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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 10  
 

 

Tonight’s Research Points  

       

• The CBI reached 10, which suggests a good chance of s short and intermediate-term bounce. 

• The NASDAQ entered a Death Cross formation on Friday, but that has not been a reliable 

indication of anything. 

• The Fed, inflation worries, and geopolitical tensions continue to generate volatility.  

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish. There is some evidence of a bounce, and the market is clearly short-

term oversold. So I expect to see some upside in the next few days, and I may start positioning to 

take advantage of it. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

    
 

 

The Evidence 

Friday saw choppy action and another down close. The SPX lost 0.7%, the NASDAQ declined 

1.2%, and the Russell 2000 dropped 0.9%. Breadth was negative with the NYSE Up Issues % 

coming in at 38% and the Up Volume % at 31%. NYSE total volume spiked higher as it typically 

does on opex Friday. 

 

The action did not trigger a lot of new studies, but it did cause the Quantifiable Edges Capitualtive 

Breadth Index (CBI) to reach 10. For the last 15 years or so I have considered 10 to be a kind of 

trigger level that suggests there is enough oversold capitulation that a rebound is highly likely in 

the coming days (and often weeks). I’ve broken it down a number of ways over the years. Of 

course 10 is not magic. It does not always mean a large immediate rally. But aside from the COVID 

Crash in 2020, it really has been a very strong indicator. The study below looks at other times the 

CBI reached 10 with the SPX already below its 200ma. In other words, a downtrend is established, 

and we are seeing signs that the move lower is overdone in a number of stocks. 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

February  14, 2022 Up Issue % < 30% 2 days. Close > 20-low 1 day Bullish

February  14, 2022 1st 5-low in 10 days. Close < 200ma 1-3 days Bullish 2.50% -1.20% -2.80%

Active - Long Term

January  31, 2022 Up close from 21-day  low on a Friday 1-20 days Bullish

January  27 , 2022 CBI >= 10. SPX 50-day  low. 1-18 days Bullish

January  19, 2022 SPX dn > 1% 3x in 10 days > 200ma 1-20 days Bullish 4.30% -3.40% -8.40%

November 8, 2021 QE4 tapering int term Bullish but Weakening

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

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

July  9, 2020 Golden Cross int term Bullish
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The stats here suggest a strong propensity to bounce over both the short and intermediate-term. 

Let’s take a look at the 5-day and 17-day curves. First, the 5-day: 
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In the 2001-2002 bear market there were some short-term failures. But over the last 20 years, it 

has been almost all winners over the 5-day period. Next is the 17-day curve. 
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This is very strong and steady, as serves as some confirmation of the numbers on the stats table. 

 

In the past I have also shown this kind of setup with a CBI-level exit. So I again ran those numbers. 

Below you can see purchasing SPX when the CBI reaches 10 and SPX is < 200ma, and then selling 

when the CBI returns to 3 or lower. 
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Results here are again impressive. Below is a list of all the instances. 
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Every trade since June 2010 has been a winner. But even over that time span, there were some 

sizable intra-trade drawdowns. When looking out over the whole sample, the average trade 

drawdown was 3.5%. Of course that is juiced by a few very large ones, like 2008 and 2002. But it 

remains notable. Overall, I would say that the CBI is suggesting a high probability of a bounce in 

the coming days and weeks. But the pain may not be done. We could easily see further selling 

before the real bounce begins. 

 

I have updated the Aggregator chart below.   

 

 
 

With this weekend’s evidence considered, the green Aggregator line held above zero. Positive 

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

Differential Line remained above zero. 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 formation stayed long at the close.  

 

 

 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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Based on the current active list, expectations are set to remain positive on Tuesday. This is unlikely 

to change. Meanwhile, the Differential Pivot will be 4509.17 on Tuesday. That is a massive 3.7% 

above Friday’s close. So SPX will need to close up at least 3.7% on Tuesday to turn overbought. 

Not likely. This will probably take a few days to work off the oversold condition. 

 

The Aggregator is bullish. Evidence is building that indicates a bounce is likely, but it also suggests 

there could be further downside before that bounce arrives. There is plenty of room to the upside 

before SPX would turn overbought. So reward potential is there. This seems like a good time to 

think about scaling into an index position. And I intend to start with a small position on Tuesday 

if I can get a good fill.  

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 2/22 – neutral 

Combo #1 Combo #2 Combo #3

Long Long Flat  
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 were no changes to the Combo Systems.  

 

This past week was a down one for the indices. The SPX lost 1.6% on the week, the NASDAQ 

dropped 1.8%, and the Russell 2000 lost 1.0%. Most long-term trend indicators are pointing 

sideways or down, though the Golden Cross formation is still in effect for the SPX. But that 

changed this week for the NASDAQ, as the “Death Cross” triggered on Friday. 

