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Signals Overview 

Aggregator CBI Reading

Flat 3  
 

 

Tonight’s Research Points  

    

• The high SPX, low VIX and low volume seen on Friday are a combination that has often 

led to a dip the next day. 

• Friday’s big move up after SPX has already been streaking higher suggests strong 

momentum could carry further the next few days. 

• DJI moving from a 50-day low to a 50-day high in 10 days is rare, and has generally seen 

upside follow through in the following days and weeks. 

• The McClellan Oscillator has remained below zero despite SPX hitting new high. That is 

potentially bearish for both the short and intermediate-term. 

• The SOMA declined this past week, but that is just a calendar quirk. The strong Fed buying 

should continue this week. 
  

 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral. Me too. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

  
 

 

The Evidence 

Friday saw mixed action. The SPX finished up 0.75%, the NASDAQ rose 0.8%, and the Russell 

2000 declined 1.0%. Breadth was mixed with the NYSE Up Issues % coming in at 51% and the 

Up Volume % at 47%. NYSE total volume declined some from Thursday’s level. 

 

Some notables about Friday are that 1) SPX closed at a long-term high, 2) VIX closed at an 

intermediate-term low, and 3) NYSE volume was light. Low volume and a low VIX can both be 

potential signs of complacency and suggest a short-term pullback. This triggered the study below, 

which was last seen recently in the 6/14/21 letter.  

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

July  6, 2021 SPX 20-hi VIX 20-lo Volume 10-lo 1  day Bearish

July  6, 2021 SPX 200 hi. Mc Osc < 0 12 day s in row 1-3 day s Bearish -1.90% 0.70% 1.50%

July  6, 2021 SPX 6+ to 50 high. Today  biggest gain 1-4 day s Bullish 1.60% 0.45% 0.90%

July  6, 2021 DJI 50-low to 50-hi in 10 day s 1-5 day s Bullish

July  1 , 2021 Close month at high of month. 1-5 day s Bullish 1.65% -1.20% -2.40%

June 29, 2021 NY SE Up Vol < 40% with SPX up. 1-7  day s Bullish 1.80% -1.10% -2.20%

Active - Long Term

July  6, 2021 SPX 200 hi. Mc Osc < 0 12 day s in row 1-45 day s Bearish -6.50% 2.45% 4.50%

July  2, 2021 SPX RSI2 > 99 1-15 day s Bullish 2.30% -1.50% -3.00%

June 28, 2021 SPX 50-day  %b crosses over 100 1-50 day s Bullish 4.90% -4.40% -8.80%

June 14, 2021 NASDAQ leading int term Bullish

May  3, 2021 Worst 6 Months 1-6 months Bearish

April 22, 2021 % of SPX stocks > 100ma exceeds 94% int term Bullish

July  9, 2020 Golden Cross int term Bullish

March 23, 2020 QE4 int term Bullish

Dropped Tonight (expired, tgt hit, or avg ddn + 1 std dev exceeded) 

July  2, 2021 Employ ment day s bullish recently 1  day Bullish
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Beyond day 1 there did not appear to be a substantial edge. But the odds and curve for the 1-day 

hold suggest a downside edge. I have included this study on the Active List tonight. 

 

But I saw some bullish evidence as well. Friday marked the 7th higher close for the SPX. It was 

also the strongest move up of any of the 7 days. Strong thrusts after the market is already extended 

are unusual. This is something that I examined back in the 10/23/17 letter. I have updated that 

study below. 
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Those are some very impressive numbers. It strongly suggests that a market as strong as the current 

one will often see it momentum continue a bit further. Below is a look at the equity curve. 

 

 

 

The last instance was one of the 2 failures looking out 4 days. But the overall persistent move 

higher is quite impressive. I like this study and have included it on the active list today. 

 

While the SPX and NASDAQ closed at all-time highs, the Dow fell a bit short. But it did close at 

a 50-day high.  And just 10 days ago it closed at a 50-day low. That is quite an accomplishment. 

In the 11/10/16 letter I looked at other times the Dow managed to move from a 50-day closing low 

to a 50-day closing high within 10 days.  Below is an updated results table. 
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The Dow has generally seen the upward momentum continue. Those are some impressive gains 

over the first 1-5 days, and even out through 20 days. 

 

While momentum is strong for the Dow, NASDAQ and SPX, the struggle of the Russell 2000 is 

a little bit concerning. It has led to poor breadth numbers over the last few weeks. Thursday night 

we saw SPX hit a new high, while the McClellan Oscillator remained below zero for the 12th day 

in a row. This brought about the study below, which I failed to notice Thursday night, but have 

updated this weekend. 
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Numbers here appear bearish, not just over the next few days, but over the intermediate-term as 

well. Below you will find both the 3-day and 45-day profit curves. 
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The curves are shaped a bit differently, but the moves have both gone from upper left to lower 

right. They support the idea of a downside edge. I have added this to the short-term and 

intermediate-term active lists. 

