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Market Overview 
 
 
 
 
 
 
 
 

     
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long XIV Short  
 

 

 

Tonight’s Research Points  

  
 

 3 days of strong breadth suggest more upside for both the short and long-term. 

 1st of the month does not appear very strong under current circumstances 

 The QE Buying Power Swing System triggered short. 

 

 

 

Short-term Outlook  

The Bottom Line  

While most evidence is still pointing higher the market is strongly overbought.  This leaves 

me short-term neutral. 

 

 

Summary of Recent Active Studies (see Letters from listed dates for details)  - not updated 

tonight.  Will be updated this weekend     
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The Evidence 

Thursday was another strong day for the market.  The SPX rose 1.4%, the NASDAQ gained 

1.3%, and the Russell 2000 rallied 1.8%.  Breadth was strongly positive as the NYSE Up 

Issues % was 80% and the Up Volume % came in at 80%.  NYSE volume rose some from 

Wednesday’s level. 

 

I am seeing a mix of evidence emerge tonight based on action over the last few days.   

Thursday’s close in the upper part of the 10-day range triggered a new short signal in the 

QE Buying Power System.  The performance table below shows updated hypothetical 

results of having taken all short signals since 2008, and then exiting upon a reversion to 

the lower half of the recent range.  (A short signal simply requires the QE Buying Power 

Index <= 0 and the SPX closes in the top 20% of its 10-day range.)  With no active Fed QE 

purchase plans currently the Buying Power Index has been locked at 0 since early 

November 2014. 

 

 

 

Results here are strong.   

 

Below is a look at the profit curve, with a demarcation where QE3 ended and the 2014 - 

2016 trades began. 
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Not as steep as it was during bear market environments, but still nice results for the shorts.  

We have seen a couple of instances since October that went very strongly against the short 

position.  The trades overall have done quite well.  I still believe the system signals deserve 

some consideration within the Active List.  Of course I will keep an eye on this to see if 

these runaway up moves continue to happen, and perhaps whether the system signals 

should be reconsidered.  

 

On the bullish side, Thursday was the 3rd day in a row that provided strong breadth readings. 

In the past, 3 days of strong breadth has led to further short-term upside. This is something I 

discussed in the 2/18/16 Letter. I have updated that study below. 
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Not only are the net results strong but the consistency has been outstanding with all 21 instances 

posting gains at some point during the next week. Below I have listed all 21 instances and 

assumed a 2-day exit. 
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A few recent instances did not do as well, but every instance has still managed to close higher 

at some point in the next week. So I believe this study is worth taking into consideration.  

Intermediate-term implications of this study are also very compelling. I have included them 

below as well. 
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The results table suggests a strong consistent edge has followed this setup. Below is a 

performance graph showing performance assuming an 85-day holding period. 
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The curve appears to serve as further confirmation of the upside edge. The strong, steady 

upslope is very impressive.  The steadiness is fairly amazing considering it looks out 85 days. 

 

Lastly, I will note that Friday is the first trading day of the month.  The first of the month 

is often a bullish day for the market, especially when it is above its 200ma.  But there are 

a couple of things going against it.  For one, SPY has now closed up 3 days in a row.  And 

secondly, SPY closed high in its intraday range.  Knowing that those things have often 

dampened the 1st of month returns I combined them in a study tonight.  Results are below. 
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As you can see, the bullish edge is completely wiped away under these circumstances. 

 

I have updated the Aggregator H chart below.   

 

 
 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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With tonight’s studies included the green Aggregator Line held above zero.  Positive 

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

Meanwhile the black Differential Line is now very far below 0. The negative Differential 

Line reading means SPX is strongly overbought versus recent expectations.  So 

expectations are positive but SPX is overbought.  This is considered a neutral 

configuration. Neutral configurations are visible on the chart whenever both lines close on 

opposite side of 0.  Therefore, the Aggregator remained flat at the close.   

 

Based on the current active list, expectations are poised to remain positive on Friday.  This 

is highly unlikely to change. The Differential Pivot will be 2046.64 on Friday.  That is a 

whopping 2.4% below Thursday’s close.  So for SPX to move from oversold to overbought 

versus expectations on Friday it will need to close down at least 2.4%.  That’s highly 

unlikely to happen in 1 day.  A more likely scenario for working off the overbought 

condition would be a multi-day decline or consolidation. 

 

The bounce has been strong.  And evidence suggests it could still have further to go.  But 

the market is just way-too overdone in the short-term for me to consider taking on new 

long positions.  I will wait for a bit of a pullback or for the evidence to turn bearish before 

I will take on new trades.   

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 6/27 – neutral 

The intermediate-term outlook was last updated in the 6/27/16 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 

 

Broad Market Large Cap CBI – 0 

 

 

 

 

 

 

 

http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
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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 

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

XIV(1/2) 6/14/2016 $24.70 $24.99 1.17% Aggressive VIX

SPY(1/4) 6/27/2016 $201.59 $207.21 2.79% sold on open
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