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-_Readers, of financiaL theiLchoice. of. v.arioull, materigl.V'!:ith whtch. to _ 

bore themselves. In the case of the bulk of stock market -{he'-investor has hacCoi 
the opportunity to become bored with abstruse observations about such phenomena as the money sup-
ply, the discount rate, the,Mid-East situation, foreign exchange markets and other such items that 
supposedly have some relevance for what the stock market might do. This being a technical market 
letter, we generally choose to lull our readers to sleep in another fashion, the recitation of boring 
series of numbers. It is our belief, of course, that these numbers have at least as much relevance 
to the equity markets as some of the factors discussed above. Herewith, in any case, some 
statistics. 

Last month, on September 7th, the Dow closed at 907.74. This was 22.3% above its prior major 
low which occurred on the last day of February this year. This places the current stock market in 
the company of six prior stock-market periods in the past 30 years, these periods being defined by 
the occurance of an advance of greater than '20% with no intervening drop of any significance. These 
occurances, it will be recalled, are known in the vernacular as bull markets. 

More recently, the Dow has moved off from its September 7th high having closed at 875.16 on 
September 20th, a drop of 5.57%. This is the second drop of greater than 5% since the advance be-
gan, the previous one having been a 7.01% decline between Tune 6th and Tuly 5th. We thus have, 
at the moment, a 20+% advance which has been interrupted to date by two declines by 5% or greater. 

It, therefore, becomes relevant to ask how many declines of 5% or more occurred in the six 
previous upswings before the advances finally ran their course and gave way to major drops. The 
table below cites the statistics: 

Jan. 1946-Jan. 1953 
Sept.1953-Ju1y 1957 
Oct. 1957-Dec. 1961 

DOWNSWINGS 5% OR 'MORE 
6 Oct. 1966-Dec.' 1968 
8 May 1970-Jan. 1973 
5 Dec. 1974-Dec. 1976 

4 
5 
7 

As can be seen, no previous advance has reached a bull-market high without being interrupted 
by at least four drops of 5% or greater, and there have, as in 1953-1957, been as many as eight. On 
an historical basis, therefore, the present interruption in the upswing would appear to be a perfectly 
normal phenomenon and could, indeed, continue further and deeper without eliciting any great concern. 

Looked at in another way, it is now 18 trading days since the Dow last posted a new high for the 
advance. How many times in the past have advances been interrupted by periods of similar magnitude, 
say 15 trading days or longer, during which time they failed to make new highs? Presented below 
is a table of the count: 

PERIODS Of LONGER THAN 15 DAYS WITHOUT BULL MARKE} HIGH 

Jan. 1946-Jan. 1953 
Sept.1953-Ju1y 1957 
Oct. 1957-Dec. 1961 

11 Oct. , 966-Dec. , 968 ' 
6 May 1970-Jan. 1973 

14 Dec. 1974-Dec. 1976 

7 
8 
7 

In contrast to the above, it can be noted that the present interruption is only the third since 
the advances began in February. It is furthermore relatively short compared with the interruptions 
of past bull markets, the bulk of which have tended to be from 20-40 days long. Indeed, it is worth 
noting that, in all of the upswings defined above, there has been at least one interruption which 

.-- _lasted close _ ,- -,---,---,- -"_ • ---,. - .... 
The above statistics may have indeed been boring, and we apologize therefore. Some comfort 

may be found, however, in that they do not seem to suggest any reason to worry about the stock 
market based on September's action. 

Dow-Tones Industrials (12:00 p.m.) 
S&P Composite (12:00 p.m.) 
Cumulative Index (10/5/78) 

879.50 
103.59 
795.57 
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