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The Evidence 

The market quieted down some on Thursday as the major indices were hit with small 

losses. The SPX lost 0.2%, the Nasdaq dropped 0.4%, and the Russell 2000 fell 0.1%.  

Breadth was positive though as the NYSE Up Issues % was 56% and the Up Volume % 

came in at 52%. Volume fell some from Wednesday’s level. 

 

Thursday’s action led to some mixed studies in the Quantifinder. 

 

The study below looks at strong breadth on a day the SPX declines.  It last appeared in 

the 10/8/12 letter.  Results are updated. 

 

 

 

The edge isn’t huge, but it does appear to be worth a closer look. The equity curve below 

gives a better idea of how it has played out over time. 
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While the curve certainly appears choppy, it has persisted upwards.  I believe this study is 

worth taking into consideration and I’ve included it among the active studies. 

 

Thursday the VXO closed over 20% below its 10ma. This triggered the following study 

from the 3/25/11 Letter. 

 

 

 

Instances are very low, but all eight closed lower the next day (including yesterday’s). 

And looking out 2 days the edge appears even more pronounced. Below is a list of all the 

individual occurrences. It assumes a 1-day holding period. 
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In addition to the fact that they all closed down, I also note that the average drawdown 

the next day was over 3.5 times the average run-up. I also created the list for a 2-day 

holding period. 
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Here too the strong downside inclinations are confirmed. In this case the downside risk is 

about 5 1/2 times as much as upside reward. 

 

So we have 1 bullish and 1 bearish study being added to the Active List tonight. 

 

I have updated the AggregatorH chart below.    

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Tonight’s studies pushed the green Aggregator line slightly below 0. Negative readings 

mean net expectations from the Active List are for downside over the next few days. 

Meanwhile the black Differential Line is still extremely negative. The negative reading 

means the SPX is overbought versus recent expectations.  So net expectations are 

negative and the SPX is strongly overbought. This is considered a bearish configuration. 

Bearish configurations are visible on the chart whenever both lines close below 0.  This 

caused the Aggregator system to change from flat to short.   

 

Based on the current studies, expectations are set to turn back to bullish on Friday.  This 

could change if more bearish evidence emerges.  The Differential Pivot will be 1,432.09 

on Friday.  This is a strong 1.9% below Thursday's close.  It seems unlikely that we 

would have a drop of that magnitude on Friday. A more likely scenario in which the 

overbought condition could get worked off would involve a multi-day pullback or 

consolidation. 
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With the QE Buying Power Index currently in bullish territory and bearish expectations 

set to expire on Friday, I have no intention of taking a short signal. I intend to remain flat 

through the weekend.      

 

            

  

Intermediate-term Outlook (2 weeks – 2 months)– updated 12/31– bullish 

The intermediate-term outlook was last updated in the 12/31/12 Letter.  Link below: 

 2012-12-31 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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