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Market Overview 
 
 

 

  
Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Long 100% Long XIV Flat Flat

 

Tonight’s Research Points 

 During uptrends, moves down at the end of the month will often set the market up 

for an early month bounce. 

 The Fed released their POMO schedule for June.  There will likely be some long 

opportunities for the QE Buying Power Swing System. 

 

Short-term Outlook  

The Bottom Line 

Evidence now appears to favor the bulls.  I am partially long and looking to hold my 

index position.  I will also add some individual stock exposure via a new Catapult trigger. 

 

Summary of Recent Active Studies (see Letters from listed dates for details) 

Study Date Description T im e span Bias Avg Max Move

Active

June 1 , 2012 End-of-month decline 1-5 days Bullish 2.50%

May 31, 2012 Unfilled gap dn after unfilled gap up 1-3 days Bearish

Active - Long Term

May 30, 2012 FTD moderate breadth/weak seasonal int term Bearish

May  21, 2012 CBI > 10. 1-20 days Bullish 6.80%

May 7 , 2012 QQQ 5 lower lows. Today  biggest drop. 1-20 days Bullish 12.30%

February  1 , 2012 Golden Cross int term Bullish

December 5, 2011 POMO activ ity  flat to negative int term Bearish

Dropped Tonight  

May 24, 2012 Up 1.5% then flat. 1-5 days Bearish  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 
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The Evidence 

Thursday saw some wild back and forth action.  In the end the major indices saw 

moderate losses. The SPX lost 0.2%, the Nasdaq fell 0.4% and the Russell 2000 dropped 

less than 0.1%.  Breadth was mildly negative as the NYSE Up Issues % came in at 48% 

and the Up Volume % was just 45%.  Total NYSE volume came in at the highest level of 

the month outside of options-expiration Friday. 

 

I have documented many times some strong tendencies for the market to perform well on 

the 1
st
 day of the month.  The study below looks at what has happened when the market 

was short-term oversold during a long-term uptrend at the turn of the month.  It was last 

seen in the 2/1/12 letter. 

 

 

 

Results here appear strongly bullish for the early part of the upcoming month.  Below is 

an updated equity curve using a 5-day exit strategy. 
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The August 2011 instance saw a sharp decline.  Traders may recall that this was the first 

time in history in which US debt was downgraded, and the market reacted with a mini-

crash.  At this point it looks like an anomaly rather than representative of typical 

behavior. 

 

On Sunday I also noted that the Memorial week / 1
st
 of month combo seemed to suggest 

an edge for Friday.  Below I have copied an excerpt from that letter. 

 

Last year I also looked at the combination of Memorial week and the positive seasonality 

experienced on the 1
st
 day of the month.  I found that since 1977 any time you could buy 

the close of May 31
st
 and sell the close of June 1

st
, then June 1 would have been a winner 

– until last year.  I’ve updated below the results table. 
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A few thoughts: 1) Last year was a stark reminder that seasonal tendencies are not 

impervious to strong moves in the opposite direction.  2) Between 1962 and 1976 the SPX 

was only 2-3 under the above conditions. 3) The Memorial week edge didn’t kick in until 

1983 and the 1
st
 of the month edge began in the late 80s.  Therefore, the 5 instances 

between ’77 and ’84 may be due more to chance than to a seasonal influence.  In any 

case, Friday would seem to carry some seasonal strength. 

 

Also notable is that the Fed released its POMO schedule for June on Thursday.  It 

appears to be another month of churning as the Fed mixes buying and selling 

transactions.  The shifting liquidity flows will only provide 1 brief short opportunity 

tomorrow for the QE Buying Power Swing System.  There will be a number of long 
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opportunities during the month.  Below I have updated the QE Buying Power Index.  It is 

also updated on the QE Buying Power Index page for subscribers. 

 

http://www.quantifiableedges.com/members/qebuyingpower.php 

 

 

 

Under the right conditions we could see long opportunities in the QE Buying Power 

Index Swing System on the 5
th

, 6
th

, 8
th

, 14
th

, 15
th

, 18
th

, 19
th

, or 27
th

.  As I mentioned 

above, the only day where an overbought market could signal a short opportunity is the 

1
st
.  I’ll refer back to this chart throughout the month as we approach key dates. 

 

I have updated the AggregatorH chart below.    

 

http://www.quantifiableedges.com/members/qebuyingpower.php
http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With tonight’s research the green Aggregator line flipped back to positive.  Readings 

above 0 mean net expectations from the Active List are for upside over the next few days.  

Meanwhile the black Differential Line remained above 0. This means the SPX is short-

term oversold versus expectations.  So net expectations are bullish and the SPX is 

oversold versus recent expectations.  This is considered a bullish configuration. Bullish 

configurations are visible on the chart whenever both lines close above 0.  This meant the 

Aggregator System changed to long at the close. This was reflected on the systems page 

before the bell. 

 

Based on the current studies, expectations are set to remain positive on Friday. Of course 

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

1,337.10 on Friday.  This is 2% above Thursday's close. A rise of this much on Thursday 

is highly unlikely.  A much more likely scenario would be a multi-day rise or 

consolidation. 

 

So the odds appear to favor a rise on Friday and perhaps the next few days.  But there 

really isn’t much to go on.  I’d be more enthusiastic if we had multiple studies pointing 

upwards.  Therefore, I am not inclined to get too excited about this particular long 

Aggregator signal.  If I did not already have long exposure then I would be looking to 

take some on.  Instead, I will simply remove the stop on the current index position.  As 

you’ll see below, there was a Catapult trade that triggered.  I will look to take a position 

there.  Details are in the Catapult and the Trade Ideas sections below. 
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Intermediate-term Outlook (2 weeks – 2 months)– updated 5/29 – slightly bullish 

The intermediate-term outlook was last updated in the 5/29 letter.  There is a link below: 

 

2012-05-29 QE Subscriber Letter.pdf 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

JPM – 1/3 @ $32.51 (not filled and not currently looking for a fill) 

New 

MCD – 1/3 @ $89.34 (buy @ limit) 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 2 (JPM, MCD) 

 

One last thing I should mention is that the CBI, while only 2 right now, could spike 

higher quickly.  On the last leg down there were very few stocks in position where they 

could trigger a Catapult.  Now there are a great many more, and moving to 10 or higher 

could happen in just a few days if selling persists. 

 

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. 

 

MCD – buy 1/3 Catapult position @ $89.34 limit.  – This is based on the new Catapult 

trigger listed in the Catapult & CBI section above.  Traders unfamiliar with Catapults are 

encouraged to review the Catapult & CBI presentation.  

HCatapult & CBI Presentation Link  ) 

 

 

 

 

 

 

 

 

 

 

 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMi0wNS0yOSBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzM4MTU2Mjg5LDAuMC4wLjAsMCxhNzY0ZjMzN2JkZjFiNTgxOTg3ODNiMDg5ZmQyMDNlZQ%3D%3D/2012-05-29%20QE%20Subscriber%20Letter.pdf
https://my.dimdim.com/view/all/quantifiableedges/default/9d0021f0-1eae-451c-8ba3-6b2f23ec2df3
http://www.quantifiableedges.com/members/systems.php
https://my.dimdim.com/view/all/quantifiableedges/default/9d0021f0-1eae-451c-8ba3-6b2f23ec2df3
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Current Open Trade Ideas 

Symbol Entry Date Entry Price Current Price % Gain/Loss Stop Notes

QQQ(1/4) 5/7/2012 $64.31 $62.06 -3.50%

 

 The stop held by $0.01 on Thursday.  I have now removed it since we have a long 

Aggregator signal that is active. 
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