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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 0  
 

 

Tonight’s Research Points  

   

 

• The 3-day pullback is showing mixed indications depending on how you view it. 

• Opex Friday has often seen bearish intraday returns, especially for the NASDAQ 100. 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish, but the setup is less than ideal, and may be short-lived unless more 

bullish evidence emerges on Friday.  
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Summary of Recent Active Studies (see Letters from listed dates for details) 

 
 

 

The Evidence 

The indices all sold off on Thursday, but they finished well off their lows of the day. The SPX 

closed down 0.4%, the NASDAQ lost 0.7%, and the Russell 2000 declined 1.7%. Breadth was 

negative with the NYSE Up Issues % coming in at 32% and the Up Volume % at 23%. NYSE 

total volume declined some from Wednesday’s level. 

 

Three-day pullbacks during uptrends will often generate bullish evidence. And this was the 1st 3-

day pullback for SPX since mid-December. Interestingly, the evidence that has emerged from the 

pullback is mixed. The study below is one for the bulls. It looks at pullbacks from 50-day highs 

that don’t actually pull back all that much. 

 

 
 

The numbers lean to the long side over the first few days. Below is a look at a 3-day profit curve. 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

February  19, 2021 SPX dn 3. Last 2 close top 30% rng 1-5 days Bearish -1.85% 1.00% 1.60%

February  19, 2021 3dn from 50-high. Close > 10ma 1-3 days Bullish 1.05% -0.70% -1.50%

February  18, 2021 SPX down 2 from 50-hi < 0.25% 1-2 days Bullish

Active - Long Term

February  10, 2021 5 up to 50-high then down 1 1-10 days Bullish 1.90% -1.00% -2.20%

February  8, 2021 SPX 50-day  %b crosses over 100 1-50 days Bullish 4.90% -4.40% -8.90%

December 10, 2020 SPX 20 intra-high. NDX biggest dn 20 1-50 days Bullish 6.20% -2.80% -5.40%

November 23, 2020 NASDAQ Leading int term Bullish

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

July  9, 2020 Golden Cross int term Bullish

March 23, 2020 QE4 int term Bullish
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While a bit choppy, it has been a persistent move higher with the green arrow heading from lower 

left to upper right. I have included this study on the Active List tonight. 

 

But one thing I found unusual about this pullback is that SPX has closed high within its intraday 

range both of the last two days. Wednesday it closed in the 93rd percentile and Thursday in the 78th 

percentile. I looked back at other times in which a 3+ day pullback finished high in its range on 

the last two days. The table below requires closes in the top 25% of the intraday range. 
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Other than Day 1, the table numbers are quite poor. Five days later all 5 instances were lower, and 

by an average of more than 1%. Of course that is just 5 measly instances. I loosened the 

requirement to 70% to see if I could get a few more instances. 

 

 
 

Instances are still lower than I would like, but early returns suggest perhaps a bearish inclination 

over the next week. Below is the list of all 8 instances and their 5-day returns. 

 

 
 

 

I did include this study on the Active List tonight, though it was a borderline decision since the 

instances were low. 
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It is also notable that Friday is options expiration. Options expiration has long been a day that has 

seen weakness after the opening bell (and strength before it). Below is a study showing results of 

purchasing 10 ES contracts (which is the mini-futures contract for the S&P 500) at the open and 

then exiting at different times during the day. The tables and charts are not updated from last 

month’s 1/15/21 letter. 

 

 

 

As you can see, the bearish implications primarily play themselves out by early afternoon. (1000 

= 10am EST, 1200 = noon EST, 1400 = 2pm EST, etc.) The largest downside totals would have 

been achieved by exiting at 2pm. Below is a look at a profit curve for the 1st half-hour. 
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The strong move from upper left to lower right supports the bearish case. Next is the 2pm exit. 
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This is also impressive. 

 

NQ (the NASDAQ 100 future) has seen an even stronger tendency to sell off. This can be seen in 

the table and profit curves below. 

 

 



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

 

 

 

 

 

 



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

 

 

 

The bearish edge appears alive and well here. So traders may want to remain aware of this during 

the day on Friday. 

 

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 evidence 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 moved above 0. The positive Differential Line reading means that 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 active studies, expectations are set to flip to negative on Friday. Of course 

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

will be 3936.48 on Friday. That is 0.6% above Thursday’s close. Therefore, SPX will need to close 

up 0.6% on Friday in order to flip from oversold to overbought vs recent expectations. 

 

So the Aggregator is bullish. Unfortunately, it is not yet looking like a great signal. We could see 

some pressure in the morning based on opex seasonality.  And the positive expectations will turn 

negative at the close unless more bullish evidence emerges on Friday. Traders could consider a 

quick trade here. I’ll give it another day to see if any additional evidence emerges. I’m not ready 

just yet to commit to an index position with evidence currently looking uncertain.  
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Intermediate-term Outlook (2 weeks – 2 months) – updated 2/16 – somewhat bullish 

The intermediate-term outlook was last updated in the 2/16/21 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 

 

Open Catapult 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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