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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 11  
 

 

Tonight’s Research Points  

         

 

• The 1st day of the month is bullish in uptrends, but neutral in downtrends. 

• October is a highly volatile month. 

• The SOMA declined this past week, with more QT.  

• The Fed may have more to say on Monday. 

 
 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is flat. I believe reward/risk still favor the bulls to a small degree. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

 
 

The Evidence 

Friday was a bad finish to a bad day to a bad week to a bad month to a bad quarter to a bad year. 

The SPX closed down 1.5%. the NASDAQ also lost 1.5%, and the Russell 2000 fell 0.6%. Breadth 

was negative with the NYSE Up Issues % coming in at 43% and the Up Volume % at 46%. NYSE 

total volume rose quite a bit from Thursday’s level. 

 

Part of what made the week such a big disappointment was that the CBI spiked to 11 on Monday. 

And it never dropped below 10. And five days later SPX is again making new lows. I looked back 

at other times that the CBI remained >= 10 for at least 5 days and SPX made a 50-day low. As you 

probably suspect, it has been quite rare. In fact, going back to 1995, I was only able to identify 2 

other instances. They were 5/26/2010 and 3/9/2020 (along with some repeat instances over the 

next few days in March 2020). I don’t want to make much of just two instances. But below are the 

charts in case you are interested. 

 

2010 

 

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

September 26, 2022 CBI reaches 7 +. SPX 50-low < 200 1-18 days Bullish 6.70% -3.90% -8.00%

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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2020 

 
 

Neither one of these were great setups for a rally. There was also an instance in Dec of 1996 where 

SPX failed to make a 50-day low, but it did make a 10-day low. You can see that below. 
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Overall, we know that a high CBI is strong sign that an oversold rally is due. But the few times the 

market has ignored the high CBI and just kept falling, that has not been an encouraging sign. 

 

In looking at Monday, the 1st trading of the month often carries an upside edge. But that has really 

only been the case when the SPX is above its 200ma. And SPX is well below that line right now. 

In the 9/1/22 letter I showed Day-1 results when SPX was in a long-term downtrend like now. I 

have updated that chart below. 
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Pretty remarkable that after 104 instances there is almost exactly zero progress. We probably can’t 

look to 1st of the month to help the market Monday. 

 

While not applicable now, below is “1st of the month” performance when SPX has been above the 

200ma. 
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This is a heck of a lot more appealing. Maybe in a few months… 

 

Next is the October QE Seasonality Calendar, which was just published after the close on Friday. 
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The first couple of weeks appear challenging. The 2nd half of the month appears more promising. 

Of course the Seasonality Calendars are a composite of multiple seasonality models. They do not 

look at seasonality in just one way.  The study below is updated from last year. It takes a more 

specific breakdown of seasonality by week.  

 

 

October is a month that is known for volatility. And that is a well-earned reputation. Crashes in 

1929, 1987, and 2008 all occurred in October. But volatility cuts both ways. If you break the year 

down into 1-week periods, October also contains some of the strongest seasonal edges of the year, 

both bearish and bullish. Breaking the year down by week is something I have done numerous 

times over the years, and it has provided some interesting insights. The table below shows stats 

back to 1985. I chose 1985 as the start date because SPX options trading began in 1984, so 1985 
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is the 1st full year where there was an options expiration schedule. We have found over the years 

that options expiration can generate strong edges. Action on and around options expiration, which 

occurs on the 3rd Friday of each month, helps to generate some seasonal tendencies. So this study 

encompasses the full range of time that SPX options have been in existence. 

 

 
 

You’ll note that the highlighted weeks are the October weeks. It’s amazing that all 5 potential 

weeks in October are included in either the Best 10 or the Worst 10 weeks of the year. Weeks are 

ranked based on Avg Trade (last column).  

 

Weeks following the 1st and 3rd Friday in October have been among the worst on average. I’ll also 

note that the 2 largest “max losing trades” occurred following the 1st and 3rd Friday in October. 

They were a 12% and an 18% drop. 

 

Weeks following the 2nd, 4th, and 5th Fridays in October made up 3 of the best 10 weeks of the year 

on average. And they show three of the largest winners as well, with 7.2%, 7.3% and 10.5% max 

gains. 

