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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

 

Tonight’s Research Points  

  

 

• Short-term chop has led to a lack of new short-term evidence. 

• Multiple studies, including Thursday’s Golden Cross formation are favoring the long side for 

the intermediate-term. 

• The Fed liquidity pump is still on high. 

• Liquidity and trend are trouncing COVID, economic, valuation, and election fears for the time 

being. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral and I am as well. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

   
 

 

The Evidence 

Friday saw the market rally. The SPX finished up 1.05%, the NASDAQ gained 0.7%, and the 

Russell 2000 rallied 1.7%. Breadth was positive as the NYSE Up Issues % was 76% and the Up 

Volume % came in at 83%. NYSE total volume declined some from Thursday’s level. 

 

It has been quite choppy the last few days. SPX on Friday reversed direction for the 4th day in a 

row. The move on Friday did manage to have the SPX close at its highest level since the huge drop 

on June 11th. But chop like we have seen the last few days rarely generates compelling directional 

studies. And this seems to be the case right now. Below I looked at other similar instances where 

the market chopped around the last several days and finished at a 20-day high. 

 

 
 

This is about as useless as it gets if you are trying to predict odds over the next few days. There 

are no short-term studies that made the active list today. 

 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

July  8, 2020 Up 5 < 50 high, then down 1 1-5 days Bullish 1.70% -1.00% -2.00%

Active - Long Term

July  9, 2020 Golden Cross int term Bullish

July  7 , 2020 5 up < 50-high. > 3% gain. 1-15 days Bullish 3.20% -1.80% -3.10%

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

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

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, tgt hit, or avg ddn + 1 std dev exceeded) 

July  2, 2020 NDX up > 1%. SOX dn. 1-6 days Bearish -3.15% 1.80% 3.90%
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I have updated the Aggregator chart below.   

 

 
 

Without any new short-term studies kicking in tonight, 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 dropped 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 turned flat at the close.   

 

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

could easily change if new bearish evidence emerges. Meanwhile, the Differential Pivot will be 

3172.28 on Monday. That is 0.4% below Friday’s close. Therefore, SPX will need to close down 

0.4% or more in order to flip from overbought to oversold on Monday. 

 

So the Aggregator is back to neutral. And this back and forth action is not doing anything to 

generate the kind of short-term edges that would help constitute a compelling setup. So I will 

continue to wait until a more compelling reward/risk setup emerges. 

 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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Intermediate-term Outlook (2 weeks – 2 months) – updated 7/13 – slightly bullish 

Combo #1 Combo #2 Combo #3

Long Long Long  
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 

with the Golden Cross formation triggering, Combo #3 turned from “flat” to “long”.  

 

The market put in a mixed week. The SPX rallied 1.8%, and the NASDAQ gained 4.0%, but the 

Russell 2000 declined 0.6%. SPX is at its highest level in nearly a month, and the NASDAQ is at 

all-time highs. So the trend certainly appears up at the moment, and we had a Golden Cross 

formation for the SPX this week that serves as some confirmation of the uptrend. (More about that 

shortly.) 

 

In Monday night’s letter I shared some studies suggesting bullish intermediate-term implications 

based on the 5-day rally the SPX had undergone at the time. I have copied that research below.  

 

There were a few studies that examined the strong move we have seen over the last several days. 

While many measures (including our own Differential tool) will consider the market short-term 

overbought at this point, that does NOT mean it is primed for an immediate pullback. The study 

below recognized the move higher over the last few days and suggested the momentum is likely to 

continue. It was from the 6/11/19 letter, and it looked at 5 up days that closed above the 200ma, 

but failed to close at a 50-day high. I have updated the results below. 

 

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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Though the 1st 4 days don’t show much of an edge, these results appear to suggest a pretty 

consistent upside tendency over the 1-3 week period. One thing that stands out about the current 

rally is that it has been quite powerful compared to most. Many of the 5-day moves in the study 

above occurred in low-volatility markets. So I decided to filter further to see how results appeared 

when the move was fairly strong. The current move has gained about 5.6%. To get a decent 

sampling I used a 3% threshold. 

 

 
 



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

 

Results here are even more impressive than in the larger sample. The consistency and the size of 

the moves over the next 1-3 weeks is considerable. Below is a look at the 15-day profit curve. 

 

 
 

That is a nice move from lower left to upper left. I have included this study on the intermediate-

term active list. 

 

In Wednesday night’s letter I discussed the Golden Cross formation. I have copied that discussion 

below. 

 

Of possible significance for the longer term is the fact that SPX will post a Golden Cross on 

Thursday afternoon. A Golden Cross occurs when the 50ma crosses over the 200ma. Having the 

50ma above the 200ma is commonly considered a bullish market condition – and generally it is. I 

covered Golden Crosses in detail in the Quantifiable Edges Market Timing Course (Lesson 2). In 

the 4/2/19 letter I looked at SPX Golden Crosses dating all the way back to 12/31/1928. I have 

updated that research tonight. 
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Below is the full list of all SPX Golden Crosses since 12/31/1928. 
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The most recent Golden Cross formation got slammed by the March COVID crash. But since the 

1961 trigger, the Golden Cross has generally served as a fairly good timing device to sidestep 

large portions of bear markets.  Prior to that it was not nearly as effective. This can be seen in the 

drawdown chart below.  

 

 

 

While drawdowns have been mostly fairly moderate since the mid-50s, prior to that there were 

some very large drawdown to endure. Of course, the 2020 drawdown is the biggest since 1940 – 

and we still have a good ways to go for the system to dig out of it.  Despite some fairly sizable 

drawdowns, the Golden Cross would have beaten “Buy and Hold” handily.  It is a bullish long-

term trend indication.  But it is not a bulletproof long signal.   

 

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 growth in the SOMA is back on track, as it increased by over $18 billion this past week. We 

have seen oscillations in the past few weeks, which appear to be calendar-induced. But the bottom 

line is that the Fed is continuing to support the market with very high liquidity. The increase in the 

SOMA over the last few months is larger than has ever been seen before. Below is an updated 

SOMA/SPX chart from 2008 – present. 

 



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

 

 

 

The SOMA is still in the midst of the largest expansion in history, and indications from the Fed 

are that expansion is not likely to end anytime soon. I believe they will remain aggressive in their 

efforts to stimulate the economy. And that is good for the market for as long as it lasts.  

 

So trend indicators and massive liquidity are supporting the market rally for the time being. And 

there seems to be little point in fighting the trend. So I have moved my outlook back to slightly 

bullish. That means I will more easily look to take long trades, and will be extra cautious about 

taking short trades. I do not expect I will get aggressively bullish anytime soon. Market valuations 

are very high, the economy is terrible, and COVID-19 news has been getting progressively worse 

in the US. Those things will matter at some point. They just aren’t mattering right now. Trade 

wars, social unrest, and an upcoming election could all roil markets as well.  The NASDAQ has 

been the clear leader, and this has been the case for a very extended period of time (since October). 

A faltering NASDAQ could be a sign that more damage is on the way. So I will be keeping a close 

eye on that as well. But as I said, for now, I’ll approach my trades with a slightly bullish 

intermediate-term bias. 
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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 

None. 
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http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/

