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Signals Overview 

Aggregator CBI Reading

Long 0  
 

 

Tonight’s Research Points  

         

• Back to back outside days and a short-term high have typically been followed by further 

rallying in the next few days. 

• The week after opex in October has often been volatile, but unreliable from a directional 

standpoint. 

• The SOMA saw a sizable decline this past week, and that is expected to continue. 

• Seasonality should improve when we reach November. 

 
 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is long. But evidence is light and the market is primed to flip from oversold to 

overbought. So I don’t believe the bullish edge is substantial. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

 
 

 

The Evidence 

The stock market had a huge up day on Friday. SPX rallied 2.4%, the NASDAQ gained 2.3%, and 

the Russell 2000 climbed 2.2%. Breadth was positive with the NYSE Up Issues % coming in at 

70% and the Up Volume % at 79.5%. NYSE total volume came in high as it typically does on 

opex Friday. 

 

One interesting study from the Quantifinder looked at the fact that SPY made an outside day for 

the 2nd day in a row. An outside day is a day where SPY makes both a higher high and a lower low 

than the day before. It also required SPY close at a 10-day high. Updated results of that study can 

be seen below. 

 

 

 

The number of instances is somewhat small. It is quite unusual to see this kind of increasing range 

occur along with a short-term high. But the times it has happened SPY has always been higher 4 

days later. And the 1-3 day results have also been very strong. Below is a look at the 3-day 

individual trade results. 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

October 24, 2022 2 outside days and a 10-day  high 1-3 days Bullish 7.30% -4.10% -8.20%

Active - Long Term

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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I don’t see anything alarming here. While I don’t often include studies with such low instances on 

the Active List, the numbers could not be better for this one. Additionally, if I eliminate the 10-

day high filter, results following back-to-back outside days still show a bullish tendency over the 

next 1-4 days. So I did add this study to the Active List. 

 

I have discussed October’s strong volatility the last few weeks. Notably, the week after the 2nd and 

4th Friday is often strong. But the week following opex (the 3rd Friday) is where we are headed, so 

let’s look briefly at that. 
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The numbers here are fairly negative. I also decided to look at an equity curve. This can be seen 

below. 

 

 

 

We see here a few things: 1) The downside was realized in the early years. Since the 90s the week 

after October opex has actually posted gains. 2) Sizable moves have occurred in both directions. 

While the study does not show a strong directional edge, it does suggest the moves at this time of 

year are somewhat exaggerated. (Not a surprise.) So…not necessarily bearish, but risks may be 

elevated, because moves in either direction could be outsized.  

 

Back in the 4/20/20 letter I examined 2% up days, and the impact that volume had over the next 

few days. I found those that came on the highest volume of the last 5 days had positive results over 

the short-term, while lower volume rallies often struggled. The high-volume filter triggered on 

Friday, and I have updated those results. 
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The numbers here look moderately bullish. In looking at the orift curves, the 3-day was the 

smoothest. 

 

 
 

Choppy, but somewhat confirming. Of course the real trouble I have with this study is that it is 

predicated on high volume. And the high volume was thanks to opex, and it wasn’t even that high. 

In fact, while it was the highest in 5 days, it was NOT the highest in 20 days. So I am not terribly 

comfortable including this as evidence. I did look for other times the setup triggered on opex 

Friday. There was not many, so that really doesn’t give me valuable information. 

 

Lastly, let’s take a quick look at the Quantifiable Edges Seasonality Calendar for SPX. 
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Other than Monday, the numbers this week look fairly positive. So seasonality may be a gentle 

wind at the market’s back this upcoming week. 

 

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 this weekend’s evidence considered, the green Aggregator line moved above zero. Positive 

readings mean expectations point up 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 current evidence, expectations are set to remain positive on Monday. Of course this could 

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

be inverted at 3738.72 on Monday. That is 0.4% below 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 

close down at least 0.4% in order to remain oversold vs recent expectations. Anything other than 

that and it will be considered overbought as of Monday’s close. 

 

So the Aggregator is long. But evidence is fairly light. And more significant to me is the fact that 

the Differential Pivot is inverted. I view inverted pivots as a good time to talk profits. I don’t view 

them as an opportune time to take on new positions. This is because upside is very limited. And 

with the volatile market we are in, risks are high. So while a rise over the next few days seems 

more likely than a decline, reward/risk does not appear favorable. I’ll remain sidelined until odds 

improve. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 10/24 – 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”.  

 

This past week was a strong one for the stock market. The SPX rose 4.7%, the NASDAQ rallied 

5.2%, and the Russell 2000 climbed 3.6%. But bonds again continued their streak of losing weeks 

and also closed Friday at new bear market lows. The US Aggregate Bond ETF (AGG) lost 0.9%, 

while TLT, the 20-year Treasury Bond ETF dropped 5.5%. It has now closed down 12 of the last 

13 weeks. It has never done that before. Additionally, TLT is now down 36.1% on the year. There 

were no new studies with intermediate-term implications that triggered the last few days. 

 

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 declined by $17.4 billion. That is a sizable amount. The big weeks tend to 

happen around the 15th and 30th each month when many bonds mature. November appears likely 

to be the first month where the Fed’s $95 billion cap could be approached. Below is an updated 

SOMA/SPX chart looking back to 2008. 

 

 

 

The Fed is now in the midst of what could end up as the largest ever reduction in the size of the 

SOMA. The pace of the decline has recently accelerated and is expected to remain high for a while. 

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

 

This past week was a good one for the bulls in that the market put in a strong bounce. But I have 

not yet seen convincing evidence that a new and sustainable uptrend is underway. Seasonality 

should improve starting in November. I will discuss this more next weekend, but here is a preview 

from an old blog post. October volatility has been high as is typical. Bears can still point to Fed 

policy, a clear downtrend, and a lagging NASDAQ to build their case. I also believe we may need 

to see bonds stabilize if stocks are going to mount sizable rally. I am going to maintain my neutral 

stance. While the bears have a better case, the upcoming November seasonality may help the bulls, 

and with the market so volatile, I really have no desire to get very aggressive in either direction. 

I’ll remain fairly cautious when considering both long and short positions. 

 

https://quantifiableedges.com/this-incredibly-bullish-seasonal-period-has-just-begun/
https://quantifiableedges.com/this-incredibly-bullish-seasonal-period-has-just-begun/
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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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