 

Of course this October is a little different. For one, the 1st Friday in October has not happened yet. 

The 1st Friday is on the 7th. So the whole 1st week of October this year is not found on this list. 

This upcoming week is the week following the 5th Friday in September. And the week following 

the 5th Friday in September has not shown strong numbers. There have only been 10 previous 
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instances, since most Septembers have only had 4 Fridays. The week after has been 5-5 with an 

average performance of +0.2%.  

 

The 2nd reason October this year is a little less appealing than seen in the table above is that we 

will not have a 5th Friday. The strong weeks are those following the 2nd and 4th Friday. After that, 

we will be looking at the week after the 1st Friday in November. 

 

As I said, October can be volatile. While I really like the QE Seasonality Calendars, this other look 

may be worth some consideration as well. There could easily be some strong moves up and down 

throughout the month, and traders may want to keep this in mind for position sizing, or if they are 

making volatility trades.  

 

So there is nothing currently standing out to me that suggests a strong edge over the next few days. 

But there is some pending news that could have a meaningful impact on SPX direction for the next 

few days. The Fed has scheduled a meeting on Monday, which has the internet in a bit of a stir. 

The announcement can be seen below. 

 

 
 

This memo is dated Thursday. I did not notice is nor see any alerts about it until Friday after the 

NYSE close. It may be nothing. It may be that the Fed is becoming concerned that the credit 

markets are struggling, and feel that they may want to dial back aggressiveness in some way. I 

don’t believe this is about an “emergency rate hike”. Nor a cut. Perhaps a slowing of the pace. 

Who knows?  I am not big on trying to anticipate exactly what the Fed says. Still, I would not be 

surprised if they began to speak in a way that is more market supportive. That may or may not 
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matter over the next few weeks and months. But it could give the market a short-term boost (or an 

accelerated selloff if participants are not impressed by whatever comes out of this meeting). 

 

I have updated the Aggregator chart below.   

 

 
 

Without any new studies making the cut tonight and the already existing studies either expiring or 

reaching their downside target on Friday, the green Aggregator line closed right at zero. Flat 

readings mean expectations are neutral over the next 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 flat and SPX is oversold.  This is 

considered a neutral configuration. Neutral configurations are visible on the chart whenever both 

lines fail to close on the same side of zero. Therefore, the Aggregator formation turned flat at the 

close.  

 

Expectations over the next few days will be largely dependent on any new evidence that emerges. 

Meanwhile, the Differential Pivot will be 3768.13 on Monday. That is a massive 5.1% above 

Friday’s close. I’d be shocked if SPX managed to gain that much on Monday, no matter what the 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/


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

 

Fed says or does. It will almost certainly require a multi-day rally or consolidation to overcome 

this oversold condition.  

 

So the Aggregator is flat. And short-term evidence is somewhat questionable. As oversold as we 

are and as high as the CBI is I still believe reward/risk favors the long side. I have long exposure 

right now. I will look to lighten up on it if we close higher on Monday. If we close lower, I expect 

we will see some “Turnaround Tuesday” studies trigger. So while some Turnaround Tuesday 

studies have disappointed a bit recently, I still would give it the benefit of the doubt with such a 

strongly oversold market. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 10/3 – 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 all had a bad week…again. The SPX declined 2.9%, the NASDAQ fell 2.7%, 

and the Russell 2000 dropped 0.9% on the week. All made new bear market lows. Bonds were 

even worse. The US Aggregate Bond ETF (AGG) lost 0.9%, while TLT, the 20-year Treasury 

Bond ETF dropped 3.1%. Both bond measures also made new lows for the year.  

 

There was a CBI study that appeared in Monday night’s letter with intermediate-term implications. 

I have copied it below. 

 

This 1st study is similar to one I shared in the Sunday letter. Here we look at times the CBI reached 

10 or higher in conjunction with a 50-day low. 

 

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/


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

 

 
 

The 1st 3 days don’t show much of an edge. But once you get out to Day 4 and beyond, there does 

appear to be a substantial bullish tendency. Below is the full list of instances with a 17-day holding 

period. 
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We see here some strong moves higher. I should note that not all of them went straight up though.  

