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Market Overview 
 

 
 

 
 

 
 

 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Long 100% Long XIV Flat

 

 

Tonight’s Research Points 

  

 The moderately increased volume that accompanied Wednesday’s SPX breakout 

to a new closing high is not a bullish indication. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is long, but the evidence is weak and the SPX is overbought by many 

measures.  I am flat and waiting for a more opportune time to take on new index 

exposure. 
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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 - Short Term

July  23, 2014 SPY  new high with unfilled gap 1-5 days Bullish

Active - Long Term

July  9, 2014 2 unfilled gaps dn > 200ma 1-10 days Bullish 2.50%

June 2, 2014 NASDAQ leading SPX int term Bullish

April 28, 2014 Sell in May  6 months Bearish

December 23, 2013 QE Tapering int term Neutral

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

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

July  17 , 2014 NR7  after high vol WR7  down 1-5 days Bullish 2.20%  
 

 

The Evidence 

Wednesday was another up day and it led to a breakout to new highs for some indices.  

The SPX rose 0.2%, the NASDAQ gained 0.4% and the Russell 2000 rallied 0.2%.  

Breadth was mildly positive as the NYSE Up Issues % came in at 57% and the Up 

Volume % was 52%. Total NYSE volume rose a little from Tuesday’s level. 

 

Bulls always like to see new highs.  And a new high after a multi-week base is often even 

more exciting.  The breakout always has the potential to lead to the next leg up.  The day 

the breakout occurs will sometimes leave clues as to the likelihood of a continued rally or 

a quick reversal.  One clue that is often referenced, and nearly as often misunderstood, is 

volume.  Most traders believe that rising volume is bullish and declining volume is 

troublesome.  But this is simply not the case.  In fact, lower volume is almost always 

preferable.  I showed the study below in the 4/30/13 letter.  It looks at breakouts from 2-

week bases on lower volume than the day before. 
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Returns going forward are generally positive.  The first week shows the most impressive 

gains.  After that it is not as consistent.   

 

Now let’s look at similar breakouts that came on rising volume (also last seen in the 

4/30/13 Letter). 
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These numbers are not nearly as good.  In fact, they only just barely above breakeven.  So 

it appears the rise in volume Wednesday afternoon was not a positive. 

 

Though this would seem to conflict with the belief that high volume is bullish, there is 

some nugget of truth to that belief.  But it is not just a rise in volume that is needed.  It is 

a volume extreme.  The next study shows what happens when the breakout occurs in 

conjunction with a 20-day high in NYSE volume. 
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These numbers are squarely positive, and nearly as strong as the 1
st
 study that looked at 

declining volume. 

 

Unfortunately, while Wednesday saw a rise in volume, it did not hit an extreme.  This is 

the worst case scenario and is what the market is left to deal with.  This can be seen in the 

last study below. 
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This does not suggest any substantial edge from Wednesday’s breakout action.  And 

since this is the current state of the market, I am not able to add any new studies to the 

Active List tonight. 

 

I have updated the AggregatorH chart below.   

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With nothing new to add tonight the green Aggregator Line remained above 0. Positive 

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

days. Meanwhile the black Differential Line inched just barely above 0.  The positive 

Differential Line reading means the SPX is now oversold versus recent expectations.  

Obviously it is highly unusual to be considered “oversold” on a day in which the index 

broke out to a new high.  It needs to be remembered that we are not using a traditional 

overbought/oversold indicator here.  We are measuring what the market has done over 

the last few days versus what the studies expected it to do.  So expectations are positive 

and the SPX is now oversold.  This is considered a bullish configuration. Bullish 

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

Aggregator signal quickly turned from flat back to long at the close.   

 

Based on the current active studies, expectations are set to remain positive on Thursday. 

Of course this could change if bearish evidence emerges.  The Differential Pivot will be 

inverted at 1986.48 on Thursday. That is less than 1 point below Wednesday’s close.  An 

inverted pivot means that the Differential Line will cross through 0 if SPX closes flat.  In 

this case SPX is going to need to close down slightly in order to remain oversold.  

Otherwise it will be considered overbought versus expectations. 

 

If my intermediate-term outlook was more bullish, or if I had more compelling short-term 

evidence suggesting a move higher in the next few days then I might act on this long 
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Aggregator signal.  But evidence is weak.  We are only down to 1 study left on the Short-

Term Active List.  Additionally, though SPX is “oversold” as measured by the 

Differential Line, it is at a new high and overbought versus most traditional measures.  In 

sum, the upside edge just does not appear compelling enough for me to take a position at 

this point.  I would prefer to see the market pull back some and for that pullback to be 

accompanied by more bullish evidence.  So I continue to play the waiting game. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 7/21 – slightly bullish 

The intermediate-term outlook was last updated in the 7/21/14 Letter.  It can be found in 

the most recent weekly letter on the website. 

http://quantifiableedges.com/current-weekly-letter/ 

 

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 numbered systems 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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