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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Long 6  
 

 

Tonight’s Research Points  

       

• Multiple studies are pointing to an oversold bounce. 

• The Fed is on tap this week, and we will likely get confirmation of the end of the QE 

schedule. 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish. I like the long side. I am holding some long exposure to try and take 

advantage of a probable bounce. 
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The Evidence 

Friday was a tough day…like every other this past week. The SPX lost 1.9%, the NASDAQ 

dropped 2.7%, and the Russell 2000 tumbled 1.8%. Breadth was negative with the NYSE Up 

Issues % coming in at 20% and the Up Volume % at 12%. NYSE total volume rose strongly as it 

often does on opex Friday. 

 

Quite a bit triggered in the Quantifinder. I’ll discuss some of the more compelling studies. 

 

Thursday night I showed a study that looked at SPX closing at a 50-day low while the 2-day RSI 

finished under 2. The happened again on Friday, triggering the study below, which was last seen 

in the 2/27/20 subscriber letter. Results are updated. 

 

 

 

Instances are a little lower than I typically like, but the numbers are incredibly bullish and seem 

worthy of consideration. Below I have listed all 16 instances assuming a 3-day holding period. 
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This has shown a strong edge over time. Of course the last instance saw the market completely fall 

apart after the 3-day period as March 2020 broke all kinds of records for market selloffs. But most 

instances have been far less dramatic and the market has seen some nice bounces over the 3-day 

period and beyond. 

 

There were also a few studies suggesting negative breadth readings have reached an extreme. I 

constructed the one below to describe the current setup. 
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There have been some sizable next-day moves higher after this setup, though the curve is certainly 

choppy. Still, the negative breadth is worth considering, and if it continues, I suspect I’ll be talking 

about it more in the coming days. 

 

One concept I have discussed a number of times in the past is that when short-term moves that are 

already a bit extended see a quick acceleration, it often leads to a reversal. Both SPY and QQQ 

made at least there fifth lower low on Thursday. They also suffered their worst decline of the short-

term down move. This triggered the study below. Both the SPY and NASDAQ versions were last 

discussed in the 3/14/14 letter. First let's look at the SPY setup. 

 

 
 

The numbers here look very strong. I also produced the profit curve for the 3-day holding period. 
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I like this curve. Next let’s look at the QQQ version. 
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Decent odds of a quick pop here as well. But the QQQ instances have really shown an edge over 

the intermediate-term. Below is the full list of 20-day instances. 
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Four weeks out the average trade has produced a gain in the QQQ of over 6%. Often the outsized gains 

were partially due to the volatile environment that was present when the study triggered. Many of these 

occurred during the wild 2000 – 2002 bear market in the Nasdaq. Let’s hope we are not going back to 

a time like that. But even if we are, there is a chance we could see a relief rally here for the next few 

weeks, like was seen back then. 

 

So we have a good amount of evidence suggesting a short-term low is here or near. But there are a few 

things we are still not seeing. The CBI just hit 6. That’s not terribly high. I have always viewed 10+ as 

an extremely high number where a sizable upside edge emerged. Additionally, while some of the 

studies are “washout”-type setups (like the SPY making 5 lower lows and today being the biggest drop 

of the decline), the big drop is not all that big. Friday’s selloff was less than 2% in SPX. Lastly, the 

VIX has still not even hit 30. The selling recently has been relentless, but there is still a chance that the 

“throw in the towel” capitulation has not arrived yet. Often you see a 3% or larger 1-day drop and a 

spike in the CBI, and the VIX. The late November / early December selloff scared the market more 

than this one so far. So despite a good amount of evidence suggesting a bounce, there remains a real 

possibility that things get even worse before the washout and reflex bounce finally occur. I anticipate 

we are close. And many of my models got me into positions a bit early. So I would love to see an 

immediate bounce. And odds favor that. But there is a possibility of more pain before the bounce 

arrives. 

 

I have updated the Aggregator chart below.   

