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Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Flat 50% Long XIV Flat Flat

 

 

Tonight’s Research Points 

 

 Breakouts to a 50-day high that occur after a consolidation, like now, are more 

reliable. 

 Bond rates hitting a new high along with stocks has often led to intermediate-term 

trouble for stocks. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is back to neutral and so am I.  I took quick profits on my index trade and 

am now awaiting the next favorable opportunity to trade again. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

Study  Date Description T im e span Bias Avg Max Move

Active

August 2, 2013 Breakout from short base. Vol lower. 1-5 day s Bullish 1.50%

August 1 , 2013 End of Month < 10ma and > 200ma 1-5 day s Bullish 2.20%

Active - Long Term

August 2, 2013 SPX & TNX at 50-day  highs 1-20 day s Bearish -2.70%

July  22, 2013 New High Divergence (Study  of Tops) int term Bearish

July  11 , 2013 5 up > 200 but < 50-high 1-15 day s Bullish

June 28, 2013 7 0% Advancing Issues 3 Day s In Row 1-85 day s Bullish 10.60%

June 4, 2013 Hindenburg Omen cluster 1-50 day s Bearish -8.60%

May  6, 2013 Nasdaq leading SPX int term Bullish

April 29, 2013 Sell in May  unless Jan-April strong 1-6 months Bullish 6.80%

April 29, 2013 6 months higher in a row 1-10 months Bullish 14.30%

September 17 , 2012 QE3 int term Bullish

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

August 1, 2013 Fed Day Tom m orrow 1 day Bullish

July 10, 2013 RSI(2) crosses over 99. SPX > 200m a1-15 days Bullish 2.40%  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

The Evidence 

Thursday saw a strong rally.  The SPX rose 1.25% while the Nasdaq and the Russell 

2000 each added on 1.4%.  Breadth was positive as the NYSE Up Issues % was 62% and 

the Up Volume % was 78%. Total NYSE volume fell some from Wednesday’s level. 

 

This was the 1st new high the SPX has made in over a week.  The lower NYSE volume 

may sound concerning to some technicians, but when you’re talking about the major 

index breakouts low volume is actually favorable.  I discussed this last in the 7/30/12 

subscriber letter. Today I will go through it again.  

 

Below are 2 studies.  They look at SPX breakouts to new highs.  The only difference 

between the two is that the 1st one requires a rise in volume and the 2nd one requires a 

decline in volume. 
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What we see here is that there is no edge apparent when the breakout is accompanied by 

an increase in volume.  Now let’s look at the study with decreasing volume. 

 

 
 

These stats are substantially better and suggest a decent upside edge over the next few 

days.  Below is a profit curve assuming a 5-day holding strategy. 
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The upslope is fairly consistent and provides further evidence of an upside edge. 

 

The requirement that the market has not closed at a new high for 5 days was included to 

show that this is a fresh breakout and not a market that is already extended upwards and 

has been making new highs for multiple days.  To see the effect of this filter, in the 

7/30/12 Letter I ran a few tests that demanded different periods without new highs.  I did 

not re-run those tests tonight but I did re-post them below.  This first one looks at a 1-day 

holding period. 
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Here you see that fresh breakouts tend to do better than extended conditions.  The “0-2 

days” rows show slight negative expectations.  Stats once you get out about 5 days look 

pretty strong and remain so as you go farther out. 

 

I also ran this same test with a 3-day holding period. 

 

 
 

Results here suggest a similar conclusion.  You are better off buying breakouts that 

haven’t made a new high for at least a week or so than you are buying any random new 

high.  Anything beyond a week shows fairly consistent results. 

 

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 dipped a little but remained in positive territory.  Positive 

readings mean net expectations from the Active List are for upside over the next few 

days. Meanwhile the big rally caused the black Differential Line to drop down below 

zero.  The negative Differential Line reading means the SPX is overbought versus recent 

expectations.  So expectations are positive but the SPX is already overbought. This is 

considered a neutral configuration. Neutral configurations are visible on the chart 

whenever both lines close on opposite sides of 0.  This caused the Aggregator system to 

turn flat at the close.   

 

Based on the current active studies expectations are set to close positive once again on 

Friday.  Of course this could easily change if new bearish evidence emerges.  The 

Differential Pivot will be 1,686.08 on Friday.  That is 1.2% below Thursday’s close.  

That is a big drop for 1 day.  So it will likely take a multi-day consolidation or pullback 

in order to move from overbought to oversold.   

 

Back at an overbought level I took a quick exit on my index position Thursday afternoon.  

While there could be more upside in the next few days, the market is stretched and I’d 

rather get flat and wait for a more favorable setup. 
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Bond action and an intermediate-term study 

Also, just a quick note on bond action. 10-year bond rates hit new highs on Thursday 

along with the SPX. Occurrences like this were last discussed in the 1/3/13 Subscriber 

Letter. I have updated the study from that letter below. 

 

 

 

Generally it seems that higher interest rates have often made bonds an attractive 

investment. This may have lead people to forsake stocks in favor of lower risk returns 

with improved yield. Implications of this study appear to be longer-term in nature.  To 

help visualize how this edge has played out over time I have pasted below an equity 

curve using a 20-day exit strategy.  
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Despite recent wiggles, the downside edge appears to still be intact. 

 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 7/29 – somewhat bullish 

The intermediate-term outlook was last updated in the 7/29 subscriber letter.  Link below: 

 2013-07-29 QE Subscriber Letter.pdf 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMy0wNy0yOSBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzc1MTQzMjk5LDAuMC4wLjAsMCwsZjRlZTdiMjExMjJmNGMxOWFhZmM5ZDc0MTU5YWJkYWY%3D/2013-07-29%20QE%20Subscriber%20Letter.pdf
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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 

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

SPY(1/4) 7/31/2013 $168.71 $170.66 1.16% sold on close
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