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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 0  
 

 

Tonight’s Research Points  

         

• Several bullish studies suggesting a bounce. 

• Opex Friday tends to sell off some during the morning after the open. 

 
 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish. Evidence is pointing higher and the market is oversold. I like the long 

side. 
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The Evidence 

Thursday started off with a sizable gap down, but finished mixed. SPX closed down 0.3%, the 

NASDAQ inched up 0.03%, and the Russell 2000 fell 1.1%. Breadth was negative with the NYSE 

Up Issues % coming in at 25% and the Up Volume % at 15.5%. NYSE total volume rose some 

from Wednesday’s level. 

 

Thursday was the 5th day in a row that SPY gapped down at the open. That is fairly unusual. Way 

back in 2015 I looked at other times SPY gapped down 5 days in a row. Tonight I decided to run 

that study with a 200ma filter.  

 

 

 

Numbers seem to point towards an upside edge. Below is a look at the 2-day profit curve. 
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The curve is a bit bumpy, but the last 8 instances all finished higher on Day 2. I decided to include 

this study on the active list tonight. 

 

Another study that caught my eye tonight considered the sizable gap and partial reversal of the 

opening gap. It examined times when SPY rose over 1% from open to close but still finished down 

on the day and below the 10ma. It was last seen in the 3/2/20 letter and has been updated below. 
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Here we see strong numbers pointing to and upside edge. Below is a profit curve showing a 2-day 

holding period. 

 

 

 

There have been some recent stumbles, but I still like the study enough to include it on the active 

list tonight. 

 

Thursday also marked the 5th day in a row that SPX closed lower. Despite the selling, the VIX has 

not spiked over that period. In fact, on Thursday the VIX actually closed below its 10ma. In the 

11/23/2011 letter I looked at other times SPX had a 5-day selloff and the VIX closed below the 

10ma. I have updated that study below. 
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Instances are low but all point in the same direction. Below is a look at the individual trades. 

 

 

 

Too few instances to generate meaningful statistics from, but the fact that all 6 rose over the next 

few days suggests the market is capable of rallying despite the lackadaisical VIX. If we get a VIX 

spike here, it could be helpful in generating a fast reversal, but a VIX spike is NOT a necessary 

condition for a reversal. 

 

It is also notable that Friday is monthly options expiration. Opex Fridays have a tendency to open 

strong and then fade. The study below looks at buying the open on Opex Friday during downtrends 

and then selling at different times of the day.  
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While all the numbers are negative, the bearish tendency appears to generally play out by noon. 

Below is a profit curve showing the 9:30am EST to noon EST performance. 

 

 

 

That is a strong, steady decline. Traders looking to get long may want to show some patience rather 

than jumping in right away. 

 

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 studies considered, the green Aggregator line closed 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 active list, expectations are set to remain positive on Friday. Of course, this 

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

be 3812.28. That is 0.6% above Thursday’s close. Therefore, SPX will need to close up at least 

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

 

So the Aggregator is bullish. The 5-day pullback has the market short-term oversold, and we are 

now seeing evidence that a bounce is likely. I like reward/risk here and will look to start scaling 

into an index position. A little wary of the Friday tendency to sell after the open, I will simply 

place a limit price a ways below Thursday’s close for tracking purposes. Traders could consider a 

more aggressive entry if the pullback does not materialize in the morning. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 7/11– neutral 

 

 

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. 

 

SPY – Buy ¼ index position at $376.00 LIMIT. Based on the short-term outlook above, I will 

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

 

 

Current Open Trade Ideas 

None 
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