There were a few with sizable drawdowns before the reversal ensued. These include instances in 

1998, 2001, 2002 and 2015 among others. So it seems to be a nice sign for the intermediate-term, 

but no guarantee that the bounce will begin immediately. (Note: it hasn’t.) 
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The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be 

found below. 

 

 

 

This week the SOMA declined by $18.8 billion. While that is a fairly sizable amount, September 

will not get near the $95 billion QT cap. November appears to be the first month where that $95 

billion cap could be approached at all. 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 is now clearly heading 

lower. We will continue to see that happen over the next several weeks and months. The pace of 

the decline is expected to increase from here forward. To this point, QT has been mild. Overall, 

the Fed is no friend to the market, and they won’t be for as long as they remain hawkish.  

 

2022 has been one of the worst years ever for both stocks and bonds. And with crypto declining 

and inflation high, there has been little place for investors to hide. All the major stock indices have 

given back their entire 2021 gains and more. TLT, even on a dividend adjusted basis, is back to 

levels not seen since 2015. Seven years is a long time to not make any money in a government 

bond fund. And so far there is not a lot for the bulls to get excited about. Breadth and momentum 

studies from early August have all failed. The high CBI says we could be entering a point where a 

multi-week bounce is likely. Seasonality should improve starting in November, but that still feels 

a long way off, and October volatility could swing the market all over the place between now and 

then. Bears can still point to Fed policy, overall poor seasonality, and a lagging NASDAQ to build 

their case. I am going to maintain my neutral stance. I really have no desire to get very aggressive 

in either direction with the crosswinds and the volatility the market is experiencing. I’ll remain 

fairly cautious when considering both long and short positions. 
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Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

Open Catapult Triggers 

CHTR – 1/3 @ $353.03 (bought @ limit) 

CHTR – 1/3 @ $333.96 (bought @ limit) 

T – 1/3 @ $16.24 (bought @ limit) 

CHTR – 1/3 @ $321.66 (bought @ limit) 

T – 1/3 @ $16.01 (bought @ limit) 

T – 1/3 @ $15.67 (bought @ limit) 

INTC – 1/3 @ $26.97 (bought @ limit) 

ADBE – 1/3 @ $276.96 (bought @ limit) 

INTC – 1/3 @ $26.89 (bought @ limit) 

CMCSA – 1/3 @ $30.26 (buy @ limit) – not filled. Try again now. 

EXC – 1/3 @ $37.46 (buy @ limit) 

 

Broad Market Large Cap CBI – 11(CHTR-3, T-3, INTC-2, ADBE, CMCSA, EXC) 

 

 

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. 

 

 

CMCSA – Buy 1/3 Catapult position @ $30.00 LIMIT. From the Catapult section above, this 

is the 1st of up to 3 lots for CMCSA. 

 

EXC – Buy 1/3 Catapult position @ $37.46 LIMIT. From the Catapult section above, this is 

the 1st of up to 3 lots for EXC. 

 

 

 

 

 

 

 

 

 

 

http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
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Current Open Trade Ideas 

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

SPY(1/4) 9/22/2022 $376.58 $357.18 -5.15% Sell @ $358.00 LIMIT ON CLOSE

CHTR(1/3) 9/22/2022 $352.03 $303.35 -13.83% Catapult

SPY(1/4) 9/23/2022 $367.95 $357.18 -2.93% Aggregator

CHTR(1/3) 9/23/2022 $330.98 $303.35 -8.35% Catapult

T(1/3) 9/23/2022 $16.10 $15.34 -4.72% Catapult

SPY(1/4) 9/26/2022 $364.31 $357.18 -1.96% Aggregator

CHTR(1/3) 9/26/2022 $321.44 $303.35 -5.63% Catapult

T(1/3) 9/26/2022 $15.91 $15.34 -3.58% Catapult

T(1/3) 9/27/2022 $15.67 $15.34 -2.11% Catapult

INTC(1/3) 9/27/2022 $26.97 $25.77 -4.45% Catapult

ADBE(1/3) 9/27/2022 $276.96 $275.20 -0.64% Catapult

INTC(1/3) 9/28/2022 $26.89 $25.77 -4.17% Catapult
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