

 

 

 

As you can see these results suggests a solid upside edge.  Unfortunately the SPX did 

NOT make a 10-day high today.  Below are results from times like now. 
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Short-term it’s pretty much a tossup.  Once you get out a couple of weeks there actually 

appears to be a bit of a downside edge.  Instances are a bit low, though.  These results 

seem to suggest that strong bounces from VERY oversold levels will often pull back.  It 

doesn’t help greatly in timing the pullback though. 

 

We saw just 2 nights ago a study that looked at strong Nasdaq moves on 5-day volume 

lows.  Below is a copy of that study (not updated). 

 

We didn’t get a 3% gain tonight, but we did see the Nasdaq gain 2%.  I therefore ran a 

similar test to examine rises between 2% - 3%. 
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Obviously the downside edge is no longer evident on these less pronounced one-day 

rallies. 

 

So we are still in a bit of a nowhere land.  There doesn’t appear to be too strong of an 

edge present in either direction and it is a bit of a waiting game.  I have added the breadth 

study to the intermediate-term list so as to keep it in mind over the next couple of weeks. 

 

I’ve updated the AggregatorH chart below.   

  

 
 

With the short-term bearish studies expiring tonight the green Aggregator line flipped 

back to positive.  This indicates net positive expectations over the next few days.  The 

black Differential line shows that the SPX has handily beaten expectations over the last 

few days.  So while expectations are positive the market is already overbought versus 

recent expectations.  This shows up on the chart with both lines on opposite sides of zero 

and suggests a neutral configuration.  The Aggregator System changed back to flat at the 

close. 

 

Looking ahead if the green Aggregator line is to flip negative we will need to see more 

bearish evidence emerge.  Meanwhile the pivot value for the black Differential line will 

be 1,160.44 on Thursday.  This means in will take a close at or below this level for the 

Differential line to turn positive. 

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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The system is back to neutral, the triggers list is quite small tonight, and I’m content to 

wait for a more substantial edge. 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 5/10 neutral 

I actually discussed most of the intermediate-term implications in the short-term section 

above, so I don’t have a lot more to add here tonight.  One notable is that Nasdaq/S&P 

Relative Strength indicator which is tracked on the charts page, flipped this week so that 

the S&P is now leading for the 1
st
 time in a few months.  This isn’t necessarily bearish, 

but rather a neutral position. 

 

There were also 2 bearish studies that were eliminated from the active list on Thursday 

night as they met their targets with the big selloff Thursday. 

 

As shown above, breadth and price action are suggesting new highs.  Meanwhile the VIX 

stretch charts seen above are suggesting a bit of a consolidation is likely.  In any case, 

judging the intermediate-term is more difficult when the short-term is so in flux.  I’ll be 

watching the bounce closely this week and evaluating further based on the implications 

suggested by the bounce. 

 

Catapult and Capitulative Breadth Statistics 

H(Catapult Presentation Part 1) HHHH HHHH(Catapult Presentation Part 2) 

Open Catapult Triggers 

MON - 1/3 position @ $64.73 limit ( filled @ $62.60) 

MON – 1/3 position @ $62.25 limit (filled @ $60.74) 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 2 (MON-2,) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://quantifiableedges.googlepages.com/CatapultandCBI.ppt-voice1.ppt
http://quantifiableedges.googlepages.com/CatapultandCBI.ppt-voice2.ppt
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Additional New Trade Ideas 

A full listing of system triggers can be found at the system triggers 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. 
 

Active Trades Table 
Symbol Entry Date Entry Price Current Price% Gain/LossStop Notes

MON(1/3) 4/29/2010 $62.60 $56.83 -9.22% Catapult

MON(1/3) 5/5/2010 $60.74 $56.83 -6.44% Catapult

SPY(1/4)(s) 5/12/2010 $116.29 $117.43 -0.98% short open cover close
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