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Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

 

Tonight’s Research Points  

  

• Friday’s action suggests possible high volatility over the next few days. 

• Strong moves up through the 200ma have often been punished the next day in recent years. 

• A 5%+ down day followed by a 1%+ up day has generally led to more selling over the next 

1-2 days. 

• Breadth saw a rapid deterioration this past week, and that could be a bad sign. 

• The Fed has been pumping at a greatly reduced rate over the last 3 weeks. 

 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral, and so am I. Risks appear high, and direction uncertain.  
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Summary of Recent Active Studies (see Letters from listed dates for details) 

   
 

 

The Evidence 

Friday saw some wild back and forth. A big gap up turned negative and then the market rallied 

late to finish strong. The SPX closed up 1.3%, the NASDAQ rose 1.0%, and the Russell 2000 

gained 2.3%. Breadth was strongly positive as the NYSE Up Issues % was 76% and the Up 

Volume % came in just barely under 90%. NYSE total volume came in at the lightest level of the 

week. 

 

Thursday night it looked like there was a strong chance of a bounce on Friday, but visibility beyond 

that was not great. We got the bounce (though not in a traditional way). But I’m not sure visibility 

improved much beyond the next day or two. Volatility is certainly back. And price action has very 

few comparisons. 

 

For instance, SPY closed up over 1% on Friday, but still 1% below the open. That has only 

happened 1 other time – Sep 19th, 2008. The market completely crumbled in the following days 

and weeks, but with a sample size of 1, that really does not mean anything.  

 

It is also unusual that such a large opening gap (+2.54%) filled, and then SPY still managed to 

close positive at all. This can be seen in the study below. 

 

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

June 15, 2020 5% drop then 1% up 1-2 day s Bearish

June 15, 2020 1% up through 200ma 1 day Bearish

Active - Long Term

June 15, 2020 Anti-Zweig Breadth Collapse 1-21  day s Bearish

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

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

April 30, 2020 3 7 0% Up Issues Day s 1-85 day s 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 12, 2020 5% drop for SPX 1 day Bullish

June 12, 2020 VIX 35% abive 10m a and > 30 1 day Bullish
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Four instances closed higher, and 6 closed lower over the next 2 days. So there does not appear to 

be a strong directional bias. But the takeaway is that the volatility did not just disappear. At the 

bottom you’ll see I circled stats looking at avg “run-up + 1 standard deviation” and avg drawdown 

– 1 std deviation”. What those mean is that it would not be unusual to see the market rise as much 

as 6% or decline as much as 9% over the next couple of days. That is a huge spread for a 2-day 

time span. It speaks to the potential risk of being wrong. 

 

There was one Quantifinder study that was somewhat compelling. It was last seen recently in the 

5/28/20 letter. It looked at strong moves up through the well-watched 200ma, which SPX had just 

crossed below on Thursday. I have updated it below. 

 

 



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

 

 

 
 

The move from upper left to lower right is impressive and so are the stats. This would suggest a 

bearish tendency for the day after such a strong move through the 200ma. 

 

Of course the big moves the last few days suggest to me that chop could be coming back as well. 

So that is worth keeping an eye on. Chop is basically the result of overreactions in both directions 

as emotions and uncertainty run high. And we saw that with the big moves and reversals the last 

couple of days. I decided to take a look back at other times SPX followed a 5%+ drop with a 1%+ 

gain. I found the next couple of days often saw another swing lower.  This can be seen in the results 

table below. 
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The 1-2 day results are fairly bearish. The size of the moves are impressive. Below is a list of all 

the instances along with their 1-day returns. 
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The reason I showed the 1-day results here instead of the 2-day is that I wanted to point out the 

action in the last 5 instances. Not only did they all close down, but they all gapped down and never 

filled during the day. This is seen with the fact that none of them showed any run-up. Volatility is 

back. And there is not much I see yet with implications beyond a day or two. But the next day or 

two could certainly see some selling. 

 

I have updated the Aggregator chart below.   

 

 
 

 

With today’s evidence considered, the green Aggregator line dove below zero.  Negative readings 

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

Line is still far above 0. The positive Differential Line reading means SPX is oversold versus 

recent expectations. So expectations are negative but SPX is strongly oversold.  This is considered 

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

above zero. Therefore, the Aggregator signal turned flat at the close.   

 

Based on the current list of active studies, expectations are set to remain negative on Monday. This 

could easily change if compelling new bullish evidence emerges. Meanwhile, the Differential 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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Pivot will be 3190.25 on Friday. That is a very large 4.9% above Friday’s close. Therefore, SPX 

will need to close up at least 4.9% in order to flip from overbought to oversold vs recent 

expectations on Monday. A move that large is unlikely. A more likely scenario for working off the 

oversold condition would be a multi-day rally or consolidation. 