 

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 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 still very far above zero. The positive Differential Line reading means that SPX is strongly 

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 

Monday. This is highly unlike to change. Meanwhile, the Differential Pivot will be 4552.10 on 

Monday. That is 3.5% above Friday’s close. Therefore, SPX will need to close up 3.5% on Monday 

to flip from oversold to overbought vs recent expectations. A move that large is unlikely. A more 

likely scenario for working off the oversold condition is a multi-day rally or consolidation. 

 

So the Aggregator is still long. We should get a bounce at some point shortly. But there is still a 

danger that a big down day that spikes the VIX even further will happen before the big reversal. If 

Monday is a big down day, I’ll look to buy some more at the close. If not, I’m content to just hold 

onto my current index position. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 1/24 – neutral 

Combo #1 Combo #2 Combo #3

Long Long Flat  
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.)  This week 

there were no changes to the Combo Systems.  

 

This past week was a rough one for the indices. The SPX lost 5.7%, the NASDAQ tumbled 7.55%, 

and the Russell 2000 dropped 8.1%. All the indices are now below their long-term moving 

averages and at multi-month lows. The trend has turned fairly quickly. Other than the QQQ study 

discussed above, there were a few other studies with intermediate-term implications that triggered 

this week. 

 

This 1st on was from the 1/19/22 letter. 

 

The SPX has made some sizable moves over the last couple of weeks as volatility has been high. It 

is unusual to see such high volatility when the SPX is trading above its 200ma. Tuesday marked 

the 3rd day in the last 9 in which SPX closed down over 1%. In the 10/1/21 letter I looked back at 

other times where SPX closed down more than 1% for the 3rd time in the last 10 days, but above 

its 200ma. Results appeared compelling both short and intermediate-term. Below are updated 

results of that study. 

 

http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-1/intro/
http://quantifiableedges.com/module-4/combining-price-seasonality/
http://quantifiableedges.com/module-4/market-timing-course-downloads/
http://quantifiableedges.com/module-4/market-timing-course-downloads/


Quantifiable Edges, LLC                           10 Boyden Rd., Medfield, Massachusetts   02052                                       781-956-6952 

 

 
 

Often the next day has seen a bounce. Then chop for the next 3 days or so. And then the market 

has often risen for the next few weeks... 
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… I have added this study to both the short and intermediate-term active lists. 

 

Another study appeared in the 1/21 letter. I have copied it below. 

 

Thursday’s strong selloff also saw an old study trigger that examined the recent strongly negative 

NASDAQ breadth. It uses a 10-period exponential moving average of the NASDAQ Up Issues %. 

It found that when this number gets oversold at the same time the NASDAQ is hitting long-term 

lows, that has typically been followed by a move up. Last seen in the 1/19/16 letter I have updated 

the research below. 
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Nineteen days later we see 16 of 20 instances higher, and the average of those 16 instances saw 

the market up 7.7%. The four instances that did not close higher, were down 9.5% on average. 

Here is a list of all the instances. 
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We see here some massive rallies and some epic fails. Volatility is high and we could see a strong 

move occur in either direction. The more likely direction is up, but it could get even uglier if it 

goes the other way. 
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In the 1/20/22 letter I discussed the Russell 2000 “Death Cross”, which happened on the 19th.  

 

I have seen a fair amount of hubbub about the Russell “Death Cross” that is happening today and 

the potential bearish implications for the market.  A “Death Cross” is a catchy (though perhaps 

not terribly accurate) term for when the 50-day moving average of a security cross below its 200-

day moving average.  It is being promoted as a warning of a potential bear market.  Of course all 

bear markets will see this happen at some point, because a bear market is an extended decline.  

But the real question when considering the implications of the Death Cross are whether it serves 

any value in predicting a bear market.  A few years ago I did an examination of past Russell Death 

Crosses, and what they meant for the S&P 500. I have updated that study from the 10/4/19 letter 

below. 

 

Both of my data sources show Russell data back to late 1987.  And since I need 200 days to 

calculate a 200-day moving average, the earliest the study could look back to was 1988. 

