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With the dismal stock market action of the past six months showing few signs of abating, there has 

been a-tendency on the -part-of·a number of commentators to-begin ,grasping -at· straws. _It being,July_,." _~. 
one of the straws currently being embraced most avidly is the one concerning the likelihood of a so
called "summer rally." We did a study of the phenomenon in th,S space just over a year ago and the 
general conclusion of the study was that the theory of a summer rally had some basis in fact, but that 
it would be unwise to lean upon it too hard as a market forecasting tool. The following table is an up
date of the one that appeared a year ago, with the changes for 1972 having been included. 

ONE-MONTH PERIODS TWO-MONTH PERIODS 
Ending Month Advances Declines Avg. % Chge. Advances Declines AVQ. % Chge. 
January 31 16 +0.77 31 16 +2.18 
February 26 21 +0.03 26 21 +0.79 
March 26 21 -0.19 23 24 -0.27 
April 27 20 +0.95 29 18 +0.84 
May 25 22 -0.73 29 18 +0.46 
June 22 25 +0.86 23 24 +0.08 
July 32 15 +2.25 30 17 +3.07 
August 32 15 +1.93 35 12 +4.35 
September 20 27 -1. 33 28 19 +0.53 
October 25 22 -0.52 23 24 -1. 79 
November 28 19 +0.83 29 18 +0.37 
December 36 Jl +1. 32 32 ...li +2.20 
Total 330 234 +0.51 338 226 +1.07 

---

__ ~TheLt,,-bllLShows the action of the Dow-Jones Industrial Average in every one-month and two-month 
pe~iod f;orn"-1926 to 19-h.'Fo~';a~ch peri~d the ";~;;;b~r ~f l;;-sta~ci;'e~ whenth~-~arkef a-dvancea -and ~ ~-~--I 
declined is shown, together with the average percentage change for the period. A preliminary look at 
the table, indeed, supports the notion of a probable summer rally. The average monthly advance for 
the Dow over the period has been. 5% whereas the average performance in July is an advance of 2.25%, 
more than four times as great. Llkewise, the average advance of 4.35% for the two months ended 
August is four times larger than the average two-month advance. It would, indeed, appear that the 
expectation of an advancing market during July and August has some solid grounding in fact. 

Having made this statement, however, a few doubts must be raised. The first factor which needs 
to be pOinted out is that a large part of the high average advance for the summer period rests on the 
accident of the 1932 bottom's having occurred at the end of June. Thus, July and August of that 
year produced the largest two-month advance in stock-market history, an astounding 70% rise. If 
this single year is eliminated from consideration, the results for July and August are much closer 
to normal. 

Secondly, while it is true that July and August do show significant pluralities of advancing months 
over declining months, it must be remembered that advancing periods tend to outnumber declining 
ones over the 46 years by almost three to two. When standard tests of statistical significance are 
applied, the period with the clearest seasonal action is the month of December, which is why this 
letter has always emphasized the importance of the year-end rally. Likewise, the tendency toward 
a declining market in September is statistically more significant than that of a rise in July or August. 
Interestingly enough, none of the other months show any discernible seasonal pattern whatsoever. 

Lastly, in looking for seasonal patterns, it is wise to examme the most recent data to see if it 
--seems to'b-,; deviating from~th'e'past and/ mdeed~-this is~'a'pparent1y;--th-e-case;- The-seven years~ 

between 1966 and 1972 have produced two rallies and five declines in July and five rallies and two 
declines in August, and the two-month period ended August has produced three rallies and four de
clines with an average advance of just 1%. Even the familiar December rally appears to have lost 
its recent reliability, and, interestingly enough, a new seasonal tendency, not heretofore apparent, 
seems to be emerging--that of a decline in May-June. Every May, from 1965 through 1973, with 
the single exception of 1972, has produced a declining market,and all two-month periods ending 
in June have shown declines for the past nine years. 

The moral of the whole exercise, we suppose, is that the stock market is a difficult and changing 
beast, and, while certain seasonal tendencies are apparent, they constitute only on factor in what 
is invariably a highly complex equation. 
Dow-Jones Industrials (12:00 p.m.) 872.14 
S & P Compo (12:00 p.m.) 101.48 
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