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T Deceinbér,"1974, 'May, 1970, October, 1966, Tafie} 1962, “October, 1957° “Septembar. ™=
1953, June, 1949. No, we have not become a calendar freak. The investor will, or should,
recognize all of the foregoing dates. They are the dates of the seven major stock market bot-
toms that have occured since World WarlIl. What the reader may also notice, in addition, if
he is not already aware of it, is a rather interesting periodicity. The dates seem, upon examin-
ation, to occur approximately four years apart, ’

The phenomenon has not gone unnoticed by students of the stock market. It has given
rise to a great deal of discussion of something commonly called the four~year cycle or, as
some technicians are wont to call it, the S1-month cycle, since the average bottom-to-bottom
length of the cycles ending on the dates above was, indeed, 51 months. When one studies
the manifestation a bit further, it turns out that 51 months is an even worse misnomer. But
more on this later.

Since December, 1974, is a date now receding into history, a number of analysts have
played the game of trying to add the next date to the above list. Adding four years, of course,
produces December, 1978, and 51 months produces March, 1979, Analysis of the list produces
another interesting facet in addition to its cyclic nature. That is the fact that all of the bottoms
have occured in the spring, May-June, or the fall, September~December. The above two lines
of reasoning have been combined by a number of analysts to produce a forecast of continued
market decline with a bottom either in the fall of 1978 or the spring of 1979. We have only one
..Quibble with this.theory.. What's wrong with.spring,.1978.7 _  cn- e -

One thing obviously wrong is the total absence to date of technical signs of a major bottom,-
the lack of which this letter has been pointing out consistently since last November, The ob-
lection is real, but we will not deal with it here. Let us instead examine whether an imminent
or past low is consistent with the pattern of the so-called four-year cycle.

Apparently, many students have studied the phenomenon in its post-war manifestation only
and, thereby, have come up with the S51-month average length. If we back up to the beginning
of the century, however, we find 13 additional cycles. The average length of these ¢ycles was
38.4 months, and only one was longer than 47 months. The average length of the 19 past cycles
over the entire century has been only 42 months. For the record, December, 1974, was 40
months ago and October, 1974, when the § & P 500 made its bottom, was 42 months ago.

Moreover, we have been talking so far only about bottoms, since it is from trough to
trough that c¢ycles are measured, At the moment both the prior bottom and top are known for
the current cycle. They were October-December, 1974 and September-December, 1976, A
study of 19 past cycles suggests that they tend to spend a fairly significant portion of their
total length in an expansion phase, generally at least 60%.(The early post-war period averaged
80%.) If we measure the rising phase of the last cycle from October, 1974 to December 1976,
the longest possible measurement, it consumed 26 months . If those 26 months are to constitute
60% of the total cycle it would call for a total length of just over 43 months., This would be
extremely close to the 42-month average experience of the 20th century and would call for a
bottom-insMay of this-year. -Alternate methodstof figurationwould call fof a bottofm which=
could already have occured. Spring may be a little late this year, but there is some question
as to whether the cyclic pattern really calls for it to be postponed for 6-12 months.
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Dow-Jones Industrials (12:00 p.m.) 786.73 ANTHONY W, TABELL
S & P Composite (12:00 p.m.) 92,08 DELAFIELD, HARVEY, TABELL
Cumulative Index (4/6/78) 696,64
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