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Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

 

Tonight’s Research Points  

          

 

• Very mild 2-day declines from 50-day highs have typically been followed by mild rises 

over the next couple of days. 

• There has been a big breadth turnaround over the last 6 weeks, and that appears to be a 

positive sign for the intermediate-term. 

• Price momentum, as measured by Bollinger %b reached a point where we often see 

further gains. 

• The SOMA declined strongly once again as QT continues. 

• December is a strong seasonal month, especially from the 19th on. 

 
 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral. Evidence is mixed but tilting higher. SPX is overbought. I don’t see a 

sizable short-term edge. Same as last night. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

 
 

 

The Evidence 

Friday started with a big gap down following the jobs report, but the market rose throughout the 

day and the indices finished mixed. The SPX dipped 0.1%, the NASDAQ lost 0.2%, and the 

Russell 2000 gained 0.6%. Breadth was positive with the NYSE Up Issues % coming in at 54% 

and the Up Volume % at 60%. NYSE total volume declined for the 2nd day in a row. 

 

SPX closed at a 50-day high 2 days ago, and while it has closed lower the last 2 days, the combined 

2-day selloff has it only 0.21% below Wednesday’s close.  Often if an uptrending market tries to 

pull back, and it just cannot, then the next move will often be higher.  Tonight I looked at other 

instances of SPX closing down 2 days in a row from a 50-day high, but still closing less than 0.25% 

below that closing high.  This study was last seen in the 2/18/21 letter. Updated results can be seen 

below. 

 

 
 

The stats suggest a propensity for a rise over the next 2 days.  Below is a look at the 2-day profit 

curve. 

 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

December 5, 2022 1-Day  up 1 .5% then sideways 2 days 1-5 days Bearish

December 5, 2022 Small 2-day  pullback from 50-day  high 1-2 days Bullish

December 1 , 2022 5 low to 50 high in 1  day 1-4 days Bearish

December 1 , 2022 Up 3% on highest volume in 20 days 1-5 days Bullish

December 1 , 2022 End month at high of month 1-5 days Bullish

Active - Long Term

December 2, 2022 SPX 50-day  %b crosses over 100 1-50 days Bullish 4.90% -4.35% -8.80%

December 1 , 2022 SPX goes from < 15% above 50 to > 90% 1-6 months Bullish

October 31, 2022 Best 6 Months 3rd Y r. Pres Cycle 1-6 months Bullish

March 14, 2022 Fed Hawkish / QE done int term Bearish
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The strong, steady upslope serves as some confirmation of the upside edge.  So while a deeper 

pullback could happen, this study indicates that is not likely. 

 

But there was also some bearish evidence. The study below was from way back in the 11/23/12 

letter. It looked at times that a big 1-day gain was followed by two days of sideways movement. 

Stats are updated. 

 

 
 

Results appear to be squarely negative. Below is an equity curve using a 5-day exit strategy. 
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The long, persistent move lower is impressive. This study seems to be worth some consideration. 

I have also added this one to the active list tonight. 

 

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 this weekend’s evidence considered, the green Aggregator Line remained above zero. 

Positive readings mean expectations are for upside over the next few days.  Meanwhile the black 

Differential Line held below zero. The negative Differential Line reading means that SPX is 

overbought versus recent expectations. So expectations are positive but SPX is overbought.  This 

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

lines close on opposite sides of zero. Therefore, the Aggregator formation stayed flat at the close.  

 

Based on the current list of active studies, expectations are set to remain positive on Monday. This 

could easily change if compelling new bearish evidence emerges. Meanwhile, the Differential 

Pivot will be inverted at 4096.78 on Monday. That is 0.6% above Friday’s close. An inverted pivot 

means that the Differential Line will cross through zero if SPX closes flat. In this case, SPX is 

going to need to close up over 0.6% on Monday in order to remain overbought vs recent 

expectations. Anything other than that and it will be considered “oversold” as of Monday’s close. 

