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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

Tonight’s Research Points  

   

  

• The historically low Equity Put/Call readings suggest the market is susceptible to a 

pullback in the coming days. 

 

 

 

Short-term Outlook  

The Bottom Line  

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

  
 

 

The Evidence 

After a weak start, the market put in some solid gains on Tuesday. The SPX finished up 0.3%, the 

NASDAQ rose 0.5%, and the Russell 2000 rallied 1.4%. Breadth was positive with the NYSE Up 

Issues % coming in at 63% and the Up Volume % at 65%. NYSE total volume declined for the 6th 

day in a row. 

 

The market is quite overbought at this point. The NDX has now closed up 11 days in a row, which 

is the 3rd longest streak of all time. But we saw a few days ago that strongly overbought will often 

lead to more upside. And that is what we have gotten so far. The Quantifinder did not unveil 

anything compelling tonight. But I thought I would take another look at the CBOE Equity Put/Call 

Ratio that I discussed last Thursday night. Below is the chart I shared that looked at the 10ma of 

the Equity P/C vs the 200ma of the Equity P/C. 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

December 8, 2020 Unfill up to 20 high. Unfill down. 1-2 days Bearish

December 7 , 2020 NDX up 8 and 50-day  high 1-4 days Bullish

Active - Long Term

November 23, 2020 NASDAQ Leading int term Bullish

November 16, 2020 SPX 50-day  %b crosses over 100 1-50 days Bullish 4.90% -4.40% -8.90%

November 2, 2020 Best 6 Months 1-6 months Bullish

September 28, 2020 4 weeks down > 40-week ma 1-10 weeks Bullish 8.60% -3.10% -7.40%

July  9, 2020 Golden Cross int term Bullish

March 23, 2020 QE4 int term Bullish
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Dividing the 10ma by the 200ma normalizes the 10ma for better comparison over the long term. I 

noted that last Thursday’s reading was the 2nd lowest of all time. I also noted that several other 

readings down in this vicinity had been followed by pullbacks in the SPX. Since I posted the above 

chart, the 10/200ma has continued to fall, making the lowest levels ever. So I updated the chart, 

and also zoomed it in to just show the last year. This can be seen below. 
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We are at the lowest level ever, so there is no telling how low the indicator could go. But there 

have been several readings over the last year that have come somewhat close to the current reading. 

I have marked them with the red arrows on the chart. As you can see, every time the market has 

had a fairly substantial pullback in the near term. This suggests the market is susceptible to a 

similar pullback now. Obviously the timing is not exact. If it was, the indicator would not be at an 

all-time low, and the SPX would not be at an all-time high. There would have been a pullback 

several days ago. But it seems as though the historically low Equity P/C ratio should matter here 

at some point – perhaps very shortly. 

 

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 any new studies being added tonight, the green Aggregator Line remained just barely 

above zero.  Positive readings mean net expectations are for upside over the next few days.  

Meanwhile the black Differential Line held below 0. The negative Differential Line reading means 

that 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 active studies, expectations are set to remain very mildly positive on 

Wednesday. Of course this could easily change if new bearish evidence emerges. Meanwhile, the 

Differential Pivot will be inverted at 3705.00 on Wednesday. That less than  0.1% above Tuesday’s 

close. An inverted pivot means that a flat SPX close will cause the Differential Line to cross 

through zero In this case, SPX is going to need to close up about 3 points in order to remain 

“overbought” vs recent expectations. Anything less than that and it will be considered “oversold” 

as of Wednesday’s close. 

 

So the Aggregator is neutral. Evidence is light. SPX is primed to flip from overbought to oversold. 

If I had to pick a side here, I’d pick short. It seems a pullback is overdue. But a counter-trend trade 

without strong, quantified evidence and with an inverted pivot is generally not ideal. I’ll continue 

to wait for a more favorable reward/risk setup. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 12/7 – slightly bullish 

The intermediate-term outlook was last updated in the 12/7/20 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. 

 

 

Current Open Trade Ideas 

None. 
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