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Signals Overview 

Aggregator CBI Reading

Long 0  
 

 

 

Tonight’s Research Points  

  

• Coming from an intermediate-term high, an unfilled gap down after an unfilled gap up 

appears to be somewhat bearish. 

• Big down days bounce more reliably if the follow a short-term low than if the originate 

after a short-term high. 

• The VIX spike suggests a 1-day bounce. 

• The 1st close below the 10ma after 25+ days above it is often buyable. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator bullish. While the selling could have further to go, I believe the upside edge is 

strong enough that I will look to start building a long index position. 
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The Evidence 

Big selling Thursday. The SPX lost 3.5%, the NASDAQ tumbled 5.0%, and the Russell 2000 fell 

3.0%. Breadth was negative as the NYSE Up Issues % was 20% and the Up Volume % came in at 

26%. NYSE total volume rose from Wednesday’s level. 

 

The “wonky” action I discussed last night had me concerned, but I did not think it would result in 

the largest ever drops from an all-time high the very next day. But that is what happened. Now if 

you use the S&P 90 predecessor index when looking back, you’ll see that on 9/26/55 there was a 

6.6% decline from an all-time high. And on 11/15/91 the SPX decline 3.9% after making an all-

time intraday high on 11/14/91, but closing down slightly on day and just missing an all-time high 

close. For the NDX (-5.23%) it was the 2nd largest decline from a 1-year high, trailing only 

1/4/2000 (-6.45%). On 6/11/20 the NDX did close down 5.01%, which was the only other drop 

greater than 5%. 

 

Big down days can be signs of a washout. But that is much less likely when the big selloff 

originates from a high are than it does from a low are. This is something I have discussed numerous 

times in the past. Additionally, it generally helps if there is not a sizable move of the intraday low 

on these big downs days. Thursday did not bounce greatly from the low before the close, but it did 

originate from a high. The studies below are from 8/6/19 and 11/10/11 letters. They demonstrate 

the impact of strong selling from a high vs a low. Stats are all updated. 
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With the 2nd of these studies triggering on Thursday, the pattern does not appear bullish like it 

would if the selling came right after a 5-day low. 

 

Another study appeared that suggested the action the last couple of days could lead to more selling. 

This study considers SPY performance after posting an unfilled gap down from a high level 

immediately after an unfilled gap up. It was last shown in the 7/17/20 Subscriber Letter. Below 

are updated results. 

 

 
 

The numbers here appear to suggest a downside edge. Let’s also take a look at a profit curve. 
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While the curve is a little choppy, it has persisted downwards. We have tracked this study for a 

while, and the edge has seen an acceleration to the downside in recent instances. This all suggests 

we could see further selling over the next few days. I added this to the Active List tonight. 

 

But not everything was bearish. Also notable was the action in the VIX, which rose 26.5% on 

Thursday. An interesting study from the Quantifinder was from the 8/5/11 letter. It notes not only 

that the VIX is relatively stretched on a short-term basis, but that the VIX reading is also somewhat 

high on an absolute basis. Over the years I have found that short-term stretches are not as impactful 

when the stretch is coming from a very low level. This is the reason the VIX > 30 is also included 

as a filter.  Results are updated. 
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Instances are a little lower than I’d prefer, but the stats are very strong, and the curve is fairly 

smooth. The average performance the day after the setup has been a 3% gain. That is a huge 

average for just a 1-day trade.  

 

The persistent uptrend of late has kept SPX above its short-term moving averages for an extended 

period. Tuesday, after 26 consecutive closes above the 10ma, SPX sliced down and closed below 

it. In the 4/6/16 letter I looked at performance following other instances where SPX closed below 

its 10ma for the first time over 25 days. Results are updated below. 
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The numbers here all look solidly bullish. Below is a look at the 4-day profit curve. 

 

 

 

We have seen a little bit of a fade lately, but this study still appears to be worth consideration. 

 

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 mix of studies 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 above 0. The positive Differential Line reading means SPX is oversold 

versus recent expectations. So expectations are positive and SPX is oversold.  This is considered 

a bullish configuration. Bullish configurations are visible on the chart whenever both lines close 

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

 

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

course, this could change if compelling new bearish evidence emerges. Meanwhile, the 

Differential Pivot will be 3537.35 on Friday. That is a whopping 2.4% above Thursday’s close. 

Therefore, SPX would need to a very large 2.4% on Friday in order to flip from oversold to 

overbought vs recent expectations. 

 

So the Aggregator is bullish. And evidence is leaning positive, though it is mixed. The fact that 

we sold off so strongly from a top, and with an unfilled gap down, could mean more selling in the 

coming days. The market can do anything, and the record drop from all-time highs is just another 

example of that. Employment numbers are set to be released on Friday morning at 8:30am, and 

they are capable of generating a sizable reaction. So that is another wildcard to consider. But I do 

think there is a bit of an upside edge here. So I will look to take on a partial index position on 

Friday if I can get a favorable entry price either at the open or the close. (I am not interested in 
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buying into a selloff mid-day if that occurs after decent start to the day.) If the selling worsens on 

Friday, then I will likely continue to scale in after the weekend. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 8/31 – slightly bullish 

 

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. 

 

SPY – Buy ¼ index position @ $342.00 LIMIT ON OPEN. If not filled at the open, I will 

cancel my order and look to instead buy @ $342.00 LIMIT ON CLOSE. Based on the short-

term outlook above, I a looking to start building a long index position. 

  

 

 

Current Open Trade Ideas 

None 
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