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Market Overview 
 
 
 
 
 
 
 
 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 2  
 

 

 

Tonight’s Research Points  

  

• 3 down days going into a Turnaround Tuesday appears bullish. 

• 3 down days from a 50-day high that closes < 10ma but above 10-day low suggest 

an upside edge. 

• The first drop below the 10ma in quite a while will often be followed by another 

leg up. 

 

  

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish.  I am looking to take on some long exposure and take advantage 

of a bounce. 
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Summary of Recent Active Studies (see Letters from listed dates for details)  

       
 

 

The Evidence 

Monday was another substantial down day for the market.  The SPX closed down 0.6%, 

the NASDAQ lost 1.4%, and the Russell 2000 fell 0.6%. Breadth was mixed as the NYSE 

Up Issues % was 45% and the Up Volume % came in at 53%.  NYSE volume declined a 

little from Friday’s level. 

 

The pullback Monday managed to trigger a few studies suggesting bullish implications.  

One notable is that that Monday marked the 3rd down day in a row.  In the past, I have 

documented both the tendency for the market to bounce 1) after 3 days lower, and 2) going 

into a Tuesday.  In the 3/21/17 letter I combined these concepts.  Below are updated results. 

 

 
 

Results here appear to be quite bullish.  The 8-day time period especially stands out.  Below 

is an equity curve showing how that holding period has played out. 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

July  31, 2018 SPY  dn 3 days fm 50-hi. <10ma >10 low 1-4 days Bullish 1.60% -0.90% -1.80%

July  31, 2018 SPX 15+ days over 10ma, then below 1-2 days Bullish 0.90% -0.60% -1.30%

July  31, 2018 SPX down 3 days. Today  is Monday 1-8 days Bullish 2.10% -1.30% -2.50%

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%

July  1 , 2018 SOMA reduction intensifies to $40billion/moint term Bearish

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

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
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The curve is nearly as straight as the arrow.  This serves as some confirmation of the upside 

edge suggested by the numbers.  I have included this study on the Active List. 

 

Another 3-day pullback study I found especially compelling can be found below.  It also 

considered the fact that the 3-day pullback was occurring right after a high was hit.  

Additionally, it required that the pullback was deep enough to put it below the 10ma, but 

not deep enough to see it at a 10-day closing low.  It was last seen in the 6/23/17 subscriber 

letter, and I have updated the stats.  
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Under these circumstances, it appears bounces have been both reliable and powerful.  

While much of the edge was realized in the first 4 days, there does seem to be some follow 

through as far out as 2 weeks.  Below is a look at the profit curve assuming a 4-day exit 

technique. 
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The curve appears to provide confirmation of the bullish tendency suggested by the stats 

table. 

 

The persistent uptrend of late has kept SPX above its short-term moving averages for an 

extended period.   Monday, after 17 consecutive closes above the 10ma, SPX dipped down 

and closed below it. In the 9/26/17 letter I looked at performance following other instances 

where SPX closed below its 10ma for the first time over 15 days. Results are updated 

below. 

 

 
 

The numbers here all look solidly bullish over the next week. Below is the 2-day profit 

curve. 
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The strong upslope serves as some confirmation of the bullish edge.   

 

I have updated the Aggregator chart below.   

 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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With the bullish new evidence to consider tonight, the green Aggregator Line moved 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 above 0. The positive 

Differential Line reading means SPX is strongly 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.   

 

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

course, this could change if strong new bearish evidence emerges.  The Differential Pivot 

will be 2851.65 on Tuesday.  That is 1.75% above Friday’s close.   So SPX will need to 

post a very strong rally on Tuesday in order to change from oversold to overbought versus 

expectations.   

 

The studies tonight provide some fairly compelling evidence suggesting an upside edge.  

And there is plenty of room to the upside to make profits before SPX would flip from 

oversold to overbought.  So reward/risk appears favorable.  And while I do not have time 

to cover it tonight, poor closes into month end will generally set up for rallies to start the 

next month.  And “poor closes” could mean several days down, or it could simply mean a 

close in the bottom half of the daily range.  I will therefore be looking to take on some long 

index on Tuesday, and if the SPX struggles further on Tuesday, I may even look to add a 

2nd lot.   
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Intermediate-term Outlook (2 weeks – 2 months) – updated 7/30– neutral, but 

approaching mildly bearish 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

OpenCatapult Triggers 

F – 1/3 @ $10.56 (bought @ limit) 

F – 1/3 @ $10.47 (buy @ limit) – not filled – cancel for now 

 

Broad Market Large Cap CBI – 2(F-2) 

 

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. 

 

SPY – Buy ¼ index position at $279.95 LIMIT.  Based on the short-term section 

above, I am looking to start building an index position on Tuesday if I can get filled at 

Monday’s close or better. 

 

SPY – Buy ¼ index position at $279.50 LIMIT ON CLOSE IF SPY ALSO CLOSES 

IN THE BOTTOM HALF OF THE DAILY RANGE.  Also based on the short-term 

section above, I will add a 2nd lot if the SPX closes poorly another day heading into the 

turn of the month. 

 

 

Current Open Trade Ideas 

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

F(1/3) 7/23/2018 $10.56 $10.07 -4.64% Catapult

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

2008 can be found here. 

 
This report has been prepared by Quantifiable Edges, LLC and is provided for information purposes only.  Under no circumstances is it 
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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 
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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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