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It had to happen sooner or later, and finally, in this week's trading, the Dow-Jones 

Industrial Average moved out of the constricted trading range which had retained the index in its 
---grasp-sincB·early·this~year:-In'theJsharpest'advance~in'over--a>year-;,,-the~Bow,~-after-a~hesitant""'---I

start on Wednesday morning, moved ahead more than 20 pOints to close at 1014.79, the highest 
level that has obtained in 44 months. Volume expanded on the rise to over 30 million shares 
and increased to almost 33 million shares In Thursday's trading. 

Pessimists and nitpickers can, and undoubtedly will, find a number of things to 
fault as far as the rally is concerned. On a short-term basis, for example, breadth action was 
definitely below par, in direct contrast to the manner in which breadth had outperformed the Dow 
in the latter phase of the trading range. Wednesday's market, it is true, showed 1132 advancing 
stocks, but this number, on an historical basis, is not all that impressive for a day on which the 
market moved up as much as it did. It is also easy to criticize the lack of follow-through. The 
Wednesday rally extended itself on Thursday morning to reach up over the 1020 level in the after
noon but then succumbed to profit taking and closed almost unchanged on the day with advances 
and declines about even. Intermittant attempts to extend the rally on Thursday fizzled with the 
average closing moderately lower on the day, and the weakness was extended with a broad drop 
on Friday morning. 

For all this, we are inclined to trust.the week's upside breakout as being a valid 
one. We have been noting, in past issues of this letter, a number of factors that seemed to 
favor an eventual upside penetration of the trading range and a further extension of the bull mar
ket. Among these -h8"Vebeen the-fact fhat narrow trading ranges in Hie past~nave tended more 
often than not to be consolidations rather than reversal phenomena and the fact that the second 
half of election years had, in the past, generally tended to produce upward markets. We had 
also noted the improvement in breadth action since last July. In a sense, the Dow's final move 
Into hew high territory had been forecast by the broader-based indices,such as the S & P and 
NYSE indices, all of which had forged their way into new high territory some time ago. 

The final clinching factor in favor of higher prices, in our opinion, however, is the 
almost total absence of truly poor patterns in individual stocks. Of individual NYSE issues, there 
were only a bare handful of stocks that had, as of last week, formed any noticeable tops, and in 
these cases, the tops invariably were small or downside objectives were close to being reached. 
The vast majority of issues, when viewed on a long-term basis, were either in unimpaired up
trends or in some stage of a base formation process. 

There exists some difficulty in trying to pinpoint the extent of any upside move 
from these levels. A standard forecast seems to be develo~ing calling for a relatively minor 
move to, perhaps, the 1050 - 1100 range. A conventional reading of the recent trading range 
as a base formation supports this thesis, yielding a price target in the vicinity of 1130. We 
confess that we find this issue academic at the moment. 
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The point to keep in mind, we think, is the fact that the market's recent action 
plus the action of individual stocks clearly suggests a favorable climate for equity investment 
over the near term. It is a fact of stock market life that deterioration can set in at any time, 
and the job of the technician is to call attention to that deterioration when it occurs. At the 
moment, precious little deterioration has occurred, and that which has taken place is relatively 
minor In scope. The burden of proof, in other words, falls on the bears. Pending the develop
ment of further market weakness, we think that investors should operate on the assumption of 
probable higher prices. 
Dow-Jones Industrials (12:00 p.m.) 1009.64 
S & P Composite (12:00 p.m.) 106.81 
Cumulative Index (9/23/76) 622.02 
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