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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

Tonight’s Research Points  

         

• On Employment Days , large unfilled gaps down like we saw Friday have more often been 

followed by weakness the next day.   

• When SPY posts a large gap down and then partially fills the gap on a positive open-close 

rally but still finishes down on the day, then that has often led to a bounce higher over the 

next few days.  

• Seasonality over the next few weeks (and months) is poor. 

• The SOMA continues to shrink. QT will ramp up more next month. 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral. I am not seeing a strong short-term edge.  
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Summary of Recent Active Studies (see Letters from listed dates for details) 

 
 

 

The Evidence 

Friday started with a big gap down after the employment report, but by the end of the day, the 

major indices were mixed. SPX finished down 0.2%, the NASDAQ lost 0.5%, and the Russell 

2000 rose  0.8%. Breadth was also mixed with the NYSE Up Issues % coming in at 48% and the 

Up Volume % at 62%. NYSE total volume declined some from Thursday’s level. 

 

Employment Days will often occur in conjunction with a strong price move because the 

employment report is frequently viewed as an important piece of economic data. Still, it has been 

quite rare to see the employment report lead to a large gap down that never fills during the day. 

This happened on Friday. The study below was last featured in the 10/5/20 subscriber letter. I have 

updated that study below. 

 

 
 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

None

Active - Long Term

August 1 , 2022 NY SE Up Issues % > 7 0% 3 straight days 1-80 days Bullish 9.85% -4.72% -11.90%

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 number of instances is a bit low but stats appear somewhat negative. Below is a list of all 

instances. 

 

 
 

With the low number of instances and the fact that 3 of the last 4 closed higher the next day, I have 

some doubt about the downside edge. 

 

This next study was also from the 10/5/20 letter. 
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Big gaps down that down do not fill, but close well above the open and above the 10ma have been 

rare. But they have often led to gains in the coming days. Below are all the instances with an 8-

day holding period. 

 

 
 

Possible upside edge here, but I am not entirely convinced. For one, instances are very few. And 

there has only been one other instance since 2011. So I will continue to keep an eye on this study, 

but I have not included it on the active list tonight. I will note another fact that made these studies 

less appealing is that while SPY never closed its opening gap on Friday, it only missed by $0.02. 
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I don’t believe that $0.02 is so meaningful that I would want to set expectations based on studies 

that are already somewhat questionable. 

 

Below is a look at the QE Seasonality Calendars for both the SPX and the Dow: 

 

 
 

Over the next two weeks there are many sub-par readings, and even some outright negative 

readings. Aside from even the larger cycles we look at like the Presidential Cycle and the 

Best/Worst 6 Months, we appear to be a weak seasonal period based on the Seasonality Calendar 

algorithms as well. 

 

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 no studies making the cut today the green Aggregator line closed at zero. Zero readings mean 

expectations are flat over the next few days.  Meanwhile the black Differential Line is still below 

zero. The negative Differential Line reading means that SPX is overbought versus recent 

expectations. So expectations are flat and SPX is overbought.  This is considered a neutral 

configuration. Neutral configurations are visible on the chart whenever both lines close fail to close 

on the same side of zero. Therefore, the Aggregator formation stayed flat at the close.  

 

The short-term Active List is now bare. And the intermediate-term outlook remains neutral. So 

expectations over the next few days will be greatly dependent on new evidence that emerges. 

Meanwhile, the Differential Pivot will be inverted at 4166.63 on Monday. That is 0.5% above 

Friday’s close. An inverted pivot means that the Differential Line will cross through zero if SPX 

closes flat. In this case, SPX will need to rise over 0.5% in order to remain overbought vs recent 

expectations. Anything less than that and it will flip to oversold as of Monday’s close. 

 

So evidence is light and the Aggregator is neutral. I don’t see a compelling reason to get involved 

in a new index trade at this point. I will continue to wait for a more favorable reward/risk 

opportunity. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 8/8 – improving but still 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”.  

 

The stock indices put in gains this week. The SPX climbed 0.4%, the NASDAQ rose 2.15%, and 

the Russell 2000 rallied 1.9% on the week. Bonds struggled. The US Aggregate Bond ETF (AGG) 

declined 1.1%, while TLT, the 20-year Treasury Bond ETF lost 0.6%. Both stocks and bonds still 

appear to be in long-term downtrends, but a series of higher highs and higher lows since mid-June 

shows an intermediate-term uptrend. There were no studies that triggered in the last few days 

suggesting intermediate-term implications. 

 

The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be 

found below. 

 

 

 

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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This week the SOMA saw a decline of $16.2 billion. Below is an updated SOMA/SPX chart 

looking back to 2008. 

 

 

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

We will continue to see that happen over the next several weeks and months. A sizable liquidity 

drain is upon us. The Fed is no 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.  

 

With regards to interest rates, a week ago the odds for September meeting rate hike amounts were 

70% chance of a 50 basis point increase and a 30% chance of a 75 basis point increase. With the 

strong jobs numbers on Friday, those odds have now flipped. This can be seen in the chart below 

from the CME website: 
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The bulls have a case, and they have been in charge over the last 6-7 weeks. Breadth has been 

fairly strong, and was strong enough for a period that we saw one breadth thrust signal trigger last 

week. The leading NASDAQ is also encouraging. But we certainly do not have an “all clear” at 

this point. Seasonality appears weak over the short-term, and longer-term seasonal cycles also have 

a few more months of weakness. The Fed remains aggressive in their inflation fight. Rates should 

continue to rise. Quantitative Tightening, which has barely begun, will be ramping up further in 

September. Traders and investors have become used to the market being backstopped by the Fed. 

Anytime there has been a crisis over the last 15+ years they have been willing to pump money, 

and this has proved favorable for the market. But this is the first time in around 40 years that 

inflation has been a problem. And it is the #1 stated problem the Fed is charged with tackling. So 

while the market can rally, it must do so without QE, and without a zero-interest-rate-policy. And 

that makes everything more challenging. Whether this bear market is over or not, I expect high 

volatility events to be more common over the next several years than they were over the last 13 

years. I can guess at potential event triggers, but often they are often a surprise. Anyway, I will 

remain neutral and conservative with entries for both longs and shorts. 
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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 
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