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Market Overview 
 
 

 
 
 

 
 
 

       
  
 
Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr / SOMA Swing

Long 100% Long XIV Long  
 
 
 
Tonight’s Research Points  
   

 Weak closes at short-term lows often lead to a bounce. 
 System 110524 triggered for SPY, which has been a reliable trigger over the years.  
 

 
 
 
Short-term Outlook  
The Bottom Line  
Evidence is pointing higher, and the SPX is now clearly oversold.  This suggests an upside 
edge.  I am looking to start scaling into an index position. 
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The Evidence 
The markets took a sizable hit on Thursday. The SPX lost 1.5%, the NASDAQ dropped 
1.9%, and the Russell 2000 declined 1.8%.  Breadth was negative as the NYSE Up Issues 
% was 18% and the Up Volume % also came in at 11%.  NYSE volume rose some from 
Wednesday’s level. 
 
There were a few interesting studies that triggered in the Quantifinder – though perhaps 
not quite as many as I thought might trigger with action that felt fairly extreme. 
 

In the 4/17/17 letter I showed a study that examined large losses that finished at 

intermediate-term lows.  I have updated that study below. 

 

 

 

Results here are quite bullish.  Some subscribers may recognize the setup as numbered-

system 110524.  Results below are also updated and they utilize the system exit strategy 

rather than a simple day count. 
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As you can see, waiting for a reversion to exit has often been a good way to go.  You’ll 

note the largest losing trade is a big one.  It triggered shortly before the US debt downgrade 

in 2011.  Below is a profit curve where it can be seen. 
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The big drop was made up for fairly quickly, and the upward slope is back in place and 

looks as healthy as ever. 

 

Over the last several years when SPX has closed near the bottom of its range and at even a 

5-day low, it has typically been followed by a bounce in the next few days.  This can be 

seen in the study below from the 12/3/15 letter. 

 

 

 

The stats here appear to suggest a pretty solid upside tendency over the last 11 ½  years.  

Below is a look at the profit curve assuming a 4-day holding period. 
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The upslope has persisted the whole time and the curve is again at new highs.  The 1-day 

curve was also appealing.  I have published that below. 
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Here again we see a steady move higher from lower left to upper right.  This seems to serve 

as some confirmation of the short-term upside edge.  I have included this study on the 

Short-Term Active List tonight. 

 

I have updated the Aggregator chart below.   

 

 
 
 
Without any new evidence to consider tonight, 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 large selloff helped the black Differential Line jump back above 
0.  The positive Differential Line reading means SPX is oversold versus recent 
expectations. So expectations are positive and SPX is oversold.  This is considered a bullish 
configuration. Bullish configurations are visible on the chart whenever both lines close 
above 0.  Therefore, the Aggregator signal turned long at the close.   
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Based on the current active studies, expectations are set to remain positive on Friday.  Of 
course this could change if compelling new bearish evidence emerges.  The Differential 
Pivot will be 2481.97 on Friday.  That is a whopping 2.1% above Thursday’s close.  So 
SPX would need to close up at least 2.1% on Friday to move from oversold to overbought 
versus expectations.  That is unlikely to happen in just one day.  A more likely scenario to 
work off the oversold conditions would be a multi-day gain or consolidation. 
 
So there appears to be a decent upside edge here.  We are seeing some evidence suggesting 
a bounce.  There is also plenty of room to the upside before the market would turn 
overbought.  So there appears to be favorable risk/reward for the long side, and the case is 
compelling enough for me to want to take a position.  But I am just going to dip my toe for 
the time being.  The market is showing increased volatility, and while we got a quick 
bounce and nice profit on a similar setup a week ago, it may not be as easy this time.  
Oversold can get more oversold, and this especially true during emotional markets.  And 
this certainly appears to be one with the increased volatility – both realized and implied 
(VIX).  So for Friday I will be looking for a favorable fill on a small position.  If the market 
fails to bounce on Friday, and people may be wary of stepping into long positions going 
into a weekend, we could see another sizable down day.  If that happens then we might 
really see a substantial edge emerge.  So I expect I will become a more aggressive buyer 
early next week if this small position goes against me initially. 
 
 
Intermediate-term Outlook (2 weeks – 2 months) – updated 8/14– bullish 
The intermediate-term outlook was last updated in the 8/14 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 
AGN– 1/3 @ $239.74 (bought @ limit) 
AGN– 1/3 @ $242.65 (bought @ limit) 
AGN– 1/3 @ $241.22 (bought @ limit) 
AIG– 1/3 @ $63.00 (bought @ limit) 
AIG– 1/3 @ $62.65(buy @ limit) – not filled  
 
Broad Market Large Cap CBI – 5(AGN-3, AIG-2) 
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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. 
 
 
AIG – buy 1/3 Catapult position @ $61.70 limit.  This is from the Catapult section 
above.  It did not fill initially.  Being that it is currently available at a substantial discount 
to the initial signal, I will look to take on the 2nd lot on Friday if I can get filled at 
Thursday’s closing level or better. 
 
SPY – buy ¼ index position @ $243.09 limit.  Based on the short-term outlook above, I 
will look to start scaling into a long index position. 
 
 
Current Open Trade Ideas 
Symbol Entry Date Entry Price Current Price % Gain/Loss Stop Notes
AGN(1/3) 8/7/2017 $242.65 $224.77 -7.37% Catapult
AGN(1/3) 8/8/2017 $241.22 $224.77 -6.82% Catapult
AGN(1/3) 8/9/2017 $239.74 $224.77 -6.24% Catapult
AIG(1/3) 8/11/2017 $63.00 $61.70 -2.06% Catapult  
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