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Signals Overview 

Aggregator CBI Reading

Long 5  
 

 

Tonight’s Research Points  

 

 

• 2% drops above the 200ma have not been as reliable in recent years. 

• NYSE Up Volume < 5% has been rare with SPX above the 200ma, and has often led 

to a bounce in the short-term. 

 

 

 

  

Short-term Outlook  

The Bottom Line  

Evidence is beginning to arise suggesting a bounce, and there is plenty of room to the upside before 

SPX would turn overbought. I am leaning bullish.  
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Summary of Recent Active Studies (see Letters from listed dates for details 

         
 

 

The Evidence 

A 2/10 yield curve inversion triggered some selling, and the market crumbled on Wednesday.  The 

SPX fell 2.9%, the NASDAQ dropped 3.0%%, and the Russell 2000 lost 2.85%. Breadth was 

extremely negative as the NYSE Up Issues % was 14.4% and the Up Volume % came in at 4.6%.  

NYSE volume rose quite a bit from Tuesday’s level. 

 

Big down days are starting to seem commonplace. It was only a little over a week ago that SPX 

posted a 3% loss. And it just missed it again today with a 2.9% decline. But big drops don’t often 

happen when the market is trading above its 200ma. There were several studies tonight that looked 

at sizable drops during a long-term uptrend. I noted a theme among a few of them that simply 

seeing a big down day and a new low in recent years has not led to as reliable of a rebound as it 

did in the past.  The study below is an example of what I looked at. 

 

 

 

Numbers here appear solid, though not overwhelming. The win rate of 60% is ok, but not as high 

as we often see with many of the bullish studies I utilize. 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 15, 2019 NY SE Up Vol %< 5%. SPX > 200ma 1-2 days Bullish

Active - Long Term

August 13, 2019 3rd 1% dn day  in last 10. Close > 200ma 1-20 days Bullish

August 7 , 2019 SPX < lower Bollinger Band 4 days 1-18 days Bullish 6.30% -3.80% -7.75%

August 5, 2019 4+ Hindenburg Omen Signals 1-35 days Bearish

August 5, 2019 QQQ down 5. Today  biggest drop. 1-20 days Bullish 10.60% -4.40% -7.70%

August 2, 2019 1st 10-low close in 30+ days 1-6 days Bullish

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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The curve is back to making new highs, but upside progress has certainly slowed in recent years. 

Under many circumstances, I might consider this “good enough”. But the 1-day curve gave me 

some pause. 
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Since 2000, there have been net losses on the day after the setup. So this does not seem like a great 

signal when simply taking price action into account. 

 

But the stats that were the most extreme were the breadth numbers, with NYSE Up Volume % 

coming in at under 5% for the 1st time since 2/5/18.  The study below is from the 7/12/11 letter. It 

looks at other instances where the NYSE Up Volume % was < 5% while SPX closed above the 

200ma. Stats are updated. 
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The stats suggest a quick bounce, and then eventually further gains.  Below is the full list of 

instances along with their 2-day results. 
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Overall, an impressive list. I also ran a profit curve for the 9-day hold. 
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That is a strong, steady upslope. Bottom line is that breadth numbers as extreme as we saw on 

Wednesday often suggest an overdone market that is primed to bounce. I have added this study to 

the Active List tonight as a 2-day edge. 

 

Not supportive of this is the fact that the CBI only moved up to 5 on Wednesday. That is a little 

better than neutral, but it is only about halfway to a strong bullish reading. Despite all the turmoil 

we have seen in the last couple of weeks, the CBI has not managed to spike above 5 at any point. 

I would obviously prefer a higher CBI reading before getting terribly excited about taking on 

substantial index exposure. 

 

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 evidence 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 shot further above 0. The positive Differential Line reading means SPX is 

oversold versus recent expectations. So expectations are positive and SPX is strongly 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 limited short-term evidence on the active list, expectations are slated to remain positive 

on Thursday. Of course that could quickly change if compelling new bearish evidence emerges. 

The Differential Pivot will be 2907.92 on Thursday. That is 2.4% above Wednesday’s close. So 

SPX will need to close up a very strong 2.4% on Thursday to flip from oversold to overbought vs 

recent expectations. 

 

We are starting to see some evidence that the market should put in at least a short-term bounce at 

some point in the next few days. But it is interesting that the evidence I am seeing now is nowhere 

near as compelling as I saw after last Monday’s big drop. I do think taking on some long exposure 

here offers favorable reward/risk. But I’ll be keeping plenty of powder dry in case the market fails 

to generate a quick rebound. Further selling accompanied by additional bullish evidence and a 

spiking CBI would get me more interested in taking on a larger position. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 8/12– slightly bullish 

The intermediate-term outlook was last updated in the 8/12/19 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 

PFE @ $36.95 (bought 1/3 @ limit) 

PFE @ $36.58 (bought 1/3 @ limit)  

KHC @ $25.96 (buy 1/3 @ limit) 

New 

PFE @ $34.24 (buy 1/3 @ limit)  

KHC @ $25.52 (buy 1/3 @ limit) 

 

 

Broad Market Large Cap CBI – 5(PFE-3, KHC-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. 

 

 

PFE – Buy 1/3 Catapult position @ $34.24 LIMIT. From the Catapult section above, this is 

the 3rd and final lot of PFE. 

 

KHC – Buy 1/3 Catapult position @ $25.52 LIMIT. From the Catapult section above, this is 

the 2nd of up to 3 possible lots of KHC. 

 

SPY – Buy ¼ index position @ $283.90 LIMIT. Based on the short-term outlook above, I will 

look to start scaling into a long index position if I can get filled at Wednesday’s close or better. 

 

 

 

 

 

http://quantifiableedges.com/current-weekly-letter/
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 StopNotes

PFE(1/3) 8/7/2019 $36.65 $34.24 -6.58% Catapult

PFE(1/3) 8/8/2019 $35.40 $34.24 -3.28% Catapult

KHC(1/3) 8/14/2019 $25.85 $25.52 -1.28% 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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