 

So the Aggregator is neutral. And with volatility spiking, risk has now increased. I have a small 

long index position that I took at the close on Thursday. Looks like it is time to get out of that and 

wait for the next favorable setup to emerge. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 6/15 - neutral 

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 tough one for the market. The SPX declined 4.8%, the NASDAQ dropped 

2.3%, and the Russell 2000 rumbled 7.9%. So they are now all well below the 50-day highs they 

were at on Monday afternoon. The intermediate-term trend is not 100% clear, but we have more 

indicators still pointing up than down. 

 

Last weekend I discussed in much detail the broad buying that was occurring, and triggering many 

breadth thrust signals. This past week we saw a huge breadth reversal with broad selling on 

Tuesday, Wednesday, and Thursday. Some of the breadth thrust signals I follow use a 10-day 

average of either the NYSE Up Issue % or the Up Volume %. The Zweig Breadth Thrust, which 

is one of my favorites, looks at a 10-day exponential moving average of the Up Issue %. It looks 

for moves in the EMA from under 40% to over 61.5% in a 10-day period. The last time it triggered 

was in January of 2019, and I wrote a blog post about it at the time. 

 

In looking at the 10ema of the Up Issues %, it reached a high of 71% on Monday and then dropped 

to 46% on Thursday. That is a sizable decline from a high level. I first thought I would look at 

other instances that had large declines after reaching a level of at least 70%. Unfortunately, 

Monday was the 1st time the 10-ema of the Up Issues % had reached 70% since 1940. So I decided 

I would loosen the criteria some and came up with kind of an anti-Zweig thrust. Below is the study 

as I created it. 

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/
https://quantifiableedges.com/rare-zweig-thrust-signal-suggests-bullish-implications/
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A few things to note in these results. First, the next 2-4 weeks have generally struggled. Second, 

only 3 of the 19 instances have occurred after 1945. Overall, the awful breadth we saw this past 

week appears to be a bit of warning. I don’t find it to be an overwhelming short signal, nor do I 

think it completely invalidates the recent breadth thrust signals we saw. But even just rarity of such 

a strong flip is alarming. Like we saw with some of the short-term studies, recent action is 

remarkable, and that can increase risk.   

 

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 SOMA rose by $16.3 billion this past week. That is quite low for a week during this latest 

round of QE. The Fed is continuing to pump, but the pressure has been dialed back a good amount 

over the last few weeks from where it was in April. It will be interesting to see whether the market 

can still rally with the support reduced. Our SOMA/SPX chart is updated below. 
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The SOMA is again new highs, having risen over $2 trillion in just the last 13 weeks. In their 

statement on Wednesday the Fed indicated they intended to continue supply massive amounts of 

liquidity “at least at the current pace”. Strong QE stimulus in the past has always provided a huge 

boost for the market. And the recent SOMA expansion was the largest on record, helping pull the 

market up out of the March crash. But the last 3 weeks, the SOMA has expanded by an average of 

$11 billion/week. In the 10 weeks prior to that it rose an average of over $200 billion/week. I think 

the $200 billion weeks are probably over. It will be interesting to see where the “current pace” 

settles and whether that will be enough to support a rising market environment.  

 

Intermediate-term I am back to neutral. Bulls saw some compelling breadth thrusts the last few 

months, but the anti-Zweig signal this past week casts some doubt. The Fed still appears to be a 

strong positive, but the liquidity has certainly been dialed back the last 3 weeks. There is a bit more 

bullish than bearish, but there is now enough doubt that I don’t necessarily want to trade with a 

bullish bias. And there remain a lot of wildcards out there that could quickly turn the market back 

to selloff mode. This includes COVID, China relations, economic and re-opening news, and more. 

Lastly, summer seasonality is generally not good. I may go back to slightly bullish as early as next 

week if breadth does not continue to fall apart, but for now I’ll be as cautious about new longs as 

I am new shorts. 
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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 

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

SPY(1/4) 6/11/2020 $300.61 $304.21 1.20% see note below  
 

I will look to exit my SPY position based on the short-term outlook above. I will place a limit 

order below Friday’s closing price to increase my odds of getting filled if there is an unfilled gap 

down. I will not use an outright market order, since we are in such a choppy environment. Traders 

can adjust their exit parameters during the day, but that is difficult to do in letter form, so I will 

simply say: Sell SPY @ $301.21 LIMIT, which is $3.00, or about 1%, below Friday’s close. 
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