 

So the Aggregator is neutral. There are several opposing studies and the Differential Pivot is 

inverted. The means lots of conflict and no clear edge with favorable reward/risk. I am flat on my 

index positions and will look to remain that way for now.  
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Intermediate-term Outlook (2 weeks – 2 months) – updated 12/5 – slightly bullish 

Combo #1 Combo #2 Combo #3

Flat Flat 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 

all 3 combo systems remained “flat”.  

 

This past week saw gains for the major indices. The SPX rallied 1.1%, the NASDAQ climbed 

2.1%, and the Russell 2000 rose 1.3%. Bonds managed gains for the 4th week in a row. The US 

Aggregate Bond ETF (AGG) climbed 1.5%, and TLT, the 20-year Treasury Bond ETF jumped 

4.3%. The S&P 500 moved up through its 200-day moving average on Wednesday. The NASDAQ 

and Russell are getting close. There were a few studies this week that emerged with intermediate-

term implications.  

 

The one below was from Thursday night’s letter: 

 

I will also note that the strong breadth we have seen of late has caused the percent of S&P 500 

stocks trading above their 50ma to spike above 90%.This actually occurred on Wednesday. The 

% of SPX stocks above the 50ma was under 15% as recently at October 14th. Below is a study from 

mid-August that looks at similar breadth turnarounds. 

 

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/
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This last instance has been by far the worst of the bunch. Perhaps it is getting itself back on track 

with the recent rally. A 2nd such breadth turnaround has not happened before in such a short 

amount of time. Overall, this seems to be strong evidence for the intermediate-term. I have added 

the study to the intermediate-term active list. 

 

On Wednesday night we saw this study suggest and intermediate-term edge: 

 

One interesting study that triggered in the Quantifinder looked at the SPX closing price in relation 

to its 50-day Bollinger Bands. In it I used 2 standard deviations in the Bollinger Band calculation. 

I used %b to measure where we fell. For those unaware, %b simply measures the distance between 

the 2 bands. So a reading of 0 means price is right at the lower band. A reading of 100 is right at 

the upper band. A reading of 50 would be right at the moving average being used – in this case 

the 50ma. So a move 2 standard deviations above the 50ma would be a %b reading of 100. I last 

featured this study in the 8/15/22 letter. Due to the late hour, I did not update this study tonight. 
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Results generally appear moderately bullish. They seem to suggest that the kind of strong 

momentum that would have SPX closing above its 50-day Bollinger Band favors more upside over 

a possible reversal. The “% Profitable” is not terribly high, but I produced a profit curve below 

to see how the edge has played out over time. 

 

 
 

That’s a pretty steady upslope for a study without a very high “% Profitable”. Overall, I like this 

study enough to add it to the intermediate-term active list. 
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I also thought it would be a good idea to check out the QE December Seasonality Calendar for 

SPX. 

 

 

 

December is typically viewed as a strong month for the market. You’ll hear a lot of talk about the 

“Santa Claus” rally. In the next few weeks I will cover in detail the late December tendencies. Just 

looking at the Seasonality Calendar, you can see that the numbers starting on the 19th are quite 

strong through the end of the year. These next couple of weeks are pretty mixed though. 

 

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 week the SOMA declined by a very large $32 billion. Below is an updated SOMA/SPX chart 

looking back to 2008. 
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The Fed is now in the midst of what could end up as the largest ever reduction in the size of the 

SOMA. The pace of the decline is high and is expected to remain high for a while. Overall, the 

Fed is no friend to the market, and they won’t be for as long as they remain hawkish.  

 

So we had a few things occur this past week that would seem to favor the bullish case. The 

Bollinger %b study suggests positive momentum that could carry the rally further. The breadth 

turnaround study looks to be substantially bullish. And the fact that SPX is finally back above its 

200ma shows that price action has improved. Seasonality also remains positive. Concerns remain, 

though. The NASDAQ has yet to retake leadership from the SPX, and that has often been 

problematic. Additionally, and most concerning in my view, is the Fed. Both the QT program and 

rising interest rates are putting stress on the market and the economy. So I will lean slightly bullish 

for now with breadth, momentum, and seasonality all favorable. I could easily jump back to neutral 

or even bearish if we see price action faltering. The slightly bullish bias means I will be a bit more 

selective with short trades than with long ones. 

 

 

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 

None 

 

 

 

http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
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