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Tonight’s Research Points  
 

• “Twas 3 Nights Before Christmas” bullish seasonality triggered at the close on Friday. 

• When the market has gone a long time without a strong close in the afternoon, there has 

often been a strong move higher soon after. 

• Fridays are the best days for a rebound from a low to begin. 

• Strong intraday moves on opex Friday often lead to more buying the next day. 

• SPY’s intraday reversal pattern looks encouraging for the next several days. 

 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is bullish. It appears there is a good chance that this bounce has further to go. But 

the Differential Pivot is inverted and SPX could easily turn short-term overbought. So I may dial 

back my index exposure. 
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The Evidence 

Friday saw the market bounce. SPX closed up 1.1%, the NASDAQ rose 1.0%, and the Russell 

2000 gained 0.9%. Breadth was strong as the NYSE Up Issues % closed at 74% and the NYSE Up 

Volume % posted a 84% reading. NYSE total volume spiked as it often does on opex Friday.. 

 

The study below is the “Twas 3 Nights Before Christmas” study. I have shown it each year in the 

letter.  It triggered at the close on Wednesday.  I show here how it has performed for a few of the 

major indices.  First…SPX. 

 

 

 

The stats all appear quite strong.  But as I 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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Results are substantially stronger here. And last year was the 1st year the Russell went without 

providing an opportunity for a winning trade on a closing basis. Now the Nasdaq. 

 

 

 

Results just keep getting better.  And only twice 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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Numbers here are similar to the Nasdaq Composite, but the 8-day profits are the best we see among 

any of the indices.   

 

What has stood out to me about the recent selloff, including Friday’s bounce, has been the inability 

of the market to hold onto any intraday rally through the afternoon. SPY has not closed in the top 

25% of its intraday range since 12/4. That is 12 trading days in a row. In the 8/8/24 letter I looked 

back at other times that SPY failed to close in the top 25% of its intraday range for the 12th day in 

a row. I have updated those results below. 

 

 
 

The numbers look compelling. Here is a look at the 4-day profit curve. 
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The curve is also appealing. Thinking that the next time the market actually put in a day with a 

strong close might see some powerful short-covering, I looked at what the returns were when the 

streak finally ended. As it turned out, the streak-ending days averaged a 1.5% gain. So when they 

finally cannot sell the market down in the afternoon, there is a good chance of a powerful swing 

in the other direction. 

 

Another oddity about Friday’s action is that SPY rallied strongly above the open, and it was opex 

Friday. I discussed opex Friday tendencies in the Thursday night letter. Typically, you will intraday 

weakness. From the open to the close there is often a selloff – and rarely do you see an open to 

close rally as strong as we just saw. The study below looks at other times SPY rose > 1% from the 

open to the close on Opex Friday. It is updated from the 1/23/23 letter. 
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This kind of opex Friday intraday rally has always been followed by more strength. And most of 

the gains have occurred right on Monday. Below is a detailed look at the 1-day performance. 
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The numbers and the curve are both appealing. Three of the five losers were miniscule, and the 

profit factor of 10.5 is very large. The instances are a little low, but the results are so strong that I 

am inclined to give some consideration to this study, and I have added it to the active list. 

 

The study below was last seen in the 10/4/19 letter. It looks at reversals from intermediate-term 

lows like we saw on Friay. All stats are updated. 

 

 
 

Results here seem to suggest a solid upside edge over the next 2 weeks. Much of the gains occurred 

in the 1st 7 days. Below is the 7-day profit curve. 
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The impressive upslope serves as some confirmation of the upside edge. I have also added this 

study 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 net expectations are for upside over the next few days. Meanwhile the 

black Differential Line is again well 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 slated to remain bullish on Friday. This 

is unlikely to change. Meanwhile, the Differential Pivot will be inverted at 5897.58. That is 0.6% 

below Friday’s close. An inverted pivot means that the Differential Line will cross through zero if 

SPZ closes flat. In this case, SPX is going to need to close down at least 0.6% in order to remain 

oversold. Anything other than that and it will be considered “overbought” versus expectations as 

of Monday’s close.. 