 

A “death cross” is when the 50ma crosses below the 200ma. It is a confirmation of a downtrend. 

But it really does not mean that the downtrend is likely to last for a long time. Of course major 

bear markets all have a death cross at some point, so some people view it as a potential indicator 

to use if you are looking to sidestep a major bear market. Below is a list of all NASDAQ Composite 

death crosses since the NASDAQ’s inception in 1971, along with the max drawdown, runup and 

total return while the death cross was in effect. 

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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We see here that 81% of instances actually saw the market rise from the time the Death Cross 

triggered until it expired, with an average gain of 4.3%. So perhaps not a great exit signal. Of 

course there were a few massive losers. And they were big enough that you generally would not 

want to view this as a buy signal either. Examples include 1973-1975, 2000-2003, and the 2008-

2009 bear markets. Below is a look at a profit curve if you “bought” the Death Cross and the sold 

when it closed out. 
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Here you can see visually that despite there being a lot of winners, the losers were so big, that they 

did massive damage. 

 

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 rise by $50 billion. That is a large amount that we are unlikely to 

see duplicated anytime soon. Below is an updated SOMA/SPX chart from 2008 – present. 
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The SOMA is now in its last month of the largest expansion in history. The Fed has been working 

to stimulate the economy for a long time now, and that has greatly benefitted the stock market. But 

the massive liquidity infusions are almost done. The Fed is likely to not only halt QE, but also 

increase overnight rates at its March meeting. The Fed is going from a wind at the back of the 

market to a wind in its face. That is creating challenges. I expect both Fed policy and inflation 

concerns to continue to be sources of volatility throughout 2022.  

 

There is not a lot of strong evidence for the bulls to point to. The CBI study seems to be a positive 

for the next 3 ½ weeks, but that is about it from a strong bullish standpoint. While we are in the 

“Best 6 Months”, the end of Feb is not great on the Seasonality Calendars, and March is weaker 

than many months. Trend indications are mostly sideways/down. The Fed is becoming more 

hawkish, and that will continue to be a challenge for the market for the next several months. And 

the Russia/Ukraine situation continues be of great concern for an already fragile market. All that 

said, we have not seen much suggesting a high chance of continued selling yet either. I will keep 

my bias “neutral” for the time being, and remain open to trades in either direction. I’ll also remain 

alert to new intermediate-term bullish or bearish evidence that emerges. 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

Open Catapult Triggers 

GILD – 1/3 @ $63.76 (bought @ limit) 

GILD – 1/3 @ $63.70 (bought @ limit) 

GILD – 1/3 @ $63.38 (bought @ limit) 

TMO – 1/3 @ $556.67 (bought @ limit) 

TMO – 1/3 @ $550.35 (bought @ limit) 

TMO – 1/3 @ $540.54 (bought @ limit) 

AMT – 1/3 @ $228.67 (bought @ limit) 

MMM – 1/3 @ $148.64 (bought @ limit) 

New  

AMT – 1/3 @ $228.44 (buy @ limit) 

MMM – 1/3 @ $147.62 (buy @ limit) 

 

Broad Market Large Cap CBI – 10(GILD-3, TMO-3, AMT-2, MMM-2) 

 

 

 

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. 

 

 

AMT – Buy 1/3 Catapult position @ $228.44 LIMIT. From the Catapult section above, this is 

the 2nd of up to 3 lots of AMT. 

 

MMM – Buy 1/3 Catapult position @ $147.62 LIMIT. From the Catapult section above, this 

is the 2nd of up to 3 lots of MMM. 

 

SPY – Buy ¼ index position @ $432.00 LIMIT. Based on the short-term outlook above, I’ll be 

a buyer if SPY drops a bit further at any point on Tuesday. 

 

 

Current Open Trade Ideas 

Symbol Entry Date Entry Price Current Price % Gain/Loss Notes

GILD(1/3) 2/8/2022 $63.76 $61.05 -4.25% Catapult

GILD(1/3) 2/9/2022 $63.70 $61.05 -4.16% Catapult

GILD(1/3) 2/10/2022 $63.00 $61.05 -3.10% Catapult

TMO(1/3) 2/17/2022 $550.80 $537.14 -2.48% Catapult

TMO(1/3) 2/17/2022 $550.35 $537.14 -2.40% Catapult

TMO(1/3) 2/18/2022 $540.54 $537.14 -0.63% Catapult

AMT(1/3) 2/18/2022 $228.67 $228.44 -0.10% Catapult

MMM(1/3) 2/18/2022 $148.20 $147.62 -0.39% Catapult
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