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Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook | (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh  Bearish Bullish

Signals Overview

Aggregator CBI Reading

Long 0

Tonight’s Research Points

e No compelling new evidence emerged on Tuesday.
e “Twas 3 Nights Before Christmas” bullish seasonality will trigger at the close on
Wednesday.

Short-term Outlook
The Bottom Line
The Aggregator is bullish. I believe there is an upside edge.
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The Evidence

Tuesday barely eeked out a turnaround. The SPX rose 0.1%, the NASDAQ was basically flat,
rising 0.01%, and the Russell 2000 gained 0.5%. Breadth was negative with the NYSE Up Issues
% coming in at 53% and the Up Volume % at 61%. NYSE total volume declined for the 2" day
in arow.

The quiet action did not generate any compelling new studies. The Quantifinder identified a couple
of bearish studies. But when | took a fresh look at them tonight, recent instances were choppy and
the results appeared much less appealing. Sometimes a 0.1% return on the day really does not
suggest any kind of substantial edge.

The study below is the “Twas 3 Nights Before Christmas” study. I have shown it each year in the
letter. It will trigger on Wednesday’s close. I show here how it has performed for a few of the
major indices. First...SPX.

Buy SPX on close 3 trading sessions befare Christmas.
Sell X days later. $100k/trade 1987 - present.

All: Al All: Al Max | Al Max | All Avg All: Avg Al

X nELE Tntﬁl W’innling Lnsiﬁg — Winning Lesing Winning Lasing Win/Loss - o HETD
Days Proft  rrades Trades Trages| | °taci Trade Trade Trade Trade Ratio || o acter  Trade
10| 40,758.80 35 27 2 77.14| TB30.30| -4598.12) 230645 -2539.46 0.86 2.89| 1,164.54
5| 47559512 35 25 5 7429 THT4TE| -354464 254985 -2033.37 1.25 362 1,37.32
8| 50,819.25 35 25 5 74.29 -2,782.08| 2,343.85| -1,124.83 208 6.02| 1,451.88
T 4153042 35 25 10 71.43 -1,580.04| 2,022.00 -B51.97 2.35 586 1,188
6| 30,287.52 35 23 12 65.71 \ -1,788.23| 1,769.64 -B857.01 204 3.91 B65.64
5| 35,798.08 35 28 T 80.00| 724722| -284694| 155070 -1,08878 1.42 570 1,022.30
4| 277063 35 25 10 71.43| 507022 -225885| 1,455.53 -858.20 1.68 4.19
3| 2445097 35 25 5 7429 455240 -1,794.00 122214 -8313.86 1.50 4.34
2| 15,142.83 35 25 5 7429 325717 -4852.80 B63.98 ) -1,102.31 0.87 2.53
1) 10,359.40 35 25 5 7429 252324 -2,033.60 G577 -T43.05 0.88 2.54

33 of 35 instances (94%) closed above the entry price
at some point in the next week.

The stats all appear quite strong. But as | discussed a few times recently, smallcaps rule this time
of year. So let’s examine some other indices. First let’s look at the Russell 2000.
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Buy RUT on close 3 trading sessions befare Christmas.
Sell X days later. $100k/trade. 1987 - present.

X | AL A | e At | A Atan | A | A

Da‘fS Profit Trades| Trades |Trades Profitable Trade Trade Trade Trade Ratio ProfitFactor  Trade
10| 85,1581.34 35 25 5 7429 1116990 -536144| 344435| 259657 133 3.583( 1,85%0590
9| 7234538 35 25 5 7429 1035342 -597350( 3,50413| 208454 1.53 486 2087.04
&) 7497794 35 28 T &0.00) 913050 -294540( 3,01280( -134007 225 899 214223
7| 63,694 95 35 28 T a0.00| 718956 -252950%9| 258250( -123072 210 839 181985
6| 60,331.11 35 25 10 7143 8594150 130032 25242 -02T.43 453 1244 172375
5| 5272547 35 il ] Fra4| 1129950 -2,385863( 217033 -T34.18 2595 9593 150644
4| 3587482 35 25 10 7143 7598750 -184590( 1,785 -375.55 2.04 510( 1024599
3 3532118 35 30 5 85.71 513675 1581200 127509 -585.29 217 13.05| 1,009.18
2| 23872588 35 25 9 T429| 431773 443100 123210 -905.84 1.36 393 §32.09
1| 13,406 45 35 el ] Tri4| 229970 -254325 729.21 -T85.26 053 313 383.04

All 35 instances closed above the entry price
at some point in the next week.

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 Nasdag.

