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In the past 2 1/2 weeks, the Dow-Jones Industrial Average has essentially crossed 
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which it has remained since last August, after moving down from its mid-July high around the 880 
level. BeginnIng from a closing low of 784.16 on October 1, the index has moved sharply higher 
to reach a closing high of 837.22 on Wednesday, with an intraday high of 851.46 beIng posted on 
Thursday. 

The present, however, happens to be one of those cases where it is necessary to look 
beyond the Dow in order to get a true story of what is taking place in the market. In terms of 
breadth, for example, the advance has not been a II that Impress ive. In the entire period during 
which the Dow moved ahead some 55 pOints, there was only one day on which more than 1000 
Issues advanced, that day being FrIday, October 3, two weeks ago, when a 20-point rise for the 
average produced 1131 advancing issues. Even on that day, advances constituted only 64% of the 
total issues traded, a rather anemic figure by major reversal standards. 

If the Dow has been outperforming breadth, however, it has been underperforming the 
broader-based indices. While the Dow has s imply moved up toward the top of its recent trading 
range, the Standard & Poor's 500, S & P 425, New York Stock Exchange Compos ite and NYSE Indust
nal indices had all moved decisively out of their August-October trading ranges, and all had clear
cut bases suggesting moderately higher levels. To get a real feeling for what has been taking place 
over the past two weeks, it is necessary to understand why this lead of the broader-based indices 
over the Dow has occurred. The reason, of course, lies m the presence---with a heavily weight--
in the broad-based indices of the high - total - market - value, technology-based compantes which 
are largely absent in the Dow. The broad-based indices are computed. essentially, by weighting 
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for example, with a total market value of $31 billion, is a major factor in the action of these capital
weighted indices, while totally absent in the construction of the Dow. What we are saying, of course, 
is that the first-tier growth favorites of a couple of years ago have, over the short-term, begun to 
outperform the general market. 

What we have seen so far, then, is not necessarily as much a sign of a major reversal, as 
one of a shift in leadership. The question is how long can such leadership be sustained and what 
does it portend for the market as a whole. If we are to regard the capital-weighted indices 
mentioned above as a fair barometer of this leadership shift, the answer is that it can probably 
continue at bit farther. If the pattern on the Dow is a bit obscure, the patterns on these indices 
are rather clear-cut, all of them, as noted above, having broken out of fairly-well-defined base 
formations. These base formations almost uniformly suggest a return to an area around, but not 
decisively above, the highs of last July. The S & P 425, for example, whose high las t Ju ly was 
107, has an upSide objective of 104-105, and the 500, with a July peak of 96, has an upside target 
around 94. The New York Stock Exchange Composite has an upside objective of 50 versus a July 
peak at 51, and the Industrial index has an upside target of 56 vis-a-vis a mid-summer top at 57. 
Individual patterns on the heavily-weighted stocks in these indices would appear to suggest that 
these targets are, indeed, plausible. 

Whether the growth stocks can provide sustained long-term market leadership at thiS 
juncture is, in our view, at best questionable. Their premiums over the rest of the market are, 
at this pOint. fairly high and_would become even higher were they to cO.."tinue.to c:>utperf..?rm the _ 

- market o'Ver' a short-term. It- ;-~e';;s-to-us 'uollJ<eVth-at ~Tong=term market advance cantle'sus
tained by returning the growth issues to the position of preeminence vis-a-VIs the rest of the 
market that they enjoyed two years ago, a position we now know, in the light of hindsight, to 
be unsustainable. 

It is, therefore, in our opinion, unrealistl c at this stage to look beyond the near-term 
prospects of a return to around the July peaks. If, along the way, the market could develop 
more breadth and vigor than it has shown on the rally so far, the prospects for a broad and 
sustained move "ould become enhanced. At the moment, however, the phenomenon of a sharp 
Improvement in relative strength on the part of the growth issues has done little more than 
becloud the general market prospects. 
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