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Market Overview 
 
 
 

  
Tonight’s Research Points 

 The strong breadth accompanying the new 50-day high appears to be a positive. 

 The Aggregator System turned from long back to flat. 

 The NDX Aggressive Trend Timer remained long. 

 

Short-term Outlook  

The Bottom Line 

The market bounced as expected and it was a big one.  It is now in “overbought” territory 

but there is no strong evidence that a pullback in imminent.  I‟d sidelined.  

 

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

October 6, 2010 50-day  high on strong breadth 1-2 days Bullish

October 4, 2010 50-day  high then 5-day  tight range 1-10 days Bullish 2.30%

October 1 , 2010 2 Days Down to finish Up Quarter 1-8 days Bullish 2.90%

Active - Long Term

September 20, 2010 Nas/SPX RS favors Nasdaq int term Bullish

September 13, 2010 Low Vol 20. Low range 20. Close<200 1-18 days Bearish

August 30, 2010 AAII Survery  very  bearish 1-30 days Bullish

July  20, 2010 Down 1  week after FTD int term Bearish

July  7 , 2010 McClellan Oscillator Bottom Divergence int term Bullish

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 

It was a very strong day for the market today.  A morning gap up never attempted to fill 

and the market moved higher for most of the day.  In the end there were strong gains all 

around and the market closed at new rally highs.  The SPX gained 2.1%, the Nasdaq 

added 2.4% and the Russell 2000 made nearly 3%.  Breadth was extremely strong.  The 

NYSE Up Issue % came in at 81% and the Up Volume % was 94%.  Total volume rose 

on both exchanges. 

 

There was one bearish study in the Quantifinder tonight from the 5/27/09 blog.  That  

study has not been potent above the 200ma and in fact I have decided to eliminate it 

altogether from the Quantifinder.   

 

One study that did appear with compelling results was from the 8/3/10 Subscriber Letter.  

It looks at other times the SPX posted a 50-day on extremely strong breadth. 
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Results are strong in both the short and intermediate-term – though not as strong as they 

appeared in August.  The last 2 instances have failed to close higher 2 days out – though 

the selling wasn‟t large.   

 

One issue with 90% days is that they have become much more common in the last 1-2 

years.  So while 90% up volume would one-time be considered very extreme it no longer 

is.  One way to see this is by looking at the equity curve of this study over time.  Below 

are the results using a 2-day exit. 

 

 

 

Between 1975 and 1991 there were a decent number of occurrences.  Then from ‟91 to 

‟09 there were none.  Over 18 years with not a single 50-day high occurring on 90% up 

volume.  But over the last year and a half there have now been 6 instances.  And what 

would have at one point been an extremely powerful breadth surge is now a bit more 

common.  Today‟s Up Volume % of 94% is well above the 90% level.  Still, today – at 

94% Up Vol - only fell between the 96
th

 and 97
th
 percentile of Up Vol % over the last 

year.  In other words, about 4% of days have seen stronger up volume than today.  From 

1970 – 2007 less than 2% of days had posted 90% or greater up volume.  

 

The percentile ranking is one I‟ve discussed before and have found useful in conducting 

some tests.  I‟ve referred to it as the Bounded Up Volume %.  I have decided I will add it 
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to the charts page in the near future.  In any case, I ran the test again to search for 

instances that SPX hit 50-day highs and the Bounded Up Vol % came in at 95% or 

higher.    Below are those results. 

 

 

 

A few things to point out here.  First, instances are MUCH more common than requiring 

a 90% Up Volume day.  Second, the edge is not as pronounced.  Third, the edge only 

appears short-term in nature.  There is no intermediate-term follow though.  With the 1-

day results being among the most compelling here I ran an equity curve using that as the 

exit criteria. 
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Especially notable about this chart is that while the edge isn‟t huge, it has been steady 

over time.  Even during the ‟91 – ‟09 dead zone period from the other test, there were a 

fair number of instances and a bit of an upward drift. 

 

So which study are we to believe provides a more accurate depiction of the current 

market?  With 90% days becoming more common there‟s a case to be made for simply 

looking at the Bounded Up Volume %.  But then you are comparing today‟s 94% Up 

Volume % to days that were substantially weaker.  I don‟t know that there is a right 

answer.  Personally I‟m inclined to split the difference.  They both suggest short-term 

bullish implications, though the intermediate-term influence is not as clear.  I‟ve added 

the breadth breakout to the Active Studies list for the next 1-2 days.  I‟ve left it off the 

intermediate-term list for now. 

 

I have updated the AggregatorH chart below.  

  

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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The studies suggest there could be more upside in this thrust so the green Aggregator line 

remains squarely above 0.  The positive value indicates the net expectation from the 

Active Studies over the next few days is for upside. Tuesday‟s strong move has dropped 

the Differential line squarely into negative territory, though.   This means the SPX has 

outperformed expectations over the last few days.  So while we have positive 

expectations we are dealing with a market that is already overbought.  This is considered 

a neutral configuration.  It is reflected on the Aggregator chart when both lines are on 

opposite sides 0.  Due to this the Aggregator System turned flat at the close.  