 

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 well above zero.  Positive 

readings mean net expectations are for upside over the next few days.  Meanwhile the black 

Differential Line dropped further below 0 than it has been in a long time. The negative Differential 

Line reading means that SPX is strongly overbought versus recent expectations. So expectations 

are positive but SPX is quite 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 stayed flat at the close.  

 

Based on the current list of active studies, expectations are slated to remain bullish on Tuesday. 

This possibly could change if compelling new bearish evidence emerges. Meanwhile, the 

Differential Pivot will be 4304.44 on Tuesday. That is 1.1% below Friday’s close. So SPX will 

need to close down at least 1.1% in order to flip from overbought to oversold vs expectations on 

Tuesday. 

 

So the Aggregator is neutral. Evidence is mixed, but the bullish evidence is more compelling. It 

appears there is a decent chance that the momentum could continue this upcoming week. 

Unfortunately, with the market so overbought, a low-risk, high-reward entry point is not what we 

have right now. If the market pulls back some in the next few days we could get that kind of entry. 

For now, I am not inclined to chase the market in search of a short-term gain. I’ll wait for a more 

favorable reward/risk setup to emerge. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 7/6 – somewhat bullish 

Combo #1 Combo #2 Combo #3

Flat 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 

there was no change to the combo systems.  

 

The major averages saw some split action this week. The SPX rose 1.7%, the NASDAQ gained 

1.9% and the Russell 2000 lost 1.2%. The SPX and NASDAQ both made new all-time highs this 

past week, so the long-term uptrend is currently in place. As I noted in the study earlier, the weak 

breadth could be an issue for the intermediate-term. But for now, it is hard to go against new highs. 

 

In Thursday night’s letter we saw the study below, which noted the short-term upside momentum 

could be a positive for the next few weeks. 

 

The recent rally has left the market short-term overbought by almost any measure. Short-term 

overbought often triggers some studies that suggest a downside edge, but when the overbought 

condition gets very strongly overbought, then those downside edges often disappear. And at some 

point, rather than strength leading to weakness the strength will beget more strength. The strong 

move higher over the last several days has turned the market so overbought that we are seeing the 

“strength begetting strength” scenario begin to unfold. It is exemplified in the study below from 

the 8/27/20 Letter, which uses RSI(2). 

 

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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The numbers here are basically neutral for the first week or so. On a short-term basis there is no 

edge apparent. But once you get out 2-3 weeks, it appears the strength has re-asserted itself and 

the market is often higher. Below is a profit curve showing a 13-day holding period. 
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The upside edge has been apparent for a while, and it still appears to be intact. Obviously, this 

study does not help us with the short-term, but I have added it to the intermediate-term list. 

 

The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be 

found below. 
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This past week saw the SOMA decline by about $15 billion. That sounds alarming when the Fed 

has been implementing Quantitative Easing, but it is really just a calendar quirk. The last week of 

every month for the last year-plus has seen the SOMA decline. We should start seeing increases 

in the SOMA again this upcoming week. Below is an updated SOMA/SPX chart from 2008 – 

present. 
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The SOMA is in the midst of the largest expansion in history, and the expansion is expected to 

continue for a while longer. That should continue to benefit the market. But the Fed is now starting 

to talk about when they will dial back the stimulus. That will first be in the form of reduced 

Quantitative Easing amounts. Then we could see a rise in short-term interest rates. It appears the 

QE taper could begin later this year and we might have a rise in interest rates at some point next 

year. These are aggressive estimates, as it may be even later than suggested. When the massive 

liquidity support is removed from the market, that would likely make it much more difficult for 

market advances. For now, the Fed is pumping at that is big positive for the SPX. 

 

Evidence is mixed but still seems to be leaning bullish. The trend is up, the market is at new highs, 

and momentum is favorable. The RSI(2) > 99 study is an example of this. The leading NASDAQ 

is also a positive. And the Fed’s continued pumping should remain a massive plus for the bulls for 

a while longer. Bears can point to the weak intermediate-term seasonality, and they can also look 

at today’s McClellan Oscillator study, which suggests a pullback is likely. Overall, I still give the 

bulls the edge for the time being. This means that I will remain more cautious with short-side 

trades than long trades.  
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Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

Open Catapult Triggers 

BIIB – 1/3 @ $349.16 (bought @ Limit) 

BIIB – 1/3 @ $347.93 (bought @ Limit) 

BIIB – 1/3 @ $340.27 (buy @ Limit) 

 

Broad Market Large Cap CBI – 3(BIIB-3) 

 

 

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

BIIB(1/3) 6/25/2021 $348.67 $348.72 0.01% Catapult

BIIB(1/3) 6/28/2021 $343.00 $348.72 1.67% Catapult

BIIB(1/3) 6/29/2021 $338.87 $348.72 2.91% Catapult  
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