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Market Overview 
 
 
 

 
 
 
 
 

  
  

Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long Short

 

 

 

Tonight’s Research Points 



 Low volume and tight range on a half-day before a holiday are not indicative 

of anything in particular. 

 A number of intermediate-term, studies emerged this past week favoring the 

bulls. 

 

 

 

Short-term Outlook  

The Bottom Line  

The market is overbought, but evidence is weakly bullish.  I don’t see a strong edge and 

am not looking to trade until I do. 
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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 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

December 24, 2015 QE Buy ing Power Short 1-6 day s Bearish

December 24, 2015 Up 3. Low range. <200 1-2 day s Bearish

December 24, 2015 Up 2% frm 3 ago. 3/10 HV < 0.25 1-6 day s Bullish 1.95% -1.20% -2.50%

December 23, 2015 Twas 3 Nights Before Christmas 1-8 day s Bullish

December 21, 2015 Gap -n- crap to bottom of 2-week range 1-5 day s Bullish

Active - Long Term

December 24, 2015 Up 3 day s. 90% up vol today 1-14 day s Bullish 3.40% -2.15% -3.80%

December 24, 2015 Up 2% frm 3 ago. 3/10 HV < 0.25 1-19 day s Bullish 4.50% -1.80% -3.60%

December 22, 2015 Golden Cross int term Bullish

December 14, 2015 Santa Rally thru Jan 2 Bullish

November 2, 2015 Best 6 months Nov-Apr Bullish

October 26, 2015 NASDAQ leading SPX int term Bullish

September 9, 2015 FTD on mild breadth & volume int term Bearish

November 3, 2014 Quantitative Easing Ends int term Bearish

July  22, 2013 New High Divergence (Study  of Tops) int term Bearish

Dropped Tonight  

December 21, 2015 Up 2 from 20-low < 3 ago 1-2 day s Bearish  
 

 

The Evidence 

The market was up for much of the day, but bad news out of the North Pole cause a 

strong selloff in the last 15 minutes, and the indices finished mixed.  The SPX lost 0.2%, 

the NASDAQ rose 0.1% and the Russell 2000 gained 0.2%.  Breadth was mixed as the 

NYSE Up Issues % came in at 56% and the Up Volume % was 41%. Total NYSE 

volume was very light as you would expect on Christmas Eve with an early close. 

 

The Quantifinder had several studies appear, but anything compelling had either a low 

range or low volume filter.  Low volume can be meaningful if it occurs on a typical day.  

But when you are dealing with a half-day leading up to a holiday, it is expected.  It is not 

a sign of complacency and it is not predictive.  It is simply “how things work” on days 

like Christmas Eve.  Therefore, I do not believe any of the studies that appeared in the 

Quantifinder are worth consideration at this time. 

 

I have updated the AggregatorH chart below.   

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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Without any new studies making the grade tonight the green Aggregator Line inched 

back above zero.  Positive readings mean net expectations from the Active List are for 

upside over the next few days.  Meanwhile the black Differential Line remained below 

zero.  The negative Differential Line reading means SPX is overbought versus recent 

expectations.  So expectations are positive but SPX is short-term overbought.  This is 

considered a neutral configuration. Neutral configurations are visible on the chart 

whenever both lines close on opposite sides of 0.  Therefore, the Aggregator signal turned 

from short to flat at the close.   

 

Based on the current studies, evidence is set to turn back to negative on Monday.  This 

could change if new bullish evidence emerges.  The Differential Pivot will be 2042.37on 

Monday.  That is 0.9% below Thursday’s close.  So for SPX to turn oversold on Monday 

it will need to close down at least 0.9%.   

 

The market is fairly overbought but evidence is mixed and not overly compelling for 

either direction.  The market is not offering what I would consider to be an enticing setup 

at this point.  I am sidelined for now and will remain so until a more favorable 

reward/risk scenario emerges. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 12/28 – 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.)  There were no changes this 

week and the combo systems are all still positive. 

 

The market put in solid gains this past week as it often does in the 2nd half of December.  

We also saw some action that made the intermediate-term look a little more optimistic. 

 

Below I have copied some notes from the 12/22 letter that examined the SPX Golden 

Cross. 

 

Of possible significance is the fact that SPX posted a Golden Cross on Tuesday 

afternoon.  A Golden Cross occurs when the 50ma crosses over the 200ma.  Having the 

50ma above the 200ma is commonly considered a bullish market condition – and 

generally it is.  I covered Golden Crosses in great detail in the Quantifiable Edges 

Market Timing Course (Lesson 2).  Below is a list of all Golden Crosses since 1961. 