 

The green Aggregator line could go either way tomorrow depending on the studies that 

emerge.  Meanwhile the Differential pivot will be 1,149.69 tomorrow. Any close at or 

below this level would move the black Differential line into positive territory.  That 

would require nearly a 1% drop from Tuesday‟s close. 

 

I‟m not inclined to take on new exposure at this point.  I‟ll wait for the next edge to 

appear either in the form of a pullback or perhaps the emergence of some bearish studies.  

Overbought with upside expectations means hand sitting for me. 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 10/4 – bullish 

There were 3 intermediate-term studies that expired this week.  Two were seasonality-

based and suggested bearish implications.  The other was a breath study that was strongly 

bullish for the short-term.  Obviously breadth trumped seasonality over the last month. 
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We found last week that strong moves during a month often lead some follow through 

over the next few months.  September did close well so I would look at that as a small 

positive.   

 

While the NDX did struggle a little this week, the Nasdaq / SPX Relative Strength 

indicator tracked on the charts page is still showing the Nasdaq to be squarely leading.  

This is a positive formation. 

 

Lastly, we are close to new highs and the market has positive momentum.  Without 

compelling evidence of a top it would be very difficult for me to turn bearish.   

 

So while I‟ll continually monitor price action, breadth, volume, sentiment, intermarket 

relationships and more, I‟m not seeing compelling evidence of a big selloff at this point.  

I‟ll continue to favor long-side trades over short ones until this changes. 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

None 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 0 

 

 

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.  There are several short triggers among emerging market ETF‟s that I am 

noticing tonight, so perhaps we‟ll see a pullback there in the next few days.  Without 

confirmation from the Aggregator, I„m not inclined to try and short this strong of a rally.  

Aggressive traders could consider it. 

 

 

 

 

 

https://my.dimdim.com/view/all/quantifiableedges/default/9d0021f0-1eae-451c-8ba3-6b2f23ec2df3
http://www.quantifiableedges.com/members/systems.php
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Current Open Trade Ideas 

None. 

 

Neither of the trade ideas from last night got filled thanks to the large unfilled gap 

Tuesday morning.  I am sometimes asked how I track the subscriber letter trade ideas 

versus the Aggregator System and I received a few of those questions today.   

 

The Aggregator System is based on closing prices.  Traders who wish to avoid scenarios 

like today where an unfilled gap may leave them without an entry may utilize a number 

of resources to help them make trading decisions near the close.   

 

First, in the nightly subscriber letter I always publish the Differential Pivot number.  This 

is typically found in the 2
nd

 paragraph below the Aggregator chart.  Traders should keep 

in mind that an SPX close above the pivot means either a neutral or short position, and a 

close below the pivot means a neutral or long position.  So on a day like Tuesday where 

the SPX closed well above the pivot published last night, there is no way the long signal 

could persist.  The only question is whether the signal would be flat or short. 

 

To help determine flat or short, traders can first look at the Intraday Quantifinder.  On 

this page you will find a list of studies that are on track to trigger as of the time I publish 

it each day.  I typically publish the Intraday Quantifinder between 2 – 3:20.  When I do 

publish it I try and send a notification via Twitter.  ( http://twitter.com/qerob ).  When 

publishing the intraday Quantifinder I always do a quick review of the studies and post a 

comment along with it. 

 

The next and final resource that gets published before the bell is the Systems Page.  On 

that I show the anticipated Aggregator signal.  Here again I typically send out a tweet to 

let subscribers know when it is available.  Typically I post it in the last 15 minutes of the 

day. 

 

Of course not all traders have the inclination to make decisions like that before the bell.  

And no matter how obvious a setup looks to me, I will never send out an intraday update 

with a new trade idea.  Trade ideas that are tracked in the subscriber letter are originated 

in the subscriber letter.  And cases like Tuesday where it runs away without providing 

any fill aren‟t very common.  But again there is no need to rely solely on the subscriber 

letter or the pre-close Aggregator information.  Traders may also use the system triggers 

spreadsheet for trade ideas. 

 

The triggers spreadsheet is published each night and shows any S&P 500 stock or ETF 

(on the QE list of 100+ ETFs) that triggers one of the numbered systems.  I‟ll sometimes 

track some of my favorites here in the letter, but traders can use the page as another 

resource for tradable ideas. 

 

 

 

 

 

http://twitter.com/qerob
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I always encourage traders to try and use the information and resources available at 

Quantifiable Edges in a way that suits their personality, trading style, and risk tolerance.  

View these resources as decision making tools rather than trades you are compelled to 

follow.  Over time they have all produced solid results, but to get the best results traders 

must make sure they are trading within their comfort zone.  Aggressive traders may look 

to take many more trades than the ones I discuss in the letter.  Conservative traders may 

only take a trade idea from the letter once in a great while if it appears to be lining up 

well with their other indicators.  Whatever your approach, I‟d encourage you to make it 

your own and to at least remain aware of the QE resources available to you. 
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