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Market Overview 
 
 

 

  
Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Flat 50% Long XIV Flat Flat

 

Tonight’s Research Points 

 Bounce still not compelling since it failed to close above close of 3 days ago and 

is < 200ma. 

 

 

Short-term Outlook  

The Bottom Line 

The Aggregator remains neutral, thought the CBI is still elevated.  I’m not looking to add 

any more exposure tonight. 

 

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 6, 2012 2 up after 20low. Close<3days ago<200 1-2 days Bearish

June 5, 2012 SPX up on poor breadth 1-3 days Bearish

June 5, 2012 Weak bounce after 1 .7 5% drop 1-4 days Bearish

June 4, 2012 Big drop on Friday 1-6 days Bullish 3.20%

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

Active - Long Term

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  
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 

After opening down a little the market trended higher for much of the day.  The major 

indices all posted decent gains.  The SPX gained 0.6%, the Nasdaq rallied 0.7% and the 

Russell 2000 rose 1.2%.  Breadth was strongly positive as the NYSE Up Issues % came 

in at 76% and the Up Volume % was 79%.  Total NYSE volume shrunk for the 3
rd

 day in 

a row. 

 

As we approached the close on Tuesday I was keeping an eye on the 200ma – waiting to 

see if the SPX finished above or below it.  In the end the SPX finished just fractionally 

below its 200ma.  In the 3/21/11 letter I looked at scenarios where the SPX bounced from 

20-day lows over a 2-day period but failed to make up for the losses of the day just 

previous to the 2-day bounce.  I filtered this study by the 200ma and found a substantial 

difference in the results.  Had the SPX managed to close above the 200ma the study 

below would have triggered. 

 

 

 

As you can see, implications of this setup when above the 200ma appear to be bullish.  

But the SPX missed the 200ma.  And when we flip that filter the results have been 

substantially different. 
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Instead of bullish implications the setup appears to suggest a bearish edge.  I have 

included below an equity curve. 

 

 

 

The downslope here is fairly consistent and seems to support the suggestion of a bearish 

edge. 

 

Of course with the SPX closing so near the 200ma an argument could be made that I 

should simply throw out this study.  It’s too borderline.  In terms of the Aggregator it 

doesn’t matter much either way.  One thing I cannot do though is to call the setup bullish. 

 

I have updated the AggregatorH chart below.    

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With tonight’s research the green Aggregator line remained negative.  Readings below 0 

mean net expectations from the Active List are for downside over the next few days.  

Meanwhile the black Differential Line is still strongly above zero. This means the SPX is 

short-term oversold versus expectations.  So net expectations are bearish and the SPX is 

oversold versus recent expectations.  This is considered a neutral configuration. Neutral 

configurations are visible on the chart whenever both lines close on opposite sides of 0.  

This meant the Aggregator System remained flat at the close. This was indicated as likely 

on the systems page before the bell. 

 

Expectations on Wednesday are set up to turn bullish.  Of course this could easily change 

depending on what studies emerge.  Meanwhile, the Differential Pivot will be mildly 

inverted at 1,281.85 on Tuesday.  An inverted pivot means that the Differential Line will 

cross 0 if the SPX has a flat close.  In order to remain oversold (and the Differential 

positive) the SPX will need to close down about 0.3%.   

 

As you will see below the CBI remained at 8 on Tuesday.  Stocks are set up in a way that 

it would swing strongly in either direction tomorrow.  A strong down day could easily 

trigger a couple more Catapult signals and move the CBI to a strongly bullish 10+.  A 

rally could cause several of the active Catapults to trigger exits and the CBI could return 
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to a neutral 3 or lower.  For now the fact that the CBI is still moderately elevated at 8 

suggests the market remains oversold and a further bounce could easily occur. 

 

Not only could a selloff on Wednesday cause the CBI to move up to 10+ but a close near 

1,280 or lower would also likely trigger a QE Big Time Swing System long, since the 

Buying Power Index is set to close at 3 on Wednesday.  Wednesday will be interesting.  

A long, short, or flat signal cause easily emerge depending on how market action shakes 

out.  I intend to hold my small index position for another day.  There are 8 open Catapult 

trades right now.  If they near exit targets I will be sure to send intraday alerts to 

subscribers. 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 6/4 – neutral 

The intermediate-term outlook was last updated in the 6/4 letter. A link is below. 

2012-06-04 QE Subscriber Letter.pdf 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

JPM – 1/3 @ $32.51 (filled @ $31.00) 

MCD – 1/3 @ $89.34 (bought @ $87.47) 

MCD – 1/3 @ $86.71 (bought @ limit) 

BAX – 1/3 @ $50.17 (bought @ limit) 

EMC – 1/3 @ $23.18 (bought @ limit) 

MCD – 1/3 @ $86.32 (bought) – 3
rd

 & final lot 

BAX – 1/3 @ $50.06 (bought) – 2
nd

 lot 

EMC – 1/3 @ $22.85 (bought) – 2
nd

 lot 

 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 8/4 (JPM, MCD-3, BAX-2, EMC-2) 

 

 

 

 

 

 

 

 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMi0wNi0wNCBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzM4ODc4MTkxLDAuMC4wLjAsMCxlYWI1NDE3MDNlNjM5YmZhYjMzMzliMmMyNTExYjY1MA%3D%3D/2012-06-04%20QE%20Subscriber%20Letter.pdf
https://my.dimdim.com/view/all/quantifiableedges/default/9d0021f0-1eae-451c-8ba3-6b2f23ec2df3
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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. 

 

 

Current Open Trade Ideas 

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

QQQ(1/4) 5/7/2012 $64.31 $61.12 -4.96%

MCD(1/3) 6/1/2012 $87.47 $87.08 -0.45% Catapult

MCD(1/3) 6/4/2012 $86.53 $87.08 0.64% Catapult

BAX(1/3) 6/4/2012 $50.17 $50.23 0.12% Catapult

EMC(1/3) 6/4/2012 $23.18 $23.38 0.86% Catapult

JPM(1/3) 6/4/2012 $31.00 $31.99 3.19% Catapult

SPY(1/4) 6/4/2012 $128.10 $128.10 0.00% sold @ limit

MCD(1/3) 6/5/2012 $86.27 $87.08 0.94% bought on open

BAX(1/3) 6/5/2012 $49.92 $50.23 0.62% bought on open

EMC(1/3) 6/5/2012 $22.82 $23.38 2.45% bought on open

 

SPY was exited at breakeven as per last night’s letter. 
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