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Market Overview 
 

 
 

 

 

 

 

 

  
 

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

 

Tonight’s Research Points  

       

• Up 5 days in a row < a 50-day high is a setup that often sees continued momentum over 

the next few weeks. 

• We are entering a weak seasonal period. 

• Wednesday’s Fed day will show stronger odds for a rally if there is some selling leading 

up to it. 

• The SOMA rose and the there was a decline in reverse repos, essentially creating a QE 

effect with increased liquidity. QT is still here. We will see if the Fed changes that at all on 

Wednesday. 
 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral. I am as well. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

   
 

 

The Evidence 

Friday was a strong end to a strong week. The SPX gained 0.5%, the NASDAQ rallied 0.65%, and 

the Russell 2000 shot up 2.5%. Breadth was positive as the NYSE Up Issues % was 80% and the 

Up Volume % came in at 85%. NYSE total volume declined some from Thursday’s level. 

 

There were a few studies that examined the strong move we have seen over the last several days. 

While many measures (including our own Differential tool) will consider the market short-term 

overbought at this point, that does NOT mean it is primed for an immediate pullback. The study 

below recognized the move higher over the last few days and suggested the momentum is likely 

to continue. It was from the 8/15/24 letter, and it looked at 5 up days that closed above the 200ma, 

but failed to close at a 50-day high. I have updated the results below. 

 

 
 

Study Date Description Time span Bias

Avg Run-

up

Avg 

DrawDn

Avg DrawDn - 

1 Std Dev

Active - Short Term

September 16, 2024 SPX up 5 < 50-high. 5-day ROR > 3% 1-10 days Bullish 2.50% -1.40% -2.70%

September 13, 2024 4 days up. Close < 10-high. 1-4 days Bullish 1.85% -0.65% -1.40%

September 12, 2024 10-high then 4 down and 3 up < 7 ago 1-7 days Bullish 2.30% -1.00% -2.10%

September 9, 2024 Down 1.5% 2x in 10 days. 10-day low. 1-6 days Bullish 3.40% -1.80% -4.20%

Active - Long Term

September 16, 2024 SPX up 5 < 50-high. 5-day ROR > 3% 1-15 days Bullish 3.35% -1.60% -2.90%

August 12, 2024 SPX dn 4 weeks in a row > 40-week ma 1-10 weeks Bullish 8.70% -3.10% -7.10%

July 22, 2024 NASDAQ Lagging int term Neutral

July 15, 2024 Triple 70 Breadth Thrust 1-80 days Bullish 10.10% -4.80% -11.20%

July 8, 2024 NDX 18% above 200ma 1-90 days Bullish 14.50% -9.40% -18.90%

June 14, 2024 SPX new high with < 50% stocks > 100ma 1-18 months Bearish

April 29, 2024 May-October selloff potential when 5% dn 1-6 months Bearish

March 4, 2024 Jan & Feb both close positive 1-10 months Bullish

February 2, 2023 SPX Golden Cross int term Bullish

March 14, 2022 Fed Hawkish / QE done int term Bearish
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Though the 1st couple of days don’t show much of an edge, these results appear to suggest a pretty 

consistent upside tendency over the 1-3 week period. One thing that stands out about the current 

rally is that it has been quite powerful compared to most. Many of the 5-day moves in the study 

above occurred in low-volatility markets. In the 8/15/24 letter I also filtered further to see how 

results appeared when the move was fairly strong. I used a 3% threshold. The last 5 days have 

gained 4.0%. 

 

 
 

Results here are even more impressive than in the larger sample. The consistency and the size of 

the moves over the next 1-3 weeks is considerable. Below is a look at the 10 and 15-day profit 

curves. 
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That is a nice move from lower left to upper right in both cases. I have included this study on the 

short and intermediate-term active lists.  
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Next is a look at the QE Seasonality Calendar for SPX. 

 

 
 

Monday and Tuesday show positive numbers, and then things start to deteriorate. Of course 

Wednesday is a Fed Day. Fed Days have historically been bullish, but the edge has been stronger 

when the market sells off leading up to the Fed Day than times when it rallies into the Fed Day. 

I’ve shown this many times and several different ways over the years. But the bottom line is that 

the Fed Days odds will be a good bit stronger if we see a rough lead-up, with Tuesday’s action 

being especially important.  

 

The week starting Monday the 23rd is one I have dubbed the “weakest week” for many years. It 

has traditionally shown the worst returns since SPX options began trading in 1984, and back even 

further to the early 60s. I will discuss this in greater detail next week. But it is worth noting that 

we are approaching a time where the market has often struggled.  

 

I have updated the Aggregator chart below.   

https://quantifiableedges.com/the-weakest-week-2019-update/
http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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With tonight’s bullish evidence considered, the green Aggregator Line remained above zero. 

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

black Differential Line held 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 stayed flat at the close.  

