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Market Overview 
 
 
 
 
 
 
 
 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 0  
 

 

Tonight’s Research Points  

 

  

• 3-day pullbacks from 50-day highs like the current one have typically been followed by a 

bounce in the past. 

• Down 2+ days on a Fed Day has often been followed by a rally.  

• A combination of factors is suggesting turn of the month is likely to see gains. 

• QT is done, and it will take some time to measure the impact of these changes. 

 

  

 

Short-term Outlook  

The Bottom Line  

The Aggregator has turned bullish. I believe there is an upside edge over the next few days.  
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Summary of Recent Active Studies (see Letters from listed dates for details 

        
 

 

The Evidence 

The market still does not like Chairman Powell.  After the Fed announcement, the market cratered, 

with the damage really coming while he was speaking. A last-hour bounce took stocks off their 

lows, but still down on the day.  The SPX lost 1.1%, the NASDAQ fell 1.2%, and the Russell 2000 

declined 0.7%. Breadth was negative as the NYSE Up Issues % was 37% and the Up Volume % 

came in at 26%.  NYSE volume rose strongly from Tuesday’s level. 

 

Wednesday marked the 3rd lower close in a row for SPY. Three-day pullbacks will often trigger a 

few bullish studies. I found the one below especially compelling because 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. 

 

 
 

Under these circumstances, it appears bounces have been both reliable and powerful. Much of the 

edge was realized in the 1st 4 days.  Below is a look at the 4-day profit curve.  

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

August 1 , 2019 End of month. Poor close dn day  > 200 1-2 days Bullish

August 1 , 2019 Dn 3 days from 50-day  high. C > 10-low 1-4 days Bullish

August 1 , 2019 Fed Day  SPX down 2+ 1-6 days Bullish

July  30, 2019 SPY  unfill up. Then unfill dn frm 20-high 1-3 days Bearish

July  29, 2019 NDX up 1%. SOX down. 1-6 days Bearish -3.10% 1.80% 3.90%

July  22, 2019 Bottom 10% daily  2x in 3 days <10>200 1-8 days Bullish 2.90% -1.30% -2.80%

Active - Long Term

August 1 , 2019 QT over. int term Neutral

July  8, 2019 NASDAQ Leading int term Bullish

April 2, 2019 Golden Cross int term Bullish
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That is a strong, steady move higher. I have included this study on the Active List tonight. 

 

Several studies related to turn of the month triggered in the Quantifinder.  Beginnings of new 

months often arrive with seasonal strength. This has especially been true 1) during long-term 

uptrends, and 2) when the market is experiencing a short-term pullback, and 3) when it closes 

weakly on the last day of the month. In the study below I took these concepts, which were learned 

from past studies, and combined them.  It was last seen in the 6/1/18 letter.  The very strong results 

have all been updated.   
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The reliability of a bounce over the next 1-2 days has been remarkable.  So were the 2-day Run-

up/Drawdown stats, which I have pasted below: 

 

 

 

The Avg Run-Up was nearly the size of the MAX Drawdown, and over 4x the size of the Avg 

Drawdown.  Those are some impressive numbers.  Here also is a profit curve. 

 



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

 

 

 

This is a very impressive curve.  This study certainly seems worthy of consideration. 

 

Of course Wednesday was also a Fed Day. Fed Days have historically had a bullish bias. So it is 

unusual that a Fed Day would continue a string of down days. I looked at this in the study below. 

It was last seen in the 6/16/16 letter and results have been updated. 
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When Fed Days fail to produce a bounce, you normally see a rally shortly after. And below is a 

profit curve assuming a 6-day exit strategy. 
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The strong upslope serves as some confirmation of the bullish stats. 

 

In their statement on Wednesday the Fed announced 1) that they were cutting rates by 0.25%, 

which everyone expected, and 2) that they were ending the QT program, which was not expected. 

The note below is from the Fed announcement. 

 

 

 

Also interesting is the fact that they will be rolling MBS principal payments into treasury debt. 

And they will be doing this according to a published schedule. This can be seen below. 

 

 

 

It is too early to determine whether we will be able to exploit this schedule in a way that was 

possible with Operation Twist several years ago. Back then we found that strings of POMO days 

led to upside momentum, and bunches of days that did not show POMO buying often served as a 

headwind. This can be seen in the presentation slides from the old QE Buying Power Index page, 

which was last updated when Operation Twist ended in late 2014. I may discuss this a little more 

this weekend, but I anticipate it will take a bit of time to see how the schedule is set, and whether 

the flows will be substantial enough to possibly impact short-term market movement. 

 

Lastly, as I noted in the weekend letter a few days ago, early August has struggled some over the 

years. Below I have copied my comments from Sunday. 

 

From a seasonality standpoint I also took a look at how the market has performed during the 1st 

week in August over the years. SPX results can be seen in the chart below. 

 

http://quantifiableedges.com/qe-buying-power-index-information-page/
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This chart topped in 1989. Since then the slope has generally been headed lower. But as I note on 

the chart, 2011, and the 7.2% loss that week, was a big outlier and had a major impact on the look 

of the curve. Five of the last 7 instances were actually higher. So I don’t see early August as 

necessarily bearish, but it is neutral at best. 

 

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 new evidence considered, the green Aggregator Line jumped above zero.  Positive 

readings mean net expectations are for upside over the next few days.  Meanwhile, the black 

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

versus recent expectations. And it is now as oversold as we have seen it in a long time.  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 turned long at the close.   

 

Based on the current active list of studies, expectations are slated to remain positive on Thursday. 

This could change if compelling new bearish evidence emerges. The Differential Pivot will be 

3026.47 on Thursday.  That is 1.55% above Wednesday’s close. So SPX would need to close up 

at least 1.55% on Thursday in order to flip from oversold to overbought versus recent expectations. 

 

So the new evidence now has the Aggregator setup bullish.  The bearish evidence we saw a few 

days ago managed to keep me sidelined and avoid the selling the last 3 days. Now with the market 

strongly oversold and the evidence turning bullish, it appears it is time to start looking to take 

advantage on the long side. I’d be a little more excited about the current SPX reading as an entry 

point if it did not finish so far off its lows on Wednesday. It actually managed to close 20 points 

above the lows that were hit just before 3pm EST. I suspect we could see a minor retracement into 
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that range on Thursday, so I’ll be looking to get long a bit below Wednesday’s closing level, but 

well above the low on Wednesday. If the market continues to sell off over the next few days, I will 

likely continue to scale into a larger long position. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 7/29 – bullish 

 

 

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. 

 

 

SPY – Buy ¼ index position @ $297.00 LIMIT. If not filled before close, up limit price to 

$297.42 LIMIT ON CLOSE. Based on the short-term outlook above, I’ll be looking to get long 

SPY if it dips much during the day or closes down at all. 

 

 

Current Open Trade Ideas 

None 
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