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Signals Overview 

Aggregator CBI Reading

Long 1  
 

 

Tonight’s Research Points  

        

• Oversold NASDAQ breadth and a long-term low close appear to suggest a short-term 

and intermediate-term upside edge. 

• The big drop in SPX that was accompanied by a decline in the VIX is rare, and hints at 

an upside edge. 

 
 

Short-term Outlook  

The Bottom Line  

The Aggregator is now bullish. I like the long side.  
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The Evidence 

On Wednesday the market started strong, but then it collapsed. Just like my Celtics tonight. The 

SPX closed down 1.65%, the NASDAQ tumbled 3.2%, and the Russell 2000 dropped 2.5%. 

Meanwhile, the Celtics blew a 14-point 4th quarter lead to lose by 3 to the Bucks. Breadth was 

negative with the NYSE Up Issues % coming in at 30.25% and the Up Volume % at 30.29%. 

NYSE total volume declined some for the 2nd day in a row. 

 

Breadth has deteriorated so much recently that it is now suggesting a bounce is likely. 

Wednesday’s strong selloff saw an old study trigger that examined the recent strongly negative 

NASDAQ breadth. It uses a 10-period exponential moving average of the NASDAQ Up Issues %. 

It found that when this number gets oversold at the same time the NASDAQ is hitting long-term 

lows, that has typically been followed by a move up. Last seen in the 1/19/16 letter I have updated 

the research below. 

 

 
 

Nineteen days later we see 15 of 20 instances higher, and the average of those 15 winners saw the 

market up 8.1%. The 5 instances that did not close higher were down 6.8% on average. Here are 

looks at the 1-day and 19-day profit curves. 
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For the 19-day timeframe, we see here some massive rallies and some epic fails. Volatility is high and 

we could see a strong move occur in either direction. The more likely direction is up, but we could see 

continued ugliness if it goes the other way. 

 

Another notable about Wednesday’s action was that despite the SPX declining 1.65%, the VIX also 

declined. Most of the time they will trade opposite each other, since moves lower will often generate 

more anxiety, causing option premiums to rise, and SPX moves higher will often alleviate concern and 

allow option prices to fall. But it is not just direction, but the size of a move, that influences VIX 

movement. Wednesday’s move lower of 1.65% is sizable by many measures. But it is really just about 

average for what we have seen recently. In fact, the average absolute % change in SPX over the last 

20 days has been 1.6%. So Wednesday’s drop is right in line with the recent average. If we were in a 

less volatile environment, then VIX certainly would have moved higher. But a move lower of 1.65% 

was not really out of line with recent activity, and so it did not generate more concern among options 

traders. I will also note that a VIX of 32 means that expectations are for about a 2% move each day. 

So again, the 1.65% drop was not shocking in this environment. 

 

As you likely understand by now, times where the SPX declines as much as Wednesday and the VIX 

also declines are rare. And it only happens during times when SPX trading is already volatile and the 

VIX is already elevated. The study below looks at forward results of all times SPX declined at least 

1.5% and VIX also declined. 

 

 
 

Results here show that there has often been a move higher over the next couple of weeks when 

such a large SPX selloff failed to move the VIX higher. Below is a look at the 9-day profit curve 

and list of instances. 
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You’ll note when looking at the list that the other instances did in fact occur in volatile 

environments. The strong results here act as some confirmation of the upside edge suggested by 

the results table. 

 

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 rose back above zero. Positive readings 

mean expectations are for upside over the next few days.  Meanwhile the black Differential Line 

held 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 turned long at the close.  

 

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

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

will be 4033.66 on Thursday. That is 2.5% above Wednesday’s close. Therefore, it will take a 

close higher of at least 2.5% on Thursday to flip SPX from oversold to overbought vs recent 

expectations. 

 

So the Aggregator is back to bullish. Evidence remains mixed, but leaning bullish. And the market 

is substantially oversold. I like reward/risk potential here. I will look to take on some long index 

exposure if I can get a favorable fill on Thursday. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 5/9 – somewhat bearish 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

Open Catapult Triggers 

None 

AMZN – 1/3 position @ $2107.44 (buy @ limit) 

 

Broad Market Large Cap CBI – 1(AMZN) 

 

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. 

 

SPY – Buy ¼ index position @ $392.75 LIMIT. Based on the short-term outlook above, I will 

look to start scaling into a new long index position if I can get a favorable fill on Thursday. 

 

AMZN – Buy 1/3 Catapult position @ $2107.44 LIMIT. From the Catapult section above, this 

is the 1st of up to 3 possible lots of AMZN. 

 

Current Open Trade Ideas 

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

SPY(1/4) 5/9/2022 $398.17 $399.09 0.23% sold @ $399.09 LIMIT
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