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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

 

Tonight’s Research Points  

  

• Strong moves to new highs on an employment day have generally be good for the 

NASDAQ – but not the SPX. 

• The recent breadth has been huge, and that can be seen multiple ways. This is an 

intermediate-term positive. 

• The Fed is still pumping, but the liquidity stream has slowed recently. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral and so am I. Short-term evidence is light and the market is very 

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

  
 

 

The Evidence 

Friday the market boomed higher on an employment report that was viewed as good news. The 

SPX rallied 2.6%, the NASDAQ gained 2.1%, and the Russell 2000 jumped 3.8%. Breadth was 

positive as the NYSE Up Issues % was 84% and the Up Volume % came in at 92%.  NYSE volume 

rose for the 4th day in a row. 

 

With unemployment “only” around 13%, the market rallied hard, and the NASDAQ and SPX both 

closed new 50-day highs. This triggered the study below, last seen just a month ago in the 5/11/20 

letter.  

 

 
 

The results above appear fairly compelling for the bulls. But below is a look at the profit curve. 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

None

Active - Long Term

June 8, 2020 3 Breadth Sigs (BAM/90%Day/A-D Hi) 1-63 days Bullish

June 4, 2020 SPX RSI2 crosses 99 1-18 days Bullish

May  19, 2020 Breakout on 90% Up Volume 1-40 days Bullish 7.90% -1.90% -4.50%

April 30, 2020 3 7 0% Up Issues Days 1-85 days Bullish 10.40% -4.30% -11.00%

April 29, 2020 Sell in May  after 5% drop Jan-Apr 6 months Bearish

March 23, 2020 QE4 int term Bullish

October 28, 2019 NASDAQ Leading int term Bullish

Dropped Tonight (expired or Avg move + 1 std dev exceeded) 

June 5, 2020 NDX down 0.7 5%. SOX up 0.7 5% 1 day Bullish

June 1 , 2020 Finish month at high of month 1-5 days Bullish
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We have seen a bit of a fade lately. But this still appears to suggest NASDAQ momentum could 

continue into next week. I also checked to see how SPX performed after the NASDAQ action. 

Results here were interesting. 

 

 
 

What is immediately evident is that SPX does not seem to provide confirmation. While the indices 

often move together, the NASDAQ momentum did not seem to carry over very well for the SPX. 

Of course SPX also made a 50-day high on a strong up move. So rather than rely on the NASDAQ 

to signal the buy, I looked at times SPX triggered the entry. 
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Numbers here still are not compelling. With the NASDAQ edge faltering recently and the SPX 

never really showing one, I decided to leave this off the active list tonight. 

 

Another study with interesting results was from the 8/6/12 letter. It looked at times SPY gapped 

up big and made a move up to a new intermediate-term high. I have updated the results below. 

 

 

 

The 3-day numbers appear somewhat bearish. I thought about including it on the active list. But 

with days 1 and 2 showing a better chance at a move higher, and days 4 and 5 each showing net 

gains, I decided any edge was questionable – especially with the low number of instances. So from 

a short-term perspective, the market is certainly overbought, but there is nothing new suggesting 

a strong directional edge for the next few days. 

 

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/


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

 

 
 

With all evidence considered, the green Aggregator line held slightly above zero.  Positive readings 

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

Line is again below 0. The negative Differential Line reading means SPX is overbought versus 

recent expectations. So expectations are positive but SPX is overbought.  This is considered a 

neutral configuration. Neutral configurations are visible on the chart whenever both lines close on 

opposite sides of zero. Therefore, the Aggregator signal stayed flat at the close.   

 

Based on the current list of active studies, expectations are set to remain slightly positive on 

Monday. This is thanks to the intermediate-term evidence, since the short-term active list is 

currently blank. Of course this could easily change based on new evidence that emerges. 

Meanwhile, the Differential Pivot will be 3133.51 on Monday. That is 1.9% below Friday’s close. 

Therefore, it will take a drop of at least 1.9% on Monday to see SPX flip from overbought to 

oversold vs expectations.  

 

The Aggregator is neutral. Evidence is light, and the market is strongly overbought. I do not view 

this as a compelling short-term setup. I’ll wait for a better reward/risk opportunity to emerge before 

looking to take on new index exposure. 

 

 



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

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 6/8 - slightly bullish 

Combo #1 Combo #2 Combo #3

Long Long Flat  
Above is the status of the different Combination Signals from the Quantifiable Edges Market 

Timing Course.  Signals are long-term in nature.  All 3 can be either flat or long.  None of them 

look to short.  More information on these signals can be found in the Quantifiable Edges Market 

Timing Course, which is included with all annual subscriptions.  Detailed descriptions of these 

combination approaches can be found in Lesson 8.  Subscribers may also download detailed 

hypothetical historical performance reports covering 12/31/71 – 3/7/14 in Lesson 11, Course 

Downloads.  (You must go through the course first in order to access the Downloads.)  This week 

there were no changes to the Combo system statuses.  

 

This last week was a very strong one for the indices. The SPX gained 4.9%, the NASDAQ rose 

3.4%, and the Russell 2000 rallied 8.1%. With all the indices now at 50-day highs, and up strongly 

over the last couple of months, the intermediate-term trend certainly appears up. 

 

The rally over the last couple of weeks has been much broader than we saw prior to that. This 

triggered a few interesting breadth studies that generally suggest a positive intermediate-term edge. 

The study below is copied from the Wednesday night letter. 

 

I thought I would note that the NYSE Up Issues % closed above 70% for exactly the 3rd day in a 

row on Wednesday. That triggered a study from the 4/30/20 letter, which I have copied below. 