 

Here is the list of all Russell Death Crosses and how the SPX performed from the time of the initial 

cross until the Russell Death Cross was no longer in effect (meaning the 50-day moving average 

closed back above the 200-day moving average). 
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Twenty-one winners.  Only three losers.  So 87.5% of the “predictions” were wrong.  Here is a 

look at the summary stats and a profit curve for this setup. 

 

 
 

I am having a hard time seeing the Russell 2000 Death Cross as a bearish indication.  You would 

have a much easier time convincing me this is a bullish indication for the intermediate-term.  (I 

don’t really view it as bullish though.  Drawdowns were generally sizable, even for a good portion 

of the “winners”.)  

 

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

found below. 
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This past week saw the SOMA rise by $81 billion. That is likely the largest week we are going to 

see for a very long time. At the Fed meeting announcement on Wednesday it is expected they will 

reduce the purchases in February to $30 billion total, and then be at $0 in March. March could also 

be the 1st rate hike. Below is an updated SOMA/SPX chart from 2008 – present. 
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The SOMA is now nearing the end of the largest expansion in history. And that may be confirmed 

by the Fed on Wednesday. Additionally, we are looking at a strong likelihood of 3-4 interest rate 

increases in 2022 to combat inflationary pressures. The Fed has been working to stimulate the 

economy for a long time now, and that has greatly benefitted the stock market. Soon the market 

will have to rely on things like a strong economy, and increasing corporate profits to help the stock 

market rally, because the massive liquidity infusions from the Fed will be a thing of the past. And 

with this realization over the last few weeks, we have seen a strong negative reaction. There will 

be good and bad runs for the market in 2022, but was are already seeing that the bad runs are worse 

than any since the 2020 COVID Crash.  

 

Action this past week again did not greatly change my intermediate-term outlook. Seasonality still 

appears generally positive, and we had several new studies trigger with bullish intermediate-term 

implications. But most trend indicators are down. (The Golden Cross is still in effect for the SPX 

and the NASDAQ.) The Fed taking a more hawkish approach is not an outright negative yet. They 

are still pumping. But it will be soon.  I will keep my bias “neutral” for the time being, and remain 

open to trades in either direction. I’ll also remain alert to new intermediate-term bullish or bearish 

evidence that emerges. 



Quantifiable Edges, LLC                           10 Boyden Rd., Medfield, Massachusetts   02052                                       781-956-6952 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

Open Catapult Triggers 

AVGO – 1/3 @ $597.19 (bought @ limit) 

NFLX – 1/3 @ $519.20 (bought @ limit) 

AVGO – 1/3 @ $596.37 (bought @ limit) 

AVGO – 1/3 @ $596.37 (bought @ limit) 

New 

NFLX – 1/3 @ $397.50 (buy @ limit) 

F – 1/3 @ $20.65 (buy @ limit) 

 

 

Broad Market Large Cap CBI – 6(AVGO-3, NFLX-2, F) 

 

 

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. 

 

NFLX – Buy 1/3 Catapult position @ $397.50 LIMIT. From the Catapult section above, this is 

the 2nd of up to 3 possible lots of NFLX. 

 

F – Buy 1/3 Catapult position @ $20.65 LIMIT. From the Catapult section above, this is the 

1st of up to 3 possible lots of F. 

 

SPY – Buy ¼ Index position @ $429.20 LIMIT ON CLOSE. Based on the short-term outlook 

above, I’ll buy more on Monday if we get another big down day (of about 2% or more). 

 

 

Current Open Trade Ideas 

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

AVGO(1/3) 1/14/2022 $595.78 $533.23 -10.50% Catapult

NFLX(1/3) 1/14/2022 $517.60 $397.50 -23.20% Catapult

AVGO(1/3) 1/18/2022 $588.32 $533.23 -9.36% Catapult

SPY(1/4) 1/18/2022 $459.74 $437.98 -4.73% Aggregator

SPY(1/4) 1/19/2022 $451.75 $437.98 -3.05% Aggregator

AVGO(1/3) 1/19/2022 $577.79 $533.23 -7.71% Catapult

 
 

 

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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