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Market Overview 
 

 
 

 

 

 

 

 

  
 

 

Signals Overview 

Aggregator CBI Reading

Flat 0  
 

 

 

Tonight’s Research Points  

     

 

• Closing at a new long-term high on a Fed Day has often been a plus for the next 1-2 weeks.  

• RSI(2) crossing above 99 bodes well for the intermediate-term.  

 

 

 

Short-term Outlook  

The Bottom Line  

Too strong to short. Too overbought to buy. Neutral. 
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Summary of Current Active Studies (see Letters from listed dates for details) 

      
 

 

The Evidence 

The Fed inspired a large and broad rally on Wednesday. The SPX gained 1.37%, the NASDAQ 

climbed 1.38%, and the Russell 2000 jumped 3.52%. Breadth was extremely strong with the NYSE 

Up Issues % coming in at 89% and the Up Volume % at 91%. NYSE total volume rose some from 

Tuesday’s level.  

 

The Fed kept rates the same. So there was no immediate change in policy. But projections for 2024 

suggested 4 rate cuts could be in the cards. In his press conference, Jay Powell indicated that the 

rate hike cycle has likely peaked. The next move, whenever it comes, will likely be lower for rates. 

Additionally, with regards to inflation, he said that “nobody is declaring victory yet”, when 

sounded a lot like declaring victory. I mean, why even say that if you aren’t bragging about the 

fact that they think they are about to beat inflation. So overall, the Fed outlook is decidedly more 

dovish than it has been in the last year and a half. And the market celebrated. 

 

In “The Quantifiable Edges Guide to Fed Days” I discussed Fed Days that close at new highs.  The 

basic finding was that when the market closed at a short-term high on a Fed Day, then it was likely 

to pull back over the next few days.  But when it closed at a long-term high, then the rally was 

likely to continue.  Below is a study from the guide that last appeared in the 6/15/23 Subscriber 

Letter. 

 

Study Date Description Time span Bias

Avg Run-

up

Avg 

DrawDn

Avg DrawDn - 

1 Std Dev

Active - Short Term

December 14, 2023 100-day high on a Fed Day 1-8 days Bullish

December 7, 2023 20 low close. 3 closes in intraday range 1-7 days Bullish 2.20% -1.40% -3.30%

Active - Long Term

December 14, 2023 RSI(2) crosses over 99 1-15 days Bullish

December 11, 2023 Dec Opex Week Starts Bullish period 1-15 days Bullish 3.30% -1.90% -4.10%

November 22, 2023 5 up to 50-high then down 1 1-10 days Bullish 1.80% -1.10% -2.30%

November 21, 2023 SPX 50-day %b crosses over 100 1-50 days Bullish 4.90% -4.35% -8.80%

November 7, 2023 Whaley ADT5 > 73.66 1-12 months Bullish 25.20% -8.10%

November 6, 2023 Zweig Thrust 1-12 months Bullish 29.00% -3.20% -7.00%

November 6, 2023 Best 6 Months 6 months Bullish

November 6, 2023 NASDAQ Leading int term Bullish

October 2, 2023 SPX down 4 weeks but above 40-week ma 1-10 weeks Bullish

May 22, 2023 SPX 50-day high < 1/2 SPX stocks > 50ma 1-12 months Neutral

February 2, 2023 SPX Golden Cross int term Bullish

March 14, 2022 Fed Hawkish / QE done int term Bearish
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This suggests further upside is likely over the next 1-2 weeks.  Below is the profit curve assuming 

an 8-day holding strategy. 

 

 

 

There were a couple of sizable losers in 2012-2013, but since then it has rebounded nicely to get 

the profit curve headed higher again. I believe this study is worth some consideration.  
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Od course the recent rally has left the market short-term overbought by most measures. Short-term 

overbought often triggers some studies that suggest a downside edge, but when the overbought 

condition gets very strongly overbought, then those downside edges often disappear. And at some 

point, rather than strength leading to weakness the strength will beget more strength. The strong 

move higher over the last several days has turned the market so overbought that we have seen this 

scenario unfold. It is exemplified in the study below from the 11/9/23 Letter, which uses RSI(2). 

 

 

 

The numbers here are basically neutral for the first week or so. On a short-term basis there is no 

edge apparent. But once you get out 2-3 weeks, it appears the strength has re-asserted itself and 

the market is often higher. Below is a profit curve showing a 15-day holding period. 
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The upside edge has been apparent for a while, and it still appears to be intact. Obviously, this 

study does not help us with the short-term, but I have added it to the intermediate-term list. 

 

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 remained above zero. Positive 

readings mean net 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 strongly 

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 studies, expectations are set to remain positive on Thursday. Of course 

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

will be 4635.68 on Thursday. That is 1.5% below Wednesday’s close. Therefore, SPX will need 

to close down at least 1.5% on Thursday in order to flip from overbought to oversold vs recent 

expectations. It has been a long while since SPX had even a 1% down day. So it appears a more 

likely scenario for working off the overbought condition would be a multi-day pullback or 

consolidation. 

 

So the Aggregator is again neutral. The market is too strong to short and too overbought to go 

long. So I will continue to exercise patience. That can be a difficult thing when it feels like the 

market is running away from you. But swing traders need to understand they will almost always 

underperform the market when it is in a runaway up move. Other times swing strategies have a 

good chance to outperform. So for now I will sit tight and wait for this runaway move to subside 

(or evidence to turn strongly bearish) before looking to take on new exposure.  
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Intermediate-term Outlook (2 weeks – 2 months) – updated 12/11– bullish 

 

 

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. 

 

 

Current Open Trade Ideas 

None 
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