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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

Tonight’s Research Points  

         

• Friday’s big reversal did not generate anything in the way of compelling short-term 

evidence. 

• The 2022 bear market has so far failed to show the “choppy” behavior that we have become 

accustomed to un bear markets since the turn of the century. 

• Quantitative Tightening saw a “pause” this past week. That won’t last, as the Fed will 

continue QT for the foreseeable future. 

 
 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral. Evidence is mildly bullish and the market is overbought. Reward/risk 

does not appear great. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

 
 

 

The Evidence 

Friday was a big rally day. SPX closed up 1.9%, the NASDAQ gained 1.8%, and the Russell 2000 

jumped 2.2%. Breadth was strongly positive with the NYSE Up Issues % coming in at 82% and 

the Up Volume % at 89%. NYSE total volume came in high as it typically does on opex Friday. 

 

While the move up Friday was substantial, it was also not a big surprise, with the market having 

closed down 5 days in a row, and evidence we saw Thursday night suggesting a sizable bounce. 

But the bounce still did not turn the week positive. And it did not generate anything compelling in 

the way of new evidence suggesting a short-term bullish or bearish edge. I did look at other 

instances where Opex Friday saw a strong rally (over 1%), but still was down over the 5-day 

timeframe. There were only 4 other instances when SPX was below its 200ma. Those four all saw 

the market rally over the next few days. But again, 4 instances. So I am not going to make anything 

of them. Additionally, if I eliminate the 200ma filter, then the results were not nearly as impressive. 

Anyway, Friday was a good day for the market. But just the one good day did not generate anything 

compelling suggesting an edge over the next few days. I will not be adding any new studies to the 

short-term active list tonight. 

 

Below is a look at the Quantifiable Edges QE Seasonality Calendar for July: 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

July  15, 2022 Close > 1% above the open but down 1-2 days Bullish

July  15, 2022 5 gaps down in a row < 200ma 1-2 days Bullish

Active - Long Term

July  11 , 2022 NASDAQ Leading int term Bullish

June 13, 2022 Inverse Zweig Breadth Collapse 1-3 months Bearish

May  2, 2022 Worst 6 Months with Jan-April selling 1-6 months Bearish

March 14, 2022 Fed Hawkish / QE done int term Bearish
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The next couple of weeks have mostly positive numbers, but they are also mostly below the 

“baseline” of the last 10 years. This means that while they are positive, they are not stronger than 

a typical day. Based on this, the Calendar is not suggesting a strong seasonal tailwind or headwind 

over the next couple of weeks. 

 

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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Without any new studies making the cut tonight, the green Aggregator line remained above zero. 

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

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

overbought versus recent expectations. So expectations are positive but SPX is 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 formation turned flat at the close.  

 

Both current active short-term studies are set to expire at the close on Monday. With the 

intermediate-term outlook neutral, this means that expectations going forward will be highly 

influenced by any new evidence that emerges. Meanwhile, the Differential Pivot will be 3812.99. 

That is 1.3% below Friday’s close. Therefore, SPX will need to close down at least 1.3% on 

Monday in order to flip from overbought to oversold vs recent expectations. 

 

So the Aggregator is neutral. I am as well. The big move up on Friday worked off the oversold 

condition, but it did not provide any compelling clues for the next few days. I was hoping to gain 

a long entry on Friday, but the sizable unfilled gap up did not allow me to get filled. I don’t see a 

good reason to jump into a short-term directional index position right now. I will wait and see how 

the market acts and what new evidence emerges over the next few days. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 7/18– neutral 

Combo #1 Combo #2 Combo #3

Flat Flat 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 

all 3 combo systems remained “flat”.  

 

Despite Friday’s big rally, the market indices all finished the week lower. The SPX lost 0.9%, the 

NASDAQ fell 1.6%, and the Russell 2000 dropped 1.4% on the week. Bonds rallied. The US 

Aggregate Bond ETF (AGG) rose 1.0%, while TLT, the 20-year Treasury Bond ETF jumped 3.2%. 

Both stocks and bonds still appear to be in long-term downtrends.  

