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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 0  
 

 

 

Tonight’s Research Points  

           

• Two unfilled gaps down in a row are often followed by gains the next day. 

• The 1st 10-day low in a while is often buyable. 

• The SOMA declined substantially and the Fed remains hawkish. 
 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish. I believe there is a moderate upside edge. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

  
 

 

The Evidence 

Friday morning saw some strong selling. But in the afternoon there was a partial recovery which 

left the final numbers mixed and moderate. The SPX ended down 0.3%, the NASDAQ lost 0.6%, 

and the Russell 2000 rose 0.2%. Breadth was negative with the NYSE Up Issues % coming in at 

43% and the Up Volume % at 38%. NYSE total volume came in higher than Thursday’s level. 

 

From a price action standpoint, it was notable that Friday marked the 2nd day in a row that SPY 

left an unfilled gap down. In the 8/13/19 letter I showed a study that suggested bullish implications 

when this occurred during a long-term uptrend. I took a fresh look at that study tonight.  

 

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

February  21, 2023 1st 10-low close in 30+ day s. >200 1-8 day s Bullish 2.50% -1.90% -4.15%

February  21, 2023 2 unfilled gaps down > 200ma 1 day Bullish

Active - Long Term

February  2, 2023 SPX Golden Cross int term Bullish

January  23, 2023 NASDAQ Leading int term Bullish

January  13, 2023 QE Triple 7 0 Thrust 1-80 day s Bullish

January  13, 2023 Deemer Breakaway  Momentum 1-6 months Bullish

January  13, 2023 Whaley  ADT5 > 7 3.66 1-12 months Bullish

December 1 , 2022 SPX goes from < 15% above 50 to > 90% 1-6 months Bullish

October 31, 2022 Best 6 Months 3rd Y r. Pres Cy cle 1-6 months Bullish

March 14, 2022 Fed Hawkish / QE done int term Bearish

Dropped Tonight (expired, tgt hit, or avg ddn + 1 std dev exceeded) 

December 2, 2022 SPX 50-day  %b crosses over 100 1-50 day s Bullish 4.90% -4.35% -8.80%

February  17 , 2023 3rd 1% dn day  in last 10 1  day Bullish

February  17 , 2023 Big drop on poor breadth to 4-low < 200 1 day Bullish
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The curve is certainly choppy, but it has worked its way from lower left to upper right. I find the 

overall evidence strong enough to add it to the Active List as a 1-day edge. 

 

Friday also marked the 1st time SPX closed at a 10-day low since December 28th.  Before Friday, 

SPX had gone 34 trading days without closing at a 10-day low.  That is a long time.  Historically 

the 1st pullback to a 10-day low after a long time without one has provided a solid upside edge.  In 

the past I also found that the edge is more prevalent when SPX has been trending than when it has 

been chopping sideways for an extended period.  I used ADX to determine trend strength.  I found 

that a reading of 20 or higher seemed to be a decent filter.  I last shared the study below in the 

11/29/21 letter. Results are updated. 
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The numbers here are quite good, suggesting a short-term upside edge.  Below is an 8-day profit 

curve. 

 

 

 

This curve appears very steady and persistent. I have also added this study to the active list. 

 

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 remained 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 stayed long at the close.  

 

Based on the current active studies, expectations are set to remain positive on Tuesday. This could 

easily change if new bearish evidence emerges. Meanwhile, the Differential Pivot will 4150.54 on 

Tuesday. That is 1.75% above Friday’s close. Therefore, SPX will need to close up a sizable 1.75% 

on Tuesday if it is to flip from oversold to overbought vs recent expectations. 

 

So the Aggregator is bullish. There is some evidence pointing higher, and SPX is fairly oversold 

at this point. I believe there is a solid upside edge. I’d probably be more excited if we did not see 

that afternoon rebound on Friday, but the edge still seems solid enough that I will look to start 

scaling into a long index trade if I can get a favorable fill.  
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Intermediate-term Outlook (2 weeks – 2 months) – updated 2/21 – bullish 

Combo #1 Combo #2 Combo #3

Long Long Long  
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 “long”.  

 

This past week was mixed for the major indices. The SPX declined 0.3%, the NASDAQ rose 0.6%, 

and the Russell 2000 gained 1.4%. Bonds struggled. The US Aggregate Bond ETF (AGG) posted 

a loss of 0.4%. This was its 4th consecutive weekly loss after a strong start to the year. TLT, the 

20-year Treasury Bond ETF fell 1.0%. This was just the 2nd consecutive losing week for TLT. The 

stock indices all still remain above their 200-day moving averages, suggesting the uptrend is still 

in place. There were no new studies with intermediate-term implications that triggered in 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 over $33 billion with a big chunk of bonds rolling off the books 

mid-month. This upcoming week should see a much smaller decline in the SOMA. Below is an 

updated SOMA/SPX chart looking back to 2008. 

 

 

 

The Fed is now in the midst of what will likely be the largest ever reduction in the size of the 

SOMA. The pace of the decline is high and is expected to remain high for a while. Additionally, 

the Fed has been increasing rates. Coming into this week the market was hopeful tha 1 or 2 more 

quart-point hikes would be all for the Fed. But inflation numbers remain high, and we heard some 

tough talk from Fed members. The market is now anticipating that more tightening maybe in the 

cards. When the Fed claims they are “data dependent”, any change in the data is capable of creates 

a big swing in prices and sentiment. Overall, Fed policy continues to be a large bearish factor. 

 

My intermediate-term outlook has not changed since last week. Uptrends remain intact. Current 

NASDAQ leadership is a positive. There are several breadth thrust signals active as well. So we 

continue to see bullish evidence in the form of trend, leadership, breadth, and momentum. The big 

negative remains the Fed. If the negative influence of the Fed (or higher inflation or a failing 

economy) is to assert itself, that will show up in the breadth/momentum/leadership/trend indicators 

starting to fail/turn. Until that begins to happen, I will continue to side with the bulls. This means 

I will trade longs more aggressively and shorts more conservatively. 
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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. 

 

SPY – Buy ¼ index position @ $407.26 LIMIT. From the trade ideas section above, I will look 

to add some long exposure on Tuesday if I can get filled at or below Friday’s closing price.  

 

 

Current Open Trade Ideas 

None 
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