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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 

 Tuesday’s FTD showed characteristics of FTDs that will often fail. 

 

 

Short-term Outlook  

The Bottom Line 

The Aggregator is back to neutral.  While net expectations remain positive the market is 

now overbought.  I’m sidelined awaiting the next opportunity. 

 

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 13, 2012 FTD with modest breadth & volume 1-2 days Bearish -2.30%

June 12, 2012 SPY  3-day  high. 3-day  low. 3low close 1-5 days Bullish 2.20%

June 12, 2012 SPX dn 1%. Decliners 2x advancers. 1-3 days Bullish 1.85%

Active - Long Term

June 13, 2012 FTD with modest breadth & volume int term Bearish

June 12, 2012 SPY  3-day  high. 3-day  low. 3low close 1-10 days Bullish 3.30%

June 7 , 2012 90% up day  on 3rd day  of rally 1-14 days Bullish

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

February  1 , 2012 Golden Cross int term Bullish

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

Dropped Tonight  

June 11 , 2012 VIX dn 5 days. Not stretched. 1-2 days Bullish  
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 

A mild dip earlier on drew in the bulls and the market put in a strong day.  The SPX 

rallied 1.2%, the Nasdaq gained 1.2% and the Russell 2000 rose 1.4%.  Breadth was 

squarely positive as the NYSE Up Issues % came in at 77% and the Up Volume % was 

86%.  Total NYSE volume was down slightly but Nasdaq volume rose, creating an IBD 

Follow Through Day (FTD) for the Nasdaq. 

 

In the 5/30/12 letter I looked at FTDs that occurred without very strong breadth.  

Typically, they have fared much worse than those with strong breadth.  To compare 

breadth across market regimes, instead of using absolute breadth readings I used relative 

breadth readings. I have updated the study below. 

 

 

 

As you can see, there is no discernible short-term impact from the FTD. The stat at the 

bottom is interesting, and suggests the bears may even have a slight edge when FTDs 

don’t include strong breadth participation. And for those that may be curious, the success 

rate rises to 52% when breadth comes in above the 95th percentile. 

 

Also interesting about tonight is that while Nasdaq volume rose, volume in general was 

light.  In the next study I decided to look at all instances where the FTD was 

accompanied by NYSE volume less than its 10ma. 
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Results here are even worse than the previous study.  The inclinations over the first 2-3 

days here actually appear bearish.  And the number of successful rallies that emerged was 

also quite a bit lower. 

 

Of course Tuesday’s FTD has both breadth and volume going against it.  So let’s 

examine results of other instances with FTDs that occurred on modest breadth and 

modest volume. 

 

 

 

The failure rate here is substantial no matter how you look at it.  A short-term downside 

edge is suggested which largely plays out in the 1
st
 2 days.  Every instance closed below 
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the entry price over the next few days.  And these FTDs have demonstrated a paltry 16% 

success rate.  All these stats are impressive and point to a downside inclination over the 

next few days.  Below is a profit curve which illustrates 2-day holding period results. 

 

 

 

There’s certainly some wiggle but the general slope has been down for a long time and 

the curve is hitting new lows.  I’m adding this study to both the short and intermediate-

term active lists. 

 

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 remains positive tonight.  Readings above 0 mean net 

expectations from the Active List are for upside over the next few days.  Meanwhile the 

rally on Tuesday caused the black Differential Line to fall back below zero. This means 

the SPX is short-term overbought versus expectations.  So net expectations are bullish but 

the SPX is overbought 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 turned from long to flat. This 

was indicated as likely on the systems page near the close. 

 

Expectations are set to remain positive on Wednesday.  Of course this could change if 

bearish studies emerge.  Meanwhile, the Differential Pivot will be inverted at 1,331.73 on 

Wednesday.  An inverted pivot means it will cross 0 if the market closes flat.  In order to 

prevent the Differential line from rising above 0 the SPX will need to close up nearly 

0.6%.   

 

It appears my entry criterion was a bit too conservative in last night’s letter as I was 

unable to get a fill.  With the SPX quickly moving to short-term overbought I am not 

inclined to chase – especially with the FTD evidence presented tonight.  It will be 

interesting to see how the intermediate-term turns out since tonight’s FTD study conflicts 

with last night’s bullish study.  There is very little triggering tonight, and I’m just going 

to have to sit tight and exercise patience.  I may not need to wait long though.  With 

bullish inclinations and an inverted Differential Pivot there is a good chance of a long 

signal triggering again on Wednesday. 
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.  

Intermediate-term Outlook (2 weeks – 2 months)– updated 6/11 – neutral 

The intermediate-term outlook was last updated in the 6/11 letter. A link is below. 

2012-06-11 QE Subscriber Letter.pdf 

 

 

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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