 

So the Aggregator is bullish. Evidence continues to build. But the inverted Differential Pivot 

means it could easily change to a neutral signal on Monday. I’ll be looking to reduce long exposure 

on Monday if I can get favorable exits. I may still hold onto a decent amount of the SPY position 

until the CBI returns to neutral, or near neutral. Evidence is suggesting this bounce should have a 

good bit further to go. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 12/23 – bullish 

Combo #1 Combo #2 Combo #3 Combo #4

Long QQQ Long QQQ Long QQQ Long QQQ  
Above is the status of the different Combination Signals from the Quantifiable Edges Market 

Timing Course.  Signals are long-term in nature.  All 4 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.  The Combo Systems all remained 

long QQQ as of Friday’s close.  

 

This past week was a tough one for stocks. The SPX lost 2.0%, the NASDAQ fell 1.8%, and the 

Russell 2000 (RUT) tumbled 4.5%. Bonds also struggled. The US Aggregate Bond ETF (AGG) 

fell 0.7%. TLT, the 20-year Treasury Bond ETF, dropped 1.7%. The NASDAQ made new all-time 

highs early in the week before turning lower. With the SPX and NASDAQ well above their long-

term moving averages, the uptrend appears intact.  

 

Fridays are interesting in that they are the least likely day of the week for a selloff to end or a rally 

to begin. But when rallies do start on a Friday, they have shown the best odds of success of any 

day of the week. I’ve seen this a number of ways over the years. The study below was featured in 

the 3/8/21 letter. It describes the current market setup. It looks at times the market closed up the 

day after closing at a 21-day low. Results are broken down by day of the week, and also by holding 

period. 

 

 
 

Looking out 10,15,20, and 25 days, Friday has the best stats of any day. And in some cases, like 

15 and 20 days out, none of the other days are even close. So if you are looking for an encouraging 

intermediate-term sign based on Friday’s action, this appears to be one. 
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The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be 

found below. 

 

 

 

The SOMA account declined by $7 billion this past week. Meanwhile, reverse repos dropped by 

$48 billion. Combined for the week, SOMA and reverse repo action accounted for a $41 billion 

liquidity infusion. I discussed reverse repos impact on liquidity in the 4/8/24 letter. When they are 

rising, it tends to drain liquidity, and when they are falling, it acts as a liquidity injection. 

Throughout much of 2023 and the 1st quarter of 2024 reverse repos declined substantially and had 

a positive impact on liquidity. From early March through May the level of reverse repos remained 

about the same. The last few months we have seen the number chopping around, but this week 

reverse repos stand at just $180 billion, which is near the lowest level since 2021. Below is an 

updated SOMA-Reverse Repo and SPX chart looking back to 2008. 

 

https://quantifiableedges.com/members/worq/2024-04-08%20QE%20Weekly%20Research%20Letter.pdf
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Quantitative Tightening (QT) can still be a headwind to the market, but it is not nearly as strong 

as it has been at times in the last few years. I am expecting that the Fed will stop QT at some point 

in 2025, but they gave no indication at the last meeting. Reverse repo closeouts more than offset 

the QT from April 2023 through early March of 2024, and this helped provide fuel for the market 

rally. Since early March, there has been a chopping around of the blue line, which looks at the 

SOMA level and subtracts the amount of outstanding reverse repos. If that line heads lower again 

as reverse repos approach $0, then that could mean a liquidity headwind for the market. Reverse 

repos are now as low as they have been in years. The Fed did reduce the repo rate on Wednesday, 

so we’ll see how that impacts repo activity going forward. 

