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Rebruary 15,1956 
Since July, 1955, the stock market, as measured by the Dow-Jones aver-

age, has held in an area bounded by 490 and 433. From my technical work it 
now appears probable that the market may hold within this range, or a slight 
ly wider range for a considerable period of time -- possibly for a year or 
so more in addition to the eight months already spent in the area. It is en-
tirely possible that this area may be temporarily widened for a short time. 
For instance, an announcement that President Eisenhower will seek re-electio 
might rally the market to a new high, but I doubt if the industrial average 
would move ar.y higher than 510-530 area. This sounds like a lot in points, 
but is only about 5% above the 490 high. Conversely, the market might de-
cline temporarily to the 420-400 level. That again is not much more than 
5% below the October low. During this lengthy consolidating period, indivi-
dual groups and issues might undergo piecemeal readjustment with one portion 
of the market advanCing at the same time that another portion is declining. 
This possible action would closely resemble the 1951-1953 market. 

The broad economic pattern and the more intelligent approach to invest 
ing that has prevailed in recent years, favors a possible piecemeal read-
justment over a period of a year or so rather than a sharp decline. In the 
1951-1953 market, the averages ranged in a 15% trading area for two years 
while some individual groups were advancing and declining at the same time. 
For example, the steels reached their high in February 1951 and declined 
33%. The textiles reached their high in February 1951 and declined 40%. 
The distilling issues reached their peak in October, 1951 and declined 
over 30%; the coppers their high in January 1952 and declined 33%; the 
oils their high in March to July, 1952 and declined 25%; the farm equip-
ment issues their highs in October, 1952 and declined over 30%. The rails 
did not reach their high until January, 1953 and declined 20%. While all 
of this was happening other groups were resting and slowly forming reac-
cumulation patterns in preparation for the 1953-1956 rise. 

During such a period, the action of individual issues and groups 
will be of much more irrportance than the action of any average. While 
recently the averages were only 5% below the high, there are a large num-
ber of individual issues of good quality that have suffered declines of 
15% to 20%. 

At the moment, there are only three groups that are in a definite 
downtrend. They are: Automobiles, Automotive Equipment and Motion Fictures. 
In addition, Steels, Building Supplies and Finance issues are showing be-
low average action. Other groups with potentially vulnerable patterns 
include Aluminum, Business Machines and Rails. 

On the favorable side are: Air Conditioning, Machinery (especially 
Automation issues), Drugs, Oils and Natural Gas issues. A Presidential 
veto of the controversial gas bill might temporarily delay any upswing 
in the last two groups. 

In addition, there are a large number of groups that are currently 
classified as neutral but have good longer term potentials such as 
Chemicals, Paper, utilities, Retail Stores, etc. 
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