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Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Flat 50% Long XIV Flat Flat

 

 

Tonight’s Research Points 

 

 Another seasonal strength study is set to kick in at the close on Thursday. 

 

 

 

Short-term Outlook  

The Bottom Line 

Evidence remains bullish and the overbought condition could easily wear off as early as 

Thursday.  We are also entering a seasonally favorable time period.  If the market 

continues to decline on Thursday I will likely be looking to take a long position Friday 

morning. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

Study Date Description T im e span Bias Avg Max Move

Active

December 12, 2012 5 days up > 200ma & < 50-high 1-10 days Bullish 2.00%

Active - Long Term

December 12, 2012 5 days up > 200ma & < 50-high 1-15 days Bullish 2.80%

October 15, 2012 Breadth not diverging at top int term Bullish

September 17 , 2012 QE3 int term Bullish

February  1 , 2012 Golden Cross int term Bullish

Dropped Tonight  

December 19, 2012 10-high on strong breadth & vol 1  day Bullish

December 18, 2012 5-low to 10-high 1-2 days Bearish  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

 

The Evidence 

After 2 strong days of buying the market gave back some of its gains on Wednesday.  

The SPX lost 0.8% and the NASDAQ fell 0.3%, but the Russell 2000 finished just above 

breakeven, with a 0.2% gain.  Breadth was negative as the NYSE Up Issues % was 49% 

and the Up Volume % came in at 35%. Total NYSE volume fell some from Tuesday’s 

high level. 

 

The next seasonally strong period will begin on Thursday’s close.  The study below is the 

“Twas 3 Nights Before Christmas” study, and I have shown it each year in the letter.  

Results are updated. 
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The stats all appear quite strong.  I would note the “Max Losing Trade” column shows 

very mild numbers from days 1-8, with no decline being worse than 2.5%.  Below are 

profit curves using  5 and 8-day holding periods. 
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The strong, steady upslopes seem to confirm the bullish tendency.  But as I discussed 

Sunday night, smallcaps rule this time of year. So let’s examine some other indices.  First 

let’s look at the Russell 2000. 
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Results are substantially stronger here. And the Russell has never gone without providing 

an opportunity for a winning trade on a closing basis. Now the Nasdaq. 

 

 

 

Results just keep getting better.  And only once since the inception of the Nasdaq did it 

go without some kind of move up in the following week.   

 

Lastly, let’s look at the NDX.  
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Numbers here are similar to the Nasdaq Composite, but the 8-day profits are the best we 

see among any of the indices. 

 

Since this study does not kick in until Thursday’s close, it is not included on the Active 

List tonight, but will appear there tomorrow night.  

 

I have updated the AggregatorH chart below.    

 

 
 

The green Aggregator line is still squarely above 0. Positive readings mean net 

expectations from the Active List are for upside over the next few days. Meanwhile the 

black Differential Line remains in negative territory.  This means the SPX is still 

overbought versus recent expectations.  So net expectations are positive but the SPX is 

overbought. This is considered a neutral configuration. Neutral configurations are visible 

on the chart whenever both lines close on opposite sides of 0.  This caused the 

Aggregator system to remain flat at the close.   

 

Based on the current studies, expectations are set to remain bullish on Thursday.  Of 

course this could change if strong bearish evidence emerges.  The Differential Pivot will 

be 1,432.53 on Thursday.  This is only 0.2% below Wednesday’s close.  So it would not 

take much of a move lower Thursday to change the SPX to oversold. 

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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I’m hopeful that a down close on Thursday could allow for another buying opportunity.  

Oversold with positive expectations during a seasonally strong period is a setup I like.  I 

even considered listing a “buy on close” order in the Trade Ideas section at the bottom of 

the Letter.  But instead I’ll wait for tomorrow night to for both confirmation and to allow 

me to decide which index I would take a position in.   

 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 12/17– bullish 

The intermediate-term outlook was last updated in the 12/17 letter.  Link below: 

 2012-12-17 QE Subscriber Letter.pdf 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

none 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 0 

 

 

Additional New Trade Ideas 

A full listing of system triggers can be found at the system triggers 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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