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Signals Overview 

Aggregator CBI Reading
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Tonight’s Research Points  

  
  

• Breakouts to new 50-day highs often lead to more buying in the short-term. This is 

especially true when there has been a run-up into the breakout and the breakout occurs on 

lower volume. Both conditions were present Monday. 

• Breakouts to 50-day highs that occur with an unfilled up gap have often led to more short-

term buying. 

• The extremely strong breadth on the breakout is also a positive.  

• The 3-day rally under the 200ma is suggesting a pullback in the next few days . 

• Rising prices and dropping volume over the last few days suggest a short-term bearish 

edge. 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bearish, but evidence is mixed and I don’t find reward/risk terribly appealing. I 

am leaning more neutral in my view. 
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The Evidence 

Fed support and positive vaccine news sparked a massive rally on Monday. The SPX closed up 

3.2%, the NASDAQ rallied 2.4%, and the Russell 2000 jumped 6.1%. Breadth was extremely 

positive as the NYSE Up Issues % was 89% and the Up Volume % came in at 91%.  NYSE volume 

declined some as it typically does after opex Friday. 

 

Monday saw SPX close at a 50-day high for the 1st time since the February all-time highs.  The 

new high triggered a number of studies in the Quantifinder.  I have shown numerous times before 

that breakouts to new highs show a better chance of following through if they are occurring after 

a decent basing period of at least 1-2 weeks.  Some other studies that triggered showed evidence 

that to some people might seem counter-intuitive.  One study showed that breakouts that occurred 

on declining volume have followed-through much better than breakouts accompanied by rising 

volume.  Another study showed that when the breakout has come after the market had already 

risen for at least the past 2 days, then it has done a better job of carrying that momentum forward. 

 

In the 7/11/18 Letter I combined these concepts and published the following study.  (All stats are 

updated.) 

 

 

 

Stats here are very impressive, especially with a setup where the SPX is already extended.  The 

consistency is impressive as well.  Below is a look at the profit curve assuming a 5-day holding 

period. 
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While a few recent instances have not done great, I still like the curve enough to include the study 

on the Active List. 

 

To demonstrate the importance of the 3-day rise and the low volume on the breakout, I reversed 

both of those criteria and re-ran the study. 
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Breakouts under these conditions have seen essentially no edge over the next few days. 

 

 

SPY breakout action also provided some bullish evidence.  This is because the breakout came with 

an unfilled gap up.  I last showed the importance of an unfilled gap in the 7/25/19 subscriber letter.  

I have updated those studies below. 

 

 
 

Results here are strong across the board.  Below is an equity curve using a 5-day holding period. 
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The strong move from lower left to upper right is impressive. 

 

Technicians will often use the term “breakaway gap”.  This suggests the gap occurs on the same 

day as a base breakout.  The idea is that the new high causes excitement and the gap leaves a good 

amount of people sidelined or stuck short.  When it doesn’t immediately fill, it leads these people 

to chase and helps to propel the market even higher. 

 

Now let’s look at instances where the 50-day high breakout was not accompanied by an unfilled 

gap.  Interestingly, the number of instances was a bit lower here.  This study also appeared in the 

7/25/19 letter. 
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Moves to new highs that don’t start with an unfilled gap are much less reliable.  I have been 

showing this study for 11 years or so, and it never fails to amaze me how more breakouts occur 

with an unfilled gap up than without one. 

 

The strong breadth was also a plus with regards to Monday’s breakout. The study below is updated 

from the 7/11/16 subscriber letter. 

 

 

 

While such breakout action has been unusual, both short and long-term performance has been 

impressive.  Below I have listed all instances for both 2 and 40-day periods. 
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September 2010 and September 2012 were the two failures.  All the non-September instances saw 

follow-through over the next 2 days.   

 

Here are the 40-day results. 
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Again here it was the September 2012 instance that struggled. But even that instance saw greater 

run-up during those 40 days than it saw drawdown. The 1st four instances saw outsized gains versus 

everything else.  Most years posted solid gains.  The average run-up was 7.9% and the average 

drawdown was just 1.9%.  Overall, there seems to be a strong inclination for the market to rally 

after similar setups in the past. 

 

And even if we ignore the fresh breakouts, and simply look at instances of SPX hitting a 50-day 

high on 90% up volume, the stats are still strong.  The study below was also seen in the 7/11/16 

subscriber letter and has been updated.  
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No matter how you look at it, the extremely strong breadth in conjunction with the 50-day high 

appears to suggest an upside edge. 

 

But not everything from Monday looked bullish.  While bulls can point to the move as a breakout 

to a 50-day high, bears could view it as overextended and still below the 200-day moving average.  

Monday was the 3rd day higher day in a row for SPY. And it was also saw the strongest rise of the 

last 3 days. There were a few studies that appeared in the Quantifinder tonight that looked at 3-

day rallies while under the 200ma. The one below also considered the strength of the most recent 

day. It was last seen in the 1/28/19 letter. Stats are updated. 
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The numbers all point lower. And the consistency of a decline at some point in the following days 

has been especially impressive. Below is a look at a 3-day profit curve. 
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That curve has been headed lower for a long time and is again near new lows. The strong, steady 

downslope serves as some confirmation of the bearish edge. 

 

A few studies also appeared in the Quantifinder related to SPY volume.  The one below I found to 

be especially appealing, and worth showing again because it seems to suggest not just a short-term 

edge, but perhaps an intermediate-term one as well.  It is updated from the 12/13/18 letter. 
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Here we see what appears to be a strong downside inclination.  Below is the 3-day profit curve. 
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The persistent downslope is impressive.  I also ran the 20-day curve. 
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That is a steady move from upper left to lower right. I have included this study on the short and 

intermediate-term Active Lists tonight. 

 

So the evidence tonight may really depend on your long-term view. New high breakout & uptrend 

= good, or overextended in a long-term downtrend = bad. I do not see a clear answer, so I’m taking 

all of this evidence into account. 

 

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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Without tonight’s evidence included, the green Aggregator line remained slightly below zero.  

Negative readings mean net expectations are for downside over the next few days.  Meanwhile the 

black Differential Line is also below 0. The negative Differential Line reading means SPX is 

overbought versus recent expectations. So expectations are negative and SPX is overbought.  This 

is considered a bearish configuration. Bearish configurations are visible on the chart whenever 

both lines close below zero. Therefore, the Aggregator signal stayed short at the close.   

 

Based on the current list of active studies, expectations are set to remain negative on Tuesday (and 

then flip bullish on Wednesday). Of course this could all change depending on what new evidence 

emerges. Meanwhile, the Differential Pivot will be 2842.36 on Tuesday. That is 3.8% below 

Monday’s close. Therefore, SPX will need to close down a very sizable 3.8% in order to flip from 

overbought to oversold vs expectations on Tuesday.  

 

So the Aggregator is now leaning bearish. But there is a real mix of evidence. And to make it more 

confusing, 1-day expectations are actually slightly positive. I don’t see the current setup as a strong 

reward/risk opportunity for longs or shorts. I believe the most likely scenario is we see a brief 

pause or pullback in the next 1-3 days, and then perhaps a move back up. But I’ll wait for more 

clarity and a more substantial edge before jumping into a new long or short index trade. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 5/18 – neutral 

The intermediate-term outlook was last updated in the 5/18 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 
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