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Market Overview 
 
 
 

  
Tonight’s Research Points 

 Up outside days at 50-day highs on strong volume have a mild tendency to pull 

back. 

 Since 1994 when the SPX closes at a 100-day high on a Fed Day there has 

consistently been more upside follow through over the next 1-2 weeks. 

 The Aggregator System is flat. 

 The NDX Aggressive Trend Timer is flat. 

 

Short-term Outlook  

The Bottom Line 

The studies continue to suggest the market is likely to go higher.  Unfortunately the 

recent rise has kept it overbought.  I’m waiting for a better entry opportunity. 

 

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

November 4, 2010 Outside day  50-high, strong volume. 1-3 days Bearish -0.90%

November 4, 2010 SPX 100-day  high on Fed Day 1-8 days Bullish 2.10%

October 28, 2010 1st Day  Down After 5 up. Close > 200ma 1-9 days Bullish 2.10%

Active - Long Term

October 25, 2010 SPX Golden Cross int term Bullish

October 20, 2010 20-high to 5 -low after persistent rise 1-12 days Bullish

October 18, 2010 SPX up. Issue% and Vol% very  low int term Bearish

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

Dropped Tonight  

Novem ber 2, 2010 SPY up but 1% below high of day 1-2 days 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 

All that news flow and the market barely moved again today.  After a down morning the 

Fed reaction was positive and the averages managed to close mildly higher.  The SPX 

gained 0.4% while the Nasdaq and Russell 2000 each gained 0.3%.  Breadth was mildly 

positive as the NYSE Up Issues % came in at 55% and the Up Volume % was 63%.  

Total volume was very strong with help from the news. 

 

In the 3/17/10 Subscriber Letter I discussed Fed Days that close at new highs.  The basic 

finding was that when the market closed at a short-term high on a Fed Day, then it was 

likely to pull back over the next few days.  But when it closed at a long-term high, then 

the rally was likely to continue.  Below is an updated version of that study. 

 

 

 

This suggests further upside is likely over the next 1-2 weeks.  Below I have listed all 19 

instances using the 8-day exit criteria. 
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These are some very consistent results.  The biggest loser was less than a 1% loss as of 

day 8.  Even more amazing is that the worst drawdown of any of the instances over the 

next 8 days is a mere 1.6% while the average run-up was over 2%.   Also notable is that 
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the average drawdown was just slightly over 0.8%.  No matter how you slice it, 

risk/reward has been strongly favorable for the long side.   

 

The studies today weren’t all bullish, though.  Below is an excerpt from the 9/29/10 

Subscriber Letter. 

 

Price & volume action today had a lot of characteristics that would appear bullish. These 

include the fact that it posted an outside day and closed higher. It also made a new 50-day 

intraday high. The SPY is in a long-term uptrend and trading above its 200ma. Lastly, 

volume rose as the market rallied. Sometimes it can be interesting to take a number of market 

observations like these that would seem to suggest a bullish edge and run them through the 

wayback machine.  (Study IS updated.) 

 

 

 

Rather than combining for a bullish edge it appears the scenario above has often been 

followed by some brief downside. 

 

I have updated the AggregatorH chart below.   

  

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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The green Aggregator line tonight remains above zero.  The positive value indicates the 

net expectation from the Active Studies over the next few days is for a move up. 

Meanwhile the black Differential line fell further below 0. The negative value means the 

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

expectations but a market that is relatively overbought.  This is considered a neutral 

configuration. This can be seen on the Aggregator chart whenever both lines are on 

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

 

The green Aggregator line is set up to remain positive tomorrow.  Of course that could 

change if enough bearish evidence emerges. Meanwhile, the Differential Pivot will be 

1,188.68. Any close at or below this level would move the black Differential line back 

into positive territory.  So for the SPX to move to oversold versus recent expectations and 

possibly trigger a long it will need to close about 0.8% lower tomorrow. 

 

Short-term studies are mixed tonight.  It’s been a difficult market to swing trade lately.  

The persistent move higher has been very difficult to short.  (Fortunately we haven’t 

tried.)  At the same time it hasn’t offered pullback opportunities to get long.  When 

opportunities are scarce patience is important.  At some point the market will cycle back 

and provide some nice opportunities, and I’ll be ready when it does.   
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Intermediate-term Outlook (2 weeks – 2 months)– updated 11/1 – bullish 

Not much to discuss from an intermediate-term standpoint.  The market again made new 

rally highs this week.  With the very tight action in the market over the past week, no 

studies of intermediate-term consequence emerged.  I’m still not seeing strong evidence 

that the uptrend is about to end. 

 

The Nasdaq/SPX relative strength indicator continues to favor the Nasdaq.  A leading 

Nasdaq has historically been a good sign.  The Advance/Decline line hit another new 

high this past week suggesting breadth remains positive.  Momentum is certainly 

favoring the upside and the market is trading above important moving averages.  Until 

the market begins to falter and more bearish evidence emerges, I’ll continue to trade with 

a bullish bias.  For my own trading a bullish bias means I tend to trade the long side with 

a little more aggressiveness and I will be extra selective with short trades. 

 

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.   

 

Current Open Trade Ideas 

None. 
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