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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 0  
 

 

Tonight’s Research Points  

    

• SPY’s unfilled gap up and move higher happened in a way that suggests a solid probability 

of more upside follow-through, but perhaps not on day 1. 

• Strong seasonality kicked in at the close on Tuesday. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish. Evidence is solid, but the market is already nearing short-term 

overbought. So we could easily see the Aggregator formation turn neutral on Wednesday. 
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Summary of Recent Active Studies (see Letters from listed dates for details)   

   
 

 

The Evidence 

Tuesday was a big rebound day. The SPX finished up 1.8%, the NASDAQ gained 2.4%, and the 

Russell 2000 rallied 2.95%. Breadth was strong with the NYSE Up Issues % coming in at 81% 

and the Up Volume % at 86%. NYSE total volume declined some from Monday’s level. 

 

Tuesday’s rally was marked by the fact that it featured an unfilled gap up and a further rise after 

the open.  I have looked at setups like this a number of times in the past.  A couple of things that 

make this unfilled gap up appealing are that 1) it came from a short-term low, but not an 

intermediate-to-long-term low, and  2) it closed below the 10ma.  The study below was last seen 

in the 11/30/21 letter.  It looked at situations just like the current one.  I have updated all the stats. 

 

 

 

Study  Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

December 22, 2021 Unfilled gap up from 10-low < 10ma 1-5 day s Bullish 1.60% -1.40% -2.55%

December 22, 2021 Twas 3 Nights Before Christmas 1-8 day s Bullish 2.40% -1.20% -2.40%

December 21, 2021 Dn 3. Big drop. 10-low 1-5 day s Bullish 2.10% -1.30% -2.90%

Active - Long Term

December 13, 2021 Dec opex wk + 2 more weeks bullish 1-15 day s Bullish 3.30% -1.80% -4.00%

November 22, 2021 Hindenburg Omen Cluster 1-35 day s Bearish -6.90% 3.20% 5.80%

November 8, 2021 QE4 tapering int term Bullish but Weakening

November 4, 2021 SPX 50-day  %b > 100 1-50 day s Bullish

November 1 , 2021 Best 6 Months 1-6 months Bullish

July  9, 2020 Golden Cross int term Bullish

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

Decem ber 21, 2021 Dn 3. Unfilled gap lower. 10-low. 1-2 days Bullish  

Decem ber 21, 2021 Dn 3. 10-low. Not 20-low. Monday 1-2 days Bullish

December 20, 2021 Gap dn to 5 low. Close < open > 200ma 1-2 day s Bullish
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Indications here are bullish across the board. It is impressive that nearly every instance saw a 

continuation of the rally at some point in the next week. I will note that the current instance did 

post a 20-day closing low, but it just missed making the 20-day intraday low used as a filter in the 

study.  Below is an equity curve that assumes a 4-day holding period. 

 

 

 

That is a nice move from lower left to upper right over a long period of time.   

 

Also in the 11/30/21 subscriber letter I examined instances that hit not only 10-day lows, but also 

20-day lows before the bounce occurred. Such bounces from 20-day lows tended to do a poor job 

of following through with more upside. This can be seen in the results table below.  
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In the 11/30/21 subscriber letter I also showed the importance of closing below the 10-day moving 

average, as opposed to above it. To do that I took the first study I showed and simply flipped that 

filter. Those results can be seen below. 

 

 

 

As you can clearly see, instances like this did not provide a reliable upside edge either.  Part of the 

reason for this is likely that such strong bounces alleviate the oversold condition that may have 

been partially responsible for creating the upside edge. Perhaps fortunately for bulls, SPY appears 

to have bounced "just right" on Tuesday. 

 

Tonight marks the beginning of the “’Twas 3 Night’s Before Christmas” study that I showed in 

Sunday’s letter. I have copied it again below.  

 

The study below is the “Twas 3 Nights Before Christmas” study. I have shown it each year in the 

letter.  It will trigger on Tuesday’s close.  I show here how it has performed for a few of the major 

indices.  First…SPX. 
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The stats all appear quite strong.  But as I discussed a few times recently, smallcaps rule this time 

of year (and we sure saw that on Friday). So let’s examine some other indices.  First let’s look at 

the Russell 2000. 

 

 

 

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. 
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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.   

 

I have updated the Aggregator chart below.   

 

 
 

With tonight’s evidence considered, the green Aggregator Line held above zero. Positive readings 

mean net expectations are for upside over the next few days.  Meanwhile the black Differential 

Line is also remained 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 studies on the active list, expectations are scheduled to remain positive on 

Wednesday. This is unlikely to change, unless some very compelling new bearish evidence 

emerges. Meanwhile, the Differential Pivot will be inverted at 4633.34 on Wednesday. That is 

0.3% below Tuesday’s close. An inverted pivot means that the Differential Line will cross through 

zero if SPX closes flat. In this case, SPX will need to close down over 0.3% in order to remain 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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oversold vs recent expectations. Anything other than that and it will flip to “overbought” vs 

expectations as of Wednesday’s close.  

 

So the Aggregator is again bullish. But the inverted pivot limits potential upside. Since inverted 

pivots mean the bullish signal will expire with any up day (and even a small down day), I 

sometimes look to take profits a little early in these situations. But with two new bullish studies 

triggering tonight, I will look to hold on until near the close before exiting my QQQ position. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 12/20 – somewhat bullish 

The intermediate-term outlook was last updated in the 12/20/21 Letter.  It can be found in the most 

recent weekly letter on the website. 

 

 

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 

Symbol Entry Date Entry Price Current Price % Gain/Loss Notes

QQQ(1/4) 12/20/2021 $379.57 $389.21 2.54% sell @ $389.22 limit on close

 
 

 

 

http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/current-weekly-letter/
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
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ECA may not transact business in states where it is not appropriately registered, excluded or exempted from registration. Individualized responses 

to persons that involve either the effecting of transaction in securities, or the rendering of personalized investment advice for compensation, will 
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