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Signals Overview 

Aggregator CBI Reading

Short 1  
 

 

Tonight’s Research Points  

    

• When the VIX moves from 10% above the 10ma to 10% below the 10ma in less than 

a week it has been typically been followed by gains.  

• While the market bounced nicely, volume failed to confirm the move up. That could 

mean trouble. 

 
 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator has turned bearish. SPX is overbought, and expectations are suddenly lower. 

There appears to be a moderate downside edge. 
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Summary of Recent Active Studies (see Letters from listed dates for details)   

   
 

 

The Evidence 

Last night I mentioned we could soon see a panicked short-covering rally, and that certainly 

seemed to happen on Tuesday. The SPX rose 2.1%, the NASDAQ gained 3.0%, and the Russell 

2000 rallied 2.3%. Breadth was strong with the NYSE Up Issues % coming in at 79% and the Up 

Volume % at 86%. But NYSE total volume declined for the 5th day in a row. 

 

There were a couple of studies that emerged that seemed worth discussion. This first one considers 

the sharp drop in the VIX over the last couple of days after a sharp rise just prior to that. It was 

last seen in the 9/24/21 subscriber letter. The results are updated. 

 

 
 

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

December 8, 2021 NASDAQ up 3% on 5-low volume 1-5 day s Bearish -5.50% 1.70% 3.30%

December 8, 2021 VIX 10% above 10ma to 10% below 1wk 1-8 day s Bullish 2.00% -1.20% -2.60%

December 1 , 2021 1.5% drop 2 day s in 5 above 200ma 1-5 day s Bullish 3.70% -1.90% -4.40%

November 29, 2021 1st 10-low in 30+ day s 1-8 day s Bullish 3.00% -2.10% -4.40%

Active - Long Term

November 22, 2021 Hindenburg Omen Cluster 1-35 day s Bearish -6.90% 3.20% 5.80%

November 8, 2021 QE4 tapering int term Bullish but Weakening

November 4, 2021 SPX 50-day  %b > 100 1-50 day s Bullish

November 1 , 2021 Best 6 Months 1-6 months Bullish

July  9, 2020 Golden Cross int term Bullish

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

November 29, 2021 Sy stem 1100524 1-7  day s Bullish 2.40% -1.60% -3.40%

Decem ber 3, 2021 Higher Hi down. Lower low up. < 10m a1-5 days Bullish 1.90% -1.20% -2.40%

Decem ber 2, 2021 SPY gaps up reverses dn to 10-low 1-5 days Bullish

Decem ber 6, 2021 4 lower lows & 20-day low > 200m a1-7 days Bullish 2.10% -1.50% -3.00%

Decem ber 7, 2021 20-Low then 3 closes inside 20-low day1-5 days Bullish 2.10% -1.30% -2.70%
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The market condition that would typically accompany such VIX movement is one where you see 

SPX post a strong rebound from a sharp decline during a long-term uptrend. That is a pretty good 

description of the current setup. Results over the first 2-3 days are not terribly consistent, but once 

you get out beyond that the bounce becomes more reliable and more powerful. Below I have 

provided the profit curve assuming an 8-day holding period. 

 

 
 

This curve struggled for some time in the middle of the chart, but it recovered nicely and has 

persisted higher. I have included this study on the Active List tonight. I will also note that the 

strong bounce the last couple of days has caused a few of the studies from previous nights to reach 

their typical upside, so they have been removed a little early. 

 

So the price action was strong and the breadth was strong. The NASDAQ volume on the other 

hand was exceptionally weak.  The following study is an old one that I last featured in the 5/11/10 

letter.  I have updated the stats. 
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Results here appear strongly bearish. Below is a look at the 5-day profit curve. 

 

 

 

That is quite the decline. I also decided to list all the instances, since the results appear so powerful. 
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That is a lot of big red. One thing I noted when looking at these dates is that many of them occurred 

during some sizable market declined (2000, 2002, 2011, 2020, etc). So I thought perhaps it was 

something that only might have played out in bear markets. Therefore, I added the 200ma as a 

filter to see what’s occurred when the setup as triggered during uptrends. Of course this cut down 

the list quite a bit. But here it is: 

 

  

 

Amazingly, the uptrend filter did not seem to help results at all. This setup often seemed to be a 

prelude to a massive decline. Four of the seven instances saw a drawdown over 8% in the next 5 

days. I have highlighted those instances. 

 

I also ran these results on the S&P 500, based off the Nasdaq signal. 
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Here too you see there is solid evidence of a downside edge. Hiding out in the SPX has not been 

possible when the NASDAQ was tanking this way. 

 

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 dropped below zero. Negative 

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

Differential Line remained below zero. The negative Differential Line reading means that SPX is 

overbought versus recent expectations. So expectations are negative and SPX is overbought.  This 

is considered a bearish configuration. Bearish configurations are visible on the chart whenever 

both lines close below zero. Therefore, the Aggregator formation turned short at the close.  

 

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

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

will be 4579.36 on Wednesday. That is 2.3% below Tuesday’s close. So SPX would need to close 

down over 2.3% on Wednesday in order to flip from overbought to oversold. That’s certainly 

possible, though more likely it will take a few days to work over the overbought condition.  

 

So the Aggregator is bearish for the 1st time in a while. I am not inclined to jump into a short 

position just yet. I’d prefer to see a little more evidence confirm the downside edge. Especially 

since we are faced with a mix of bullish and bearish studies at the moment. I did exit the rest of 

my SPY position at the close on Tuesday. So I’ll sit out Wednesday and see what new evidence 

emerges before considering a new index position. 

 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 12/6 – neutral 

The intermediate-term outlook was last updated in the 12/6/21 Letter.  It can be found in the most 

recent weekly letter on the website. 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

Open Catapult Triggers 

BIIB – 1/3 @ $223.92 (bought @ limit) 

 

Broad Market Large Cap CBI – 1(BIIB) 

 

 

 

 

 

 

 

 

http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/subscribers/video/p/id/18
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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
SPY(1/4) 11/30/2021 $455.56 $468.28 2.79% sold on close

DIS(1/3) 12/1/2021 $144.90 $151.84 4.79% sold on open

SPG(1/3) 12/1/2021 $152.84 $156.25 2.23% sell on open

BIIB(1/3) 12/6/2021 $223.20 $226.83 1.63% Catapult
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