 

Action during the 2022 bear market has not been like any bear market we have seen since the turn 

of the century. This year has seen more persistent moves on a day to day basis than others.  To 

understand what I mean by this, let’s go back to a concept I first introduced in the blog back in 

2008. There I looked to measure whether moves tended to revert on a day to day basis (chop), or 

follow through on a day to day basis (trend). To do this I created a “model” that would simply buy 

SPX at the close of any day that it closed higher than the day before. Any day that the market 

closed lower, the model would reverse the position and go short. Essentially, the model looked to 

jump on the “trend” – which was defined as the current 1-day direction. In a market with a tendency 

to follow-through and see moves persist for several days at a time, you would see the profit curve 

rise. In a market that tends to see a reversion of the previous days move, you see a declining profit 

curve. This is what the “Trend vs Chop Model” looked like from 1961 – 1999. 

 

 

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/
https://quantifiableedges.com/how-to-trade-the-choppiest-environment-in-50-years/
https://quantifiableedges.com/how-to-trade-the-choppiest-environment-in-50-years/


Quantifiable Edges, LLC                           10 Boyden Rd., Medfield, Massachusetts   02052                                       781-956-6952 

 

 
 

As you can see, over this 40ish year period, the market tended to “trend” on a daily basis, rather 

than “chop”. But the 2000 bear market was the 1st period where this market behavior changed. 

This can be seen below. 
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Now rather than a rising curve, you see the line heading lower, signaling “chop” was the dominant 

market tendency. Bear markets that have occurred since then have generally shown this same 

tendency to one degree or another. Below are the 2007 – 2009 bear market results. 
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Choppiness was even more persistent in this bear. Let’s also look at the 2020 COVID Crash. 

 

 
 

From the end of February to the low near the end of March, big day-to-day reversals caused the 

line to plunge. But now let’s look at 2022. 
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Here we see there has been no such tendency. Results here have even slightly favored day-to-day 

“trend” rather than “chop”. Results of this “model” don’t matter in and of themselves. This is not 

a tradeable model. But they do explain why many strategies that tend to benefit from choppy 

environments may have struggled this year. Models that use very short-term overbought/oversold 

indicators and look for quick reversals would likely have done very well in the 1st 3 bear markets 

I showed. But this year might be a different story. And I have found that to be true with some of 

my own models, which have failed to deliver the kind of bear market gains I’d seen in the past. 

 

This analysis does not tell us anything from a directional standpoint. It is simply noting a market 

tendency regarding action so far in 2022. This could change at any time, and we could see a 

strongly choppy (or trendy) market emerge. But so far, it has been more difficult than usual trying 

to take advantage of quick swing moves, and perhaps that is something traders should keep in 

mind. 

 

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 week the SOMA saw an extremely small rise of $1 million. Below is an updated SOMA/SPX 

chart looking back to 2008. 
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The largest expansion in the history of the SOMA is over. The blue line has begun to head lower. 

We will see that happen in a more noticeable way in the coming weeks. A sizable liquidity drain 

is upon us. The Fed is no longer a friend to the market, and they won’t be for as long as they are 

fighting inflation and the economy appears stable. More rates hikes and more QT are on the way. 

So far, the market has not done well without the Fed on its side. 

 

This past week did not do much to change the intermediate-term outlook. The NASDAQ is hanging 

onto its lead over the SPX, so that is a potential positive. And while the long-term trend still appears 

to be down, new long-term lows have not been made for a full month now. Breadth has still not 

strengthened in a meaningful way that could signal the market is flush with liquidity. And the 

seeming lack of liquidity is not a surprise since the Fed is in the midst of QT (as well as raising 

interest rates.) Long-term seasonality also remains unfavorable. I still like the bear case slightly 

better, but I will maintain a neutral trading bias for the time being. I am willing to take trades in 

either direction, but I will not be aggressive on either the long or short side. 

 

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. 

 

None tonight. 

 

 

Current Open Trade Ideas 

None 

 

 

 

 

 

http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
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The author of Quantifiable Edges (QE), Mr. Robert Hanna, is separately affiliated with a registered investment adviser in the States of Washington, 

California, Colorado, Michigan, Texas, Massachusetts, and Louisiana, Eastsound Capital Advisors, LLC (ECA) d.b.a. Capital Advisors 360, LLC.  

ECA may not transact business in states where it is not appropriately registered, excluded or exempted from registration. Individualized responses 
to persons that involve either the effecting of transaction in securities, or the rendering of personalized investment advice for compensation, will 

not be made without registration or exemption. Advisory clients of ECA utilizing the approaches developed by Mr. Hanna will receive the QE 

newsletter at no charge. ECA is not otherwise affiliated with QE, and neither endorses nor warrants the content of this site, the QE newsletter(s), 
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