 

Based on the current list of active studies, expectations are set to remain positive on Monday. This 

is unlikely to change. Meanwhile, the Differential Pivot will be 5607.74 on Monday. That is 0.3% 

below Friday’s close. Therefore, SPX will need to close down over 0.3% on Monday in order to 

flip from overbought to oversold versus recent expectations.  

 

So the Aggregator is again neutral. Compelling evidence is pointing higher, but the overbought 

SPX dampens reward/risk. So I am not inclined to look for new entries just yet. I’ll see how 

Monday plays out and what new evidence emerges while I wait for the next favorable entry 

opportunity. With such a weak seasonal period coming up, I will also likely be somewhat 

conservative with new long entries. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 9/16 – bullish 

Combo #1 Combo #2 Combo #3 Combo #4

Long SPY Long SPY Flat Long SPY  
Above is the status of the different Combination Signals from the Quantifiable Edges Market 

Timing Course.  Signals are long-term in nature.  All 4 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.  The Combo Systems all stayed 

the same as last week.  

 

This past saw a big rebound from the losses of the week before. The SPX rallied 4.0%, the 

NASDAQ shot up 5.95%, and the Russell 2000 (RUT) jumped 4.35%. Bonds also posted gains. 

The US Aggregate Bond ETF (AGG) closed up 0.5%. TLT, the 20-year Treasury Bond ETF, 

rallied 0.85%. The rally has brought SPX back to less than 1% from the July all-time high. So it 

won’t take much more upside to confirm the uptrend remains in place. The only new study to 

emerge with intermediate-term implications is the 5-day rally study discussed in the short-term 

section above. 

 

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

found below. 

 

 

 

The SOMA actually saw a very slight rise of $75 million this past week. That is not due to a policy 

change, but rather a calendar quirk. I expect to see a decent decline this upcoming week as there 

are $6 billion in treasuries set to mature on the 15th. Meanwhile, reverse repos declined by $58 
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billion. Combined for the week, SOMA and reverse repo action accounted for a $58 billion 

liquidity infusion. I discussed reverse repos impact on liquidity in the 4/8/24 letter. When they are 

rising, it tends to drain liquidity, and when they are falling, it acts as a liquidity injection. 

Throughout much of 2023 and the 1st quarter of 2024 reverse repos declined substantially and had 

a positive impact on liquidity. From early March through May the level of reverse repos remained 

about the same. The last few months we have seen the number chopping around, but it is now quite 

low, with only $279 billion outstanding as of Wednesday. Below is an updated SOMA-Reverse 

Repo and SPX chart looking back to 2008. 

 

 

 

Quantitative Tightening (QT) can still be a headwind to the market, but it is now at a lower level 

than we saw over the last couple of years. Reverse repo closeouts more than offset the QT from 

April 2023 through early March of 2024, and this helped provide fuel for the market rally. But 

they are starting to run low. Since early March, there has been a chopping around of the blue line, 

which looks at the SOMA level and subtracts the amount of outstanding reverse repos. If that line 

continues to head lower as reverse repos approach $0, then that could mean a liquidity headwind 

for the market. We will be on the lookout for changes in QT policy at upcoming Fed meetings. 

https://quantifiableedges.com/members/worq/2024-04-08%20QE%20Weekly%20Research%20Letter.pdf
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With regards to rates, odds moved substantially for the September meetings. September is now 

showing odds of 100% for a cut, and that is split 50/50 between 25 and 50 basis points. Last week 

the odds were 70/30. It is quite unusual for the odds to be so split just days before a Fed 

announcement. Normally the market has a strong opinion of the likely move. But November is 

showing a 77% chance that rates will be at least 75 basis points lower than they are now. That is a 

little bit stronger than we saw last week. This can be seen in the graphics below, courtesy of the 

CME Fedwatch tool. 
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As we have seen over and over, odds continually shift, so expect further refinement on the 

November odds as we get closer to that.  

 

At this point QT is still active. And rates have not yet begun to decline. The Fed seems as if it is 

about to start utilizing both a contractionary policy (QT) and a stimulative policy (lowering rates) 

at the same time. That is unusual, but not unprecedented.  

 

The last time it happened was in 2019. The Fed cut rates at their July 31st meeting. Meanwhile, 

QT was still active and the SOMA continued to decline until 9/25/2019. August and September 

that year were quite choppy. Net over the 7/30/2019 – 9/25/2019 period, the SPX lost about 0.9%.  

 

Last weekend I considered moving off my bullish bias to more neutral, but short-term evidence 

was so strong that I decided to wait a week and see if anything changed. It did. SPX is back near 

new highs, and we have a compelling momentum study that emerged on Friday. We are now just 

a few days away from the Fed changing from a potential bearish force to a neutral market force. 

There are also still a few bullish studies in place on the Active List from earlier in the year. Of 

course there are also some bearish forces, with seasonality being a standout at the moment. Still, 

with the weight of the evidence leaning bullish, I will be more conservative with short entries than 

I am with long entries. (And I may not be very aggressive to the long side for a few weeks here.) 
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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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