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'".,; .The market·spent·most.of·last week'consolidating the gain achieved'on-the sharp upward gap""'" - . ..." 

of a week ago Friday when a near record 25.9 million shares changed hands. Monday and Tues-
day showed moderate declines in response to the cross-currents produced by the announcement of 
President Ford's economic program, followed, on Wednesday and Thursday, by modest recovery 
in the Industrial average. Significantly, perhaps, the Wednesday and Thursday advances in the 
Transportation index were less than modest, and that index, closing on Thursday 156.01, posted 
a new high for the move from the December lows. The carrier index is now within a fraction of 
its November high of 156.61. 

However, although its action this week generally paralleled that of the Industrials, the star 
performer of 1975 so far has been the Dow-Jones Utility Average. That index started the year with 
a 3. 26-point move, which constituted a percentage advance of a rather amazing 4.7%, and 
followed it up on January 3 with a 3.3% move. After a few days of consolidation, it posted a 2.6% 
rise last Friday. These upside fireworks, by a group traditionally regarded as staid and non
volatile, constitute a unique facet of of the first two weeks of the new year. 

Actually, the record of superior performance on the part of the utilities goes back some time 
now, all the way to the end of September, 1974. At that time the Industrial average reached a 
temporary bottom of 627.19 before posting a four-day rally to 674.05. The rally failed to hold, 
and, as we all now recall, the average later plunged to new lows, making a low on October 4th 
of 584.56. The Utility index, however, performed quite differently. It reached a low along with 
the industrials at 57.93 on September 13, but continued to rally longer, reaching 63.62 on 
September-23,' six-days-later, As the-industrials ~posted- new·lows, ·the -utilities-moved-down orly'-' 
modestly, to 60.49 on October 1, and shortly thereafter moved ahead to new highs. Later, in 
December, as the Industrial average moved through its October low to reach 577.60, the Utilities 
never moved lower than 65.86, 14% above their previous bottom. 

It may well be charged that all this is of purely academic interest except, perhaps, to owners 
of utility stocks. Such, we think, however, is not the case. A study of major market bottoms in 
recent years shows quite clearly that pronounced strength in utilities has been a distinct charac
teristic of all of them. For example, the January 2 Utility rise of 4.7% constitutes the second 
largest one-day rise in the history of that index since 1949. The largest one-day rise, interest
ingly enough, was a 5.16% upmove posted on May 28, 1962, now recalle.d as a significant mar-' 
ket turning point. Likewise, the upswing from the May 26, 1970 lows was characterized by a 
2.89% upmove in the Utilities on July 8, 1970. 

If one measures the action of utilities over a longer period, say ten days, the results are 
equally interesting. The two largest ten-day moves in the history of the Utility average termin
ated on October 15, 1974, and January 10, 1975, respectively, moves of 15.3% and 17.2%. The 
next largest 10-day move was 10.87% for the ten days ended July 11, 1962, and the next largest, 
9.84% for the ten days ended July 20, 1970. A study of all such moves over the past 25 years 
suggests that they strongly tend to be clustered around market bottoms, especially when they 
occur, as in October and December of last year, when the market has been declining for some 
time. 
-- • A closer study shows that'similar conclusions hold when one-looks at the Utilities exhibiting- - -
pronounced strength in comparison to the I ndustrial average. If one charts the ratio of the 
Utility average to the Industrials, one finds if has been rising sharply ever since the fall of 
1974. Protracted rises of Similar magnitude have taken place around major market turning points 
in the past. 

The record of utility strength presaging major bottoms is not totally infallible. Indeed, just 
to give one example, the utilities began to show strength in February, 1970, well before the 
sickening plunge to the final bottom in May. On the record, however, we think the pronounced 
similarity of present utilities action to that of major bottoms in the past is hard to ignore. 
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