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Market Overview 
 
 
 
 
 
 
 
 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

 

Tonight’s Research Points  

  

• Opex Friday mornings during uptrends have historically struggled. 

• SOMA expanded for the week ending Wednesday.  Some large declines are on 

tap in the next few weeks.   

  

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral, and I am too. 
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Summary of Recent Active Studies (see Letters from listed dates for details)  

       
 

 

The Evidence 

Thursday saw mixed action for the market.  The SPX and NASDAQ each fell 0.4%, and 

the Russell 2000 rallied 0.6%. Breadth was also mixed as the NYSE Up Issues % was 60% 

and the Up Volume % came in at 46%.  NYSE volume increased for the 4th day in a row. 

 

One seasonal factor that could come into play on Friday is that the market has often 

struggled after the open on opex Friday.  Below is a study showing results of purchasing 

10 ES contracts (which is the mini-futures contract for the S&P 500) at the open and then 

exiting at different times during the day.  This table is updated from the 6/15/18 letter.    

 

 

  

As you can see, the bearish implications primarily play themselves out by early afternoon.  

(1000 = 10am EST, 1200 = noon EST, 1400 = 2pm EST, etc.)  The largest downside totals 

would have been achieved by exiting at 2pm.  But as you can see below, over the last year 

or so, the downside tendency has not persisted. 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

None

Active - Long Term

July  10, 2018 SPX up 2% in 3 days. HV Off < 0.25 1-19 days Bullish 4.20% -2.20% -4.80%

June 7 , 2018 SPX > 50-day  Bollinger Band 1-50 days Bullish 5.00% -4.10% -7.80%

May 7 , 2018 NASDAQ leading int term Bullish

April 2, 2018 SOMA reduction intensifies to $30billion/moint term Bearish

February  15, 2018 FTD with moderate breadth & volume int term Bearish

January  8, 2018 1st 4 days of year close higher 1-250 days Bullish 15.90% -5.70% -11.10%

April 26, 2016 Golden Cross int term Bullish

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

Dropped Tonight

July  18, 2018 Gap up close dn. Gap dn close 10-high 1-2 days Bearish
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But the change in character is not as evident when looking at the early morning and closing 

out at 10am.  This can be seen below. 
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Despite the recent upturn, it still appears to me that caution seems warranted on the long 

side, especially during the early morning on Friday. 

 

I will discuss the SOMA action and my upcoming outlook for it in detail in the weekend 

letter, but I thought I would report last week’s numbers and update our 

expansion/contraction chart tonight. 
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As I have been saying was likely, the SOMA did see an expansion this past week.  It was 

fairly mild, but it was enough to allow the bulls to keep their expansion week hot streak 

intact. 
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The gap continues to widen here.  As I will discuss in more detail over the weekend, I 

expect to see the blue line flatten for the next few weeks as we should see some sizable 

Quantitative Tightening (QT) numbers.  The red line has struggled over time, and bulls 

will have to deal with a stronger headwind than they have faced up until this point over the 

next few weeks.  It is possible that bullish momentum can overcome tight liquidity.  But 

that seems like a very risky bet in my view. 

 

I have updated the Aggregator chart below.   

 

 
 

With the last short-term studies expiring tonight the green Aggregator Line closed right at 

zero.  (Though I could have shown it a little negative based on the expected SOMA flows 

and poor Opex-morning seasonality.)  Flat readings mean net expectations from the Active 

List are neutral over the next few days.  Meanwhile the black Differential Line moved 

above 0. The positive Differential Line reading means SPX is oversold versus recent 

expectations.  So expectations are flat and SPX is oversold.  This is considered a neutral 

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

close on the same side of 0.  Therefore, the Aggregator signal turned flat at the close.   

 

With the Short-Term Active List barren, expectations are slated to remain flat on Friday.  

This could easily change if new evidence emerges.  The Differential Pivot will be 2820.06 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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on Friday.  That is 0.6% above Thursday’s close.  So SPX will need to close up at least 

0.6% on Friday in order to flip from oversold to overbought versus expectations. 

 

I am again not seeing a very compelling setup right here.  The pullback has the market 

short-term oversold, but the neutral to bearish expectations are not encouraging.  I am 

sidelined and intend to remain that way until a more substantial edge emerges. 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 716– neutral 

The intermediate-term outlook was last updated in the 7/16 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 

 

OpenCatapult Triggers 

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. 

 

A complete list of Quantifiable Edges trade idea results since the inception of the letter in 

2008 can be found here. 
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to be used or considered as an offer to sell, or a solicitation of any offer to buy securities.  While information contained herein is believed 
to be accurate at the time of publication, we make no representation as to the accuracy or completeness of any data, studies, or opinions 

expressed and it should not be relied upon as such.  Robert Hanna, Quantifiable Edges, LLC or clients of Quantifiable Edges, LLC may 

have positions or other interests in securities (including derivatives) directly or indirectly which are the subject of this report.  This report 
is provided solely for the information of Quantifiable Edges, LLC clients and prospects who are expected to make their own investment 

decisions without reliance upon this report.  Neither Quantifiable Edges, LLC nor any officer or employee of Quantifiable Edges, LLC 

accepts any liability whatsoever for any direct or consequential loss arising from any use of this report or its contents.  This report may 
not be reproduced, distributed or published by any recipient for any purpose without the prior express consent of Quantifiable Edges, 

LLC. 
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