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

 

QUANTIFIABLE EDGES  

SUBSCRIBER LETTER  

A S S E S S I N G  M A R K E T  A C T I O N  W I T H  I N D I C A T O R S  A N D  H I S T O R Y  

 

February 6, 2023          Volume 16  Issue 24  

 

 

  

 

 

 

 

 

 

 

Market Overview 
 

 
 

 

 

 

 

 

       
  

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

 

Tonight’s Research Points  

          

• Strong moves down from a 50-day high do not suggest a reversal in the way that strong 

moves down do otherwise.  

• We look at the January barometer. 

• The SOMA saw another large decline as QT continues. 

 
 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral. That is where I am as well. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

  
 

 

The Evidence 

A strong employment report on Friday worried traders, because strong data could mean a more 

hawkish Fed. The SPX closed down 1.0%, the NASDAQ lost 1.6%, and the Russell 2000 dropped 

0.8%. Breadth was negative with the NYSE Up Issues % coming in at 27% and the Up Volume % 

at 26%. NYSE total volume declined some from Thursday’s level. 

 

I've shown many times before that sharp drops on strongly negative breadth often suggest a 

bounce. I've also demonstrated in the past the importance of considering the position of the market 

when trying to interpret the meaning of such a drop. Substantial drops coming from a high level 

do not carry the same upside edge as other times. I demonstrated this in some detail with a couple 

of studies in the 2/5/13 letter. I have updated those studies below. 

 

This first study looks at strong drops that do NOT immediately follow a 50 day high. 

 

 
 

Study Date Description T im e span Bias

Avg 

Run-up

Avg 

DrawDn

Avg DrawDn 

- 1 Std Dev

Active - Short Term

February  3, 2023 SPX up > 2% in 3 days. HV Off < 0.25 1-4 days Bullish 1.40% -0.90%

Active - Long Term

January  24, 2023 SOX rises 5% on day  and closes > 200ma 1-10 days Bearish

January  23, 2023 NASDAQ Leading int term Bullish

January  13, 2023 QE Triple 7 0 Thrust 1-80 days Bullish

January  13, 2023 Deemer Breakaway  Momentum 1-6 months Bullish

January  13, 2023 Whaley  ADT5 > 7 3.66 1-12 months Bullish

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 edge here is apparent from day one and suggests upside over the next couple of weeks. But 

now let's look at times like now when the strong selloff DOES immediately follow a 50-day high. 

 

 
 

The chance of a bounce the next day appears decent, but there is hardly any follow through. So 

this does not appear very compelling. And here is a look at the 1-day profit curve. 
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The 1st 11 instances might have had someone excited about the possibilities, but since then it has 

been complete sideways chop. This is not appealing, and I won’t be adding it to the active list 

tonight. 

 

I have updated the Aggregator chart below.   

 

 
 

Without any new short-term studies being added, 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 still 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 active list, expectations are primed to remain positive Monday. Of course this 

could change if new bearish evidence emerges. Meanwhile, the Differential Pivot will be 4134.30 

on Monday. That is less than 0.1% below Friday’s close. So SPX will only need to close down a 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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couple of points on Monday in order to flip from overbought to oversold versus recent 

expectations.  

 

So the Aggregator is once again neutral. Evidence is still pointing higher, but we have only seen 

one down day, and it was not enough to work off the short-term overbought condition. That could 

easily happen on Monday, but I would like to see what evidence emerges based on Monday’s 

action before committing to a possible long trade. Short-term evidence at this point is quite muted. 

Therefore, I will give it at least one more day before looking for a new entry.  But further selling 

along with some confirming bullish studies early in the week would likely get me interested in 

taking on long exposure. 

 

 

Intermediate-term Outlook (2 weeks – 2 months) – updated 2/6 – 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.)  This week 

all 3 combo systems remained “long”.  

 

This past week was a strong one for the major indices. The SPX closed up 1.6%, the NASDAQ 

rose 3.3%, and the Russell 2000 rallied 3.9%. Bonds were mixed. The US Aggregate Bond ETF 

(AGG) was basically breakeven with a loss of 0.02%, and TLT, the 20-year Treasury Bond ETF 

rose 0.25%. The SPX triggered the long-discussed Golden Cross on Thursday, and it also closed 

at a 50-day high for the 1st time in a long time. So the long-term trend has now shifted, and we are 

looking at an uptrend at this point.  

 

The January Barometer is a fairly famous study from the Stock Traders Almanac.  It says that “as 

goes January, so goes the year”.  In other words, a positive January will typically lead to a positive 

year, while a negative January can be a warning.  So, as I did in the 2/4/19 letter, let’s look at how 

the SPX has done for the remaining 11 months of the year when January has closed higher.  Stats 

are updated back to 1950. 

 

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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The numbers show that in years that January has done well, the rest of the year has typically fared 

well also.  Below is a profit curve. 
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That is a fairly steady upslope.  So perhaps January momentum will follow through some for 2023. 

I will note that the January Barometer would have failed miserably during the 1930s, as there were 

several years that started well, but saw huge declines over the next 11 months. This study is one I 

have always found interesting, but not terribly compelling.  I will not be adding it to the Active 

List, but I thought readers might want to be aware of it.   

 

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

found below. 

 

 

 

This week the SOMA declined by over $38 billion. That is a substantial decline, which we 

expected. This upcoming week should not be nearly as large. Below is an updated SOMA/SPX 

chart looking back to 2008. 

 



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

 

 

 

The Fed is now in the midst of what will likely be 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. Additionally, 

the Fed has been increasing rates. It appears likely that we could see at least one more quarter point 

hike before the Fed pauses. While they seemed to dial back the hawkish rhetoric some on 

Wednesday, and indicated the path forward will be “data dependent”, current rate policy and QT 

are hawkish. Fed policy remains a large bearish factor. 

 

Overall, bullish evidence seems to be dominating. The SPX Golden Cross occurred on Thursday, 

confirming other uptrend signals. Current NASDAQ leadership is a positive. There are several 

breadth thrust signals active, and a Triple 70 Breadth Thrust occurred again this past week. 

Momentum has also been strong, and a repeat of the “SPX 50-day %b crosses 100” also triggered 

this week. So we continue to get bullish confirmation from trend, leadership, breadth, and 

momentum. The big negative remains the Fed. If the negative influence of the Fed (or higher 

inflation or a failing economy) is to assert itself, that will show up in the 

breadth/momentum/leadership/trend indicators starting to fail/turn. Until that begins to happen, I 

will continue to side with the bulls. This means I will trade longs more aggressively and shorts 

more conservatively. 
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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. 
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