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Market Overview 
 
 
 
 
 
 
 
 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 7  
 

Tonight’s Research Points  

  

• 20-day lows on Fed Days have historically been followed by a rally in the next 

week. 

• The strong move lower from a high on a Fed Day suggests a bounce in the 

coming days. 

• The 50-day low and low RSI(2) suggest a 1-2 day bullish edge. 

• SPY triggered a Catapult signal. 

• This has been one of the worst Decembers on record. 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish and there is ample room to the upside.  I believe there is a good 

chance of a bounce in the upcoming days.  I remain partially long. 
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The Evidence 

The Fed disappointed and the market tumbled again.  The SPX finished down 1.5%, the 

NASDAQ lost 2.2%, and the Russell 2000 fell 2.0%.  All 3 indices also finished at long-

term lows.  Breadth was negative as the NYSE Up Issues % was 28% and the Up Volume 

% came in at 26%.  NYSE volume hit the highest level so far this month. 

 

The selling triggered a number of studies again in the Quantifinder.  Interestingly, none 

were bearish.  Below are some of the more compelling ones. 

 

One potential positive about the long-term low today is that it came on a Fed Day.  In the 

11/3/16 letter I looked back at other times SPX made an intermediate-term low on a Fed 

Day.  I have updated that study tonight. 

 

 
 

Results over the first few days are underwhelming, but once you get out 1 week they look 

quite impressive.  Below is a profit curve for the 1-week holding period. 
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The strong upslope serves as nice confirmation of the possible bullish edge. 

 

Another Fed-based study noted the large intraday reversal downward.  It was from the 

1/29/15 letter.  I have updated it below. 

 

 

 

Instances here are lower than I would prefer, but the overall numbers appear strongly 

positive. I figured it was at least worth looking at the equity curve. 
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While a bit choppy, this curve does head from lower left to upper right. This study 

combined with the 1st Fed study appears worth some consideration. 

 

As I will show in the Catapult & CBI section down lower, the CBI only reached 7 on 

Wednesday.  It still has not spiked up to the 10+ number that I typically consider to be a 

bullish reading.   

 

Of course the CBI is a count of all the Catapult triggers in S&P 100 stocks.  But 

interestingly, the SPY itself triggered a Catapult on Wednesday afternoon.  Below are 

results of SPY Catapult triggers since 1993. 
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Numbers are fantastic.  Here is the curve. 

 

 
 

The curve is also very impressive.  While the CBI is still fairly low, the SPY Catapult 

trigger is suggesting a bounce is probable. 

 

I like using short-term RSI as one way to measure overbought and oversold. I have found 

the 2-period and 3-period RSI to be especially useful. The 2-period RSI for the SPX 



 

Quantifiable Edges, LLC                 10 Boyden Rd., Medfield, Massachusetts   02052                              781-956-6952 

P
ag

e6
 

closed at 1.03 on Wednesday. Combined with the 50-day low, this triggered the below 

study, which I last discussed in the 8/24/15 subscriber letter. All stats are updated. 

 

 
 

The positive implications are primarily seen in the first 2 days. And the consistency is 

quite strong. I say this because of the stat noted in red at the bottom of the table. Below is 

a profit curve using a 2-day holding strategy. 

 

 
 

The consistency of the edge is also demonstrated by this equity curve. 
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So other than the lack of a strong spike in the CBI, there is an awful lot pointing towards 

an upside edge.  But the market is struggling in a way that is extremely rare this time of 

year.  The table below looks back to 1928 at the worst December pullbacks.  You’ll note 

we are right now at #4 and could easily reach #2 or #3 with a bit more selling. 

 

 

 
 

Russell 2000 data only goes back to 1987.  As I noted in the weekend letter, we are 

entering a very strong seasonal period for the Russell 2000.  But we have already reached 

the worst December pullback for that index. 

 

 

 

When the market acts historically abnormal as it is currently doing, it is often a good idea 

to proceed with a bit more caution than usual.  So as I will discuss below, I am not 

inclined to up my index exposure just yet – and won’t unless we at least see more of a 

CBI spike. 

 

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 tonight’s studies considered, the green Aggregator Line remained above zero.  

Positive readings mean net expectations are for upside over the next few days.  

Meanwhile, the black Differential Line is still 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 zero. Therefore, the Aggregator 

signal stayed long at the close.   

 

With the current active studies, expectations are slated to remain bullish on Thursday. It 

would take some very compelling new bearish evidence to change this.  The Differential 

Pivot will be 2558.23 on Thursday.  That is 2.0% above Wednesday’s close.  Therefore, 

SPX would need to close up about 2.0% on Thursday in order to flip from oversold to 

overbought versus expectations.   

 

So the Aggregator is again bullish.  Expectations are positive and there is plenty of upside 

potential before SPX would turn overbought.  A bounce certainly appears overdue.  I am 

partially long already and looking to take advantage of a bounce.  I considered adding 

more index exposure here, but as I noted earlier, with the market acting historically 

abnormal, I will wait for the CBI to get a little higher before looking to buy a 3rd lot.  

There were a few new Catapults to trigger, and I will be looking to trade them on 

Thursday.  
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Intermediate-term Outlook (2 weeks – 2 months) – updated 12/17– neutral  

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

OpenCatapult Triggers 

EMR – 1/3 @ $58.72 (bought @ limit) 

EMR – 1/3 @ $58.49 (bought @ limit) 

SLB – 1/3 @ $37.84 (bought @ limit) 

FOXA – 1/3 @ $48.78 (bought @ limit) 

New 

EMR – 1/3 @ $57.68 (buy @ limit) 

SLB – 1/3 @ $37.79 (buy @ limit) 

AGN – 1/3 @ $136.56 (buy @ limit) 

 

 

Broad Market Large Cap CBI – 7( EMR-3, SLB-2, FOXA, AGN) 

 

 

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. 

 

 

EMR – buy 1/3 Catapult position @ $57.68 LIMIT.  This is from the Catapult & CBI 

section above. It is the last of 3 possible positions for EMR. 

 

SLB – buy 1/3 Catapult position @ $37.79 LIMIT.  This is from the Catapult & CBI 

section above. It is the 2nd of up to 3 possible positions for SLB. 

 

AGN – buy 1/3 Catapult position @ $136.56 LIMIT.  This is from the Catapult & CBI 

section above. It is the 1st of up to 3 possible positions for AGN. 

 

 

 

 

 

 

http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
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Current Open Trade Ideas 

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

ALL(1/3) 12/17/2018 $79.17 $81.59 3.06% sold on open

SPY(1/4) 12/17/2018 $259.40 $251.26 -3.14% Aggregator

EMR(1/3) 12/18/2018 $58.72 $57.68 -1.77% Catapult

IWM(1/4) 12/18/2018 $136.85 $134.00 -2.08% Aggregator

EMR(1/3) 10/24/2018 $58.49 $57.68 -1.38% Catapult

FOXA(1/3) 10/24/2018 $48.78 $48.52 -0.53% Catapult

SLB(1/3) 10/25/2018 $37.84 $37.79 -0.13% Catapult

 

 

 

 

 

 

 

 

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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