 

http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-4/combining-price-seasonality/
http://quantifiableedges.com/module-4/combining-price-seasonality/
http://quantifiableedges.com/module-4/market-timing-course-downloads/
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A few things really stand out here.  First, the winning percentage is terrific with 23 

winners and only 5 losers.  Also with the winners substantially larger than the losers 

risk/reward is very good.  The profit factor on these trades is 19.73.  Just as notable is 

the fact that the golden cross has done exceptionally well over the last 10-12 years while 

the market has struggled.   

 

This also means that all of the Market Timing Course Indicators are now bullish.  Below 

is an updated stats table looking at holding the SPX long whenever this has been the 

case, dating back to 1971. 

 

 

 

The stats here are impressive.  Below is a look at a compounded profit curve. 
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The time-based curve looks appealing.  And here is the instance-based version. 

 

 

However I look at it, it appears nicely bullish. 
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On Wednesday we saw some more bullish evidence emerge.  The studies below are 

copied from the Wednesday night subscriber letter. 

 

On Wednesday the Quantifiable Edges 3/10 Offset HV indicator came in very low, which 

is fairly unusual considering we've seen a strong move higher over the last three days. 

This triggered the study below, which I last discussed in the 4/24/13 letter. 

 

 

 

The numbers here all seem to suggest an upside edge. I suppose to get the 3/10 Offset HV 

indicator that low while the market is rising so strongly would require some volatile 

activity prior to the bounce. That scary, volatile period will often pave the way for a 

continuation of the rally. Of course, I also wanted to take a look at the profit curves. 

Below are curves assuming 6-day and 19-day holding periods. 
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Both of these curves look pretty solid. I have added this study to both the short and long-

term active lists. 

 

The extremely high Up Volume % of 93% is also notable.  The next study looked at other 

times the SPX rose for at least 3 days in a row and the NYSE Up Volume % came in > 

90%. It was last seen in the 11/26/12 letter. I have updated the results below. 

 

 
 

 

We see mild results short-term but strong ones when you look out about 3 weeks.  Below 

is an equity curve assuming a 14-day holding period. 
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It appears Wednesday’s strong breadth is a positive sign for the intermediate-term.  I 

have listed it as a factor on the Active Studies list. 

 

As I do each week, I have updated our Fed SOMA charts below.  Below is a description 

for those who are new to these charts or who may want a refresher. 

 

SOMA stands for System Open Market Account.  It is the account at the Fed that contains 

all of its bond purchase holdings.  We have tracked Fed purchases for several years, and 

as is evident in the charts below, the stock market has consistently reacted positively 

when the Fed has been buying securities in the open market and increasing the size of its 

account.  When the account has declined, the market has struggled.  The obvious 

takeaway has been “don’t fight the Fed”.  As far as intermediate-term indicators go, this 

has been as good as anything in recent years. 

 

While the Fed is not making new QE purchases any longer, it is continuing to reinvest 

maturities.  Therefore, the total assets in their System Open Market Account (SOMA) has 

not begun to dive like the old Quantifiable Edges POMO indicators did.  Below are long 

and short-term views of SOMA and SPX.   First, the long-term view (back to 2003). 
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And now the zoomed-in view (2012 – present). 
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The Fed raised interest rates a couple of weeks ago, but it has also been reinvesting 

maturities in the SOMA and growing it over the last couple of weeks.  This week total 

SOMA value moved up to nearly reach the high achieved in mid-October.  Flat or 

declining SOMA readings over the last few years have led to market struggles.  But a 

rising SOMA has consistently led to gains.  It will be interesting to see how the SOMA 

changes in the coming weeks.  Will the Fed continue to offset rising rates with increased 

SOMA liquidity?  Or will the tightening policy hit the SOMA as well?  Of course I will 

continue to keep a close eye to see if the SOMA goes on to new highs (bullish) or 

whether it reverses and starts heading lower with new policies in place (bearish). 

 

Intermediate-term indications remain split. But the bulls are seeing more things point in 

their favor.  The Golden Cross, the relatively low-volatility rally, and the breadth thrust 

on Wednesday are all good signs for the bulls.    Additionally, intermediate-term 

seasonality remains favorable and the NASDAQ is still leading, leaving the Market 

Timing Course indicators 100% bullish.  The bears can still point to the FTD study from 

a while back, the questionable Fed support, and the old breadth divergence study.  None 

of these appear strongly bearish on their own.  Overall, it appears the bulls have more 

going for them than the bears do.  I am tentatively bullish, but could move off that stance 

if evidence begins to swing the other way.  For now, I will be more aggressive with long 

trades, and will only take shorts if the edge appears very compelling.    
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