Buy NASDAQ Composite on close 3 trading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.
_ All: All: All: _ Al Max Al Max All: Avg All: Avg All: _ _
X ﬁglmmr;t Total [Winning Losing Prﬁﬂ&iﬁle Winning Losing Winning Losing Win/Loss Prnf?l—'"ﬁctm ﬁ.‘ll_ll'_i;;g
Days Trades| Trades |Trades Trade Trade Trade Trade Ratio
100 77,558.72 35 28 7 80.00 12,37458| -5921382 3,496.08| -290452 1.20 481 221596
9| 82333.36 35 28 7 80.00 | 11,558.04| -5039.77 347087 -2121.85 1.64 6.54| 2352.38
| &| 85,550.90 35 30 5 85.71| 1191540 -3,77360| 3169.37 -19058.05 1.66 953 2444
7| 5486718 35 24 11 68.57| 5,42834| -2577.00) 278591 -1110.79 251 547 1,581.52
6| 4956513 35 27 8 7r14| 540783 -201042) 214356 -104022 206 695 141615
5| 48,584.26 35 25 10 71.43| 943655 -26852508) 224039 -742.58 3.02 754 133812
4| 3504552 35 25 10 71.43| 8,658586| -2,063.386 1,830.24 -571.08 273 682 1,11559
3| 3B6,707.591 35 27 8 Tr14| 6574814 182735 154747 5342 244 823 1,043.80
2| 2585514 35 25 10 7143 T,72674) 503235 144479 102535 1.41 3.52 73875
1| 13,249.85 35 26 9 7429 242379 -2931.30 825.07 -911.33 0.51 282 37857
Since its inception in 1971, 1986 was the only year the NASDAQ failed to
closed above its entry price at some point in the next week.

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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Buy NDX on close 3 trading sessions before Christmas.
Sell X days later. $100k/trade. 1987 - present.
. Al Al Al ) All: Max All: Max All Avg Al Avg Al ) .
X ﬁ;lmbi_:.t Total |Winning| Lesing PrJ:ilr.t:zle Winning Los=ing Winning Losing Win/Loss F'er.ItAl'_".E.dD[ ell.t;;;g
Days Trades| Trades | Trades Trade Trade Trade Trade Ratio
10| 78,445.02 35 27 8 Tri4| 1481454| -5954.34| 3,781.83| -2858.55 1.28 43| 224129
9| 85,936.63 35 27 8 7r14| 1388504 -509568| 3,891.00| -2258.380 172 5.81 248533
8| 92555672 35 28 T B80.00| 1431270| -3,052.33 3,680.79| -1540.50 2.40 8558 264445
7| 59,056.74 35 24 11 68.57| 1269190 -3,669.30 3,034,556 -1,252.07 2.42 5.29| 1568734
6| 4562661 35 25 10 7143 1184352 -2593.84| 235844 -1333.44 1.77 442 130382
5 5423438 35 25 10 7143 11,44350| -3226.03| 260742 -1,09507 238 5.95( 154957
4| 44 55865 35 25 10 71.43| 1124505 -224257| 215080 -945.35 229 571 1,273.33
3| 40,168.54 35 25 10 7143 874260 -2203.20 1,976.50 -925.40 214 534 114767
2| 23,33360 35 24 11 63.57| 10,167.30| -5501.44| 174383 -122904 1.42 3.10 809.53
1 15,930.04 35 25 10 7143 286384| -314524| 104535 -102250 1.02 258 45514
. o .
33 of 35 instances (94%) closed above the entry price
at some point in the next week.

Numbers here are similar to the Nasdag Composite, but the 8-day profits are the best we see among
any of the indices. These studies will kick in a the close on Wednesday.

I have updated the Aggregator chart below.
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http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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Without any compelling new evidence emerging on Tuesday, the green Aggregator Line remained
above zero. Positive readings mean expectations are for upside over the next few days. Meanwhile
the black Differential Line also held 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 list of active studies, expectations are set to remain positive on Wednesday.
This could change if compelling new bearish evidence emerges. Meanwhile, the Differential Pivot
will be 3882.32. That is 1.6% above Tuesday’s close. So SPX will need to close up 1.6% on
Wednesday to flip from oversold to overbought vs recent expectations.

So the Aggregator is bullish. Evidence is a little light, but the SPX is still quite oversold with ample
room to the upside before it would turn overbought. I still like the long side. | have some long
exposure and expect more of a bounce. If Wednesday is a strong up day, then I may lighten up on
my position some, and let the rest ride a little longer.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 12/12 — slightly bullish

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers
None

Broad Market Large Cap CBI -0

Additional New Trade ldeas

A full listing of system triggers can be found at the numbered systems page each night. | 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
SPY (1/4) 12/16/2022 $383.27 $380.54 -0.71%|sell @ $384.00 limit on close
SPY (1/4) 12/20/2022 $379.23 $380.54 0.35%| Aggregator
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