 

With regards to rates, the chance of a 25 point cut in January is now just 9%. Meanwhile, March 

odds show a 53% chance that rates are lower then than they are now. This can be seen in the 

graphics below, courtesy of the CME Fedwatch tool. 
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As we have seen over and over, odds continually shift, so expect further refinement as we get 

closer to these Fed meeting dates.  
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From an intermediate-term standpoint, bulls still appear to be in control. Friday’s reversal is a 

potentially good sign. Breadth and momentum studies with bullish intermediate-term tendencies 

remain active from a few weeks ago. The long-term trend still appears up with SPX and NASDAQ 

well above their long-term averages. The NASDAQ/SPX Relative Leadership indicator is favoring 

the NASDAQ, which is typically a positive. We are in the best 6 months of the year, and are now 

in the bullish end-of-year period. And there still remain several bullish studies on the active list 

from the last few months. Fed policy is basically neutral. There are plenty of potential triggers that 

could cause a market shock: wars, politics, market overvaluations, and whatever is behind all these 

unidentified drones over New Jersey and other places to name a few. Overall, bullish evidence is 

still outweighing bearish. I will maintain a bullish bias. Hence, I’ll remain more aggressive with 

long trades than I am with short trades. 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

Open Catapult Triggers 

DE – 1/3 @ $444.00 (bought @ limit) 

TMUS – 1/3 @ $228.86 (bought @ limit)  

DOW – 1/3 @ $40.11 (buy @ limit) – not filled, try again 

LMT – 1/3 @ $490.61 (bought @ limit) 

XOM – 1/3 @ $108.01 (bought @ limit) 

TMUS – 1/3 @ $220.71 (bought @ limit) 

XOM – 1/3 @ $106.42 (bought @ limit) 

TMUS – 1/3 @ $220.69 (bought @ limit) 

LMT – 1/3 @ $482.94 (bought @ limit) 

EMR – 1/3 @ $122.38 (bought @ limit) 

SCHW – 1/3 @ $73.97 (bought @ limit) 

XOM – 1/3 @ $105.51 (buy @ limit) 

SCHW – 1/3 @ $73.62 (buy @ limit) 

LMT – 1/3 @ $479.66 (buy @ limit) 

MDLZ – 1/3 @ $59.27 (buy @ limit) 

 

Broad Market Large Cap CBI – 15(DE, TMUS-3, DOW, LMT-3, XOM-3, EMR, SCHW-2, 

MDLZ) 

 

 

 

 

 

http://quantifiableedges.com/subscribers/video/p/id/18
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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  

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

DE(1/3) 12/11/2024 $439.48 $432.49 -1.59% Catapult

TMUS(1/3) 12/18/2024 $219.40 $220.31 0.41% Catapult

TMUS(1/3) 12/18/2024 $219.40 $220.31 0.41% Catapult

LMT(1/3) 12/18/2024 $489.50 $489.02 -0.10% Catapult

XOM(1/3) 12/18/2024 $107.57 $105.87 -1.58% Catapult

LMT(1/3) 12/19/2024 $480.00 $489.02 1.88% Catapult

XOM(1/3) 12/19/2024 $106.42 $105.87 -0.52% Catapult

SCHW(1/3) 12/19/2024 $73.97 $74.31 0.46% Catapult

EMR(1/3) 12/19/2024 $122.38 $124.09 1.40% Catapult

AMGN(1/3) 12/19/2024 $258.00 $263.38 2.09% sell on open

TMUS(1/3) 12/19/2024 $220.06 $220.31 0.11% Catapult

SPY(1/4) 12/19/2024 $587.00 $593.12 1.04% *div adjusted  - see note below

SPY(1/4) 12/19/2024 $586.10 $593.12 1.20% *div adjusted

XOM(1/3) 12/20/2024 $105.45 $105.87 0.40% Catapult

SCHW(1/3) 12/20/2024 $73.52 $74.31 1.07% Catapult

LMT(1/3) 12/20/2024 $479.45 $489.02 2.00% Catapult

MDLZ(1/3) 12/20/2024 $59.13 $59.39 0.44% Catapult

DOW(1/3) 12/20/2024 $38.99 $39.94 2.44% Catapult  
I will look to sell this lot of SPY at a $592.50 LIMIT. The “Current Price” column factors in a 

div adjustment. So the $592.50 limit I am looking to sell at is actually a bit above the $591.15 

closing price from Friday. 
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