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As might be expected after a three month rise which moved the Dow up nearly 150 points, 
.• _a period of relative lassitude temporarily overtook the stock market. After reaching an intra-
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/ day peak of 898.14 on February 16, the Dow put on a minor 2% decline in four days to an intra-
day low of 861.99. For the next two weeks, relative firmness prevailed but little or no upside I 

momentum was generated, and volume dropped off to around the 13-14 million share level vs. 
the average 20-million share peaks that prevailed in the terminal stages of the advance. 

Actually, in the past three weeks, the market's internal technical position had improved 
rather noticeably. The 10-day plurality of advances over declines had, by mid-Tanuary, reached 
3847, by any standard, indicative of an extremely overbought condition. 10-day upside volume 
by mid-February was up to the 120 million share level, a newall-time high and an equally un
tenable figure. For the 10 days ended Wednesday, advance-decline figures had changed to an 
almost 1600 plurality for declining stocks -- a level suggesting a mild oversold condition --
and upside volume had dropped off to the 63 million share level. Thus, a substantial amount 
of internal correction had taken place during the IS-day period of sideways movement. 

Thus, it was not that surprising when, on increased volume, the Dow burst to a new 
closing high in Thursday's trading. It is probable that a new minor advance has started which 
will attempt to carry the index through the next major supply level located at 900-925. The 
test of that supply will be extremely interesting, for a failure to move through the overhead 
resistance could possibly result in a distributional top large enough to suggest a more important 
correction than has been seen for the bull market to date. 

The present correction potentialities are miniscule. The possible top pattern now 
-existing suggests not111ng-':n6re1han a: downsfde target in the 85'0-845 area ~ ~ It ~ouldal"'s-o"'"'C'b-e""''''''''''I .. 

possible for the Dow to continue to move sideways in the 860-900 range and, as it did after a 
similar consolidation last November, embarking on a straight-line rise through the 900-925 
supply. The other downside possibility, as mentioned above, is a broadening of the distri
butional top which would ultimately suggest an objective lower than 850-845. 

The worst foreseeable action at the moment, therefore, would be either a decline to 
about 850 in the relatively near future, or dullness at around current levels that might last 
into the end of March or mid-April. Either of these two possibilities would be consistent with 
the slope of the uptrend which characterized the market from May of last year to three weeks 
ago. That uptrend can be mathematically described by a channel some 72 points wide whose 
upper limit, at the moment, is around 910 and whose lower limit is approximately 837. The 
upward slope of the channel is approximately one Dow pOint per day so that a decline to 850-
845 any time within the next two weeks would serve to bring the index to the bottom of that 
trading channel. If the market simply moves sideways, the lower limit of the channel will 
reach present prices in three to four weeks. Thus, as can be seen, either an immediate 
correction or a consolidation phase would be consistent with the market's behavior since May. 
Continued upside action in the upper part of the channel would also confirm the existing up
trend pattern. 

Meanwhile, the rotational leadership discussed in last week's letter continues with 
-, , -·-cyclical· groups-in cgeneral"coming'to 'the~fore :-Thus ~the "Dow=Tones'Traifsp6itation' average;- ._. 

although lOSing momentum, was edging into a new high ground while the industrials were 
correcting. The defensive, non-cyclical utilities show a different pattern, having essentially 
edged lower ever since the end of Tanuary. However, the lack of any serious distributional 
top on the utility index and its closeness to support suggests that this decline may be reaching 
its terminal phases. 

Thus, while the immediate future is perhaps 
grasp of a long-term uptrend. Investmentdecisions 
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clouded, the market remains firmly in the 
should be made in that light. 

ANTHONY W. TAB ELL 
DELAFIELD, HARVEY, TABELL 
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