(Not updated.) 

http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-4/combining-price-seasonality/
http://quantifiableedges.com/module-4/market-timing-course-downloads/
http://quantifiableedges.com/module-4/market-timing-course-downloads/
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This is already on the intermediate-term active list, so I am not adding it again. But what is so 

remarkable about the current instance is that it is the 4th time it has triggered in the last 50 days. 

Since 1967, it has happened 27 times, and 4 of those 27 were in the last 50 days. That is some 

pretty remarkable breadth. And as we can see, that has typically been a good thing for the 

intermediate-term. 

 

 

On Friday the NYSE Advance/Decline Line actually hit a new all-time high. Of course the SPX is 

still a good distance away from a new high. But I decided to look back at other times the A/D Line 

made a new high ahead of the SPX, and how the SPX performed following such a breadth 

breakout. Results can be seen below. 
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Results here are not overwhelming, but they are fairly solid when looking out 1-month (21 days) 

to 1-year (252 days). I would generally view this kind of breakout as a mild positive. 

 

Friday’s NYSE Up Volume % was especially strong, exceeding 90%. The study below is from the 

9/14/12 letter. It looks at other times SPX made a 50-day high with 90% Up Volume, and there 

had also been other recent 50-day highs. 
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Numbers here are solid, but the average move is generally fairly mild. The average moves have 

been substantially better when the 50-day high was a fresh breakout. This can be seen in the next 

study. 

 

 

 

The moves here were larger. Of course this is not the current setup. Still, the 90% Up Volume does 

appear to be encouraging. 

 

Of further note, the strong breadth over the last couple of weeks caused a Deemer Breakaway 

Momentum signal to trigger on Wednesday (and again on Friday). Walter Deemer 

(@WalterDeemer on Twitter) designed the signal many years ago. It looks for times the 10-day 

total advancers on the NYSE are greater than 1.97 times 10-day total NYSE decliners. Walter has 

noted that the signal did not work great in the 1930s, but since 1945 or so, it has been a strong 

indication of further upside over the next several months. Below are results, using Norgate Data, 

for 1930-present. I also note the averages from 1945 to present.  

 

https://twitter.com/WalterDeemer
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Looking out anywhere from 10 days to 252 days (1 year), results look bullish, especially as Walter 

noted, since 1945. But breadth thrusts most often occurring following a bottom. People typically 

look for these kind of signals to confirm new uptrends. So I wondered whether the Deemer 

Breakaway Momentum signal was perhaps less effective if the market was already making new 

intermediate-term highs. To test this, I required SPX make a 50-day closing high on the same day 

the signal occurred. Results are below. 
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While some of the gains are a little more muted, the 10-day to 1-year numbers continue to look 

impressive, although the sample size is a bit low. If you would like to learn more about these 

signals, you can check out Walter’s site.  

 

Overall, we are seeing many signals suggesting breadth is strong. And that it bullish. 

 

In Wednesday night’s letter we also saw a price momentum study with possible intermediate-term 

bullish implications. I have copied that study below. 

 

The recent rally has left the market short-term overbought by most measures. And short-term 

overbought often triggers some studies that suggest a downside edge. But when the overbought 

condition gets very strongly overbought, then those downside edges often disappear. And rather 

than strength leading to weakness the strength will beget more strength. The strong move higher 

over the last several days has turned the market so overbought that we are seeing this scenario 

begin to unfold. It is exemplified in the study below from the 9/13/19 Letter, which uses RSI(2). 

 

http://www.walterdeemer.com/bam.htm
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The numbers here are basically neutral for the first week or so. On a short-term basis there is no 

edge apparent. But once you get out 2-3 weeks, it appears the strength has re-asserted itself and 

the market is often higher. Below is a profit curve showing a 15-day holding period. 
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The upside edge has been apparent for a while and still appears to be intact. Obviously, this study 

does not help us with the short-term, but I have added it to the intermediate-term list. 

 

The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be 

found below. 
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The $25 billion increase this week is up from the negative number we saw last week, but is still 

dramatically lower than the $100 billion+ numbers we were seeing in April and a little bit in May. 

The Fed is continuing to pump, but the pressure has been dialed back a good amount. It will be 

interesting to see whether the market can still rally with the support reduced. Our SOMA/SPX 

chart is updated below. 

 

 



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

 

 

 

The SOMA is again new highs, having risen over $2 trillion in just the last 12 weeks. Massive QE 

stimulus in the past has always provided a huge boost for the market. And this is bigger than 

anything else ever seen. Of course, the battle the Fed is fighting now is different than any we have 

seen since Fed SOMA data has been available (2003). Having the Fed so dovish is a big positive 

for the market. It will be important to monitor whether their strongly dovish actions continue or 

whether we see a big reduction in QE as we have seen the last 2 weeks.  

 

Intermediate-term I have changed to slightly bullish. Breadth has been exceptionally strong. We 

have seen some compelling long-term evidence based on breadth thrusts in March, April, May, 

and now June. Price momentum as shown in the RSI2 study above is also suggesting a good chance 

at further upside over the next few weeks. And Fed pumping has certainly been a massive plus.  

But are a lot of wildcards out there that could quickly turn the market back to selloff mode. Possible 

reductions in Fed pumping is perhaps the largest. The economic recovery is a huge question mark 

as well. And COVID news could certainly swing things in either direction. There is concern about 

new COVID spikes accompanying the mass protests all across the nation and the world. China 

relations and possible trade wars could also lead to a quick drop. Lastly, summer seasonality is 

generally not good. So outright bullish seems aggressive at this point. I think it is unlikely that it 

is going to be continued smooth sailing without some storms arriving. I still anticipate 
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opportunities in both directions should continue to emerge. But for the time being I will be more 

conservative with taking on new short positions than I will longs. 

 

 

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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