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In this space last week, we examined the record of seven major stock market cycles from June, 1949 to 

in-this:sPl'l:!e thaCa new·such-cyCle- u -" 

began on March 6, 1978. The purpose of this week's letter will be to examine that cycle in greater detail. 
The chart below shows the action of the S & P 500 on the current cycle, with its major high and low points 

drawn to scale. As can be seen, it has consisted so far of four major upward moves, the last of which has 
recovered almost all, but not all, of the previous ground lost. The crucial issue, of course, is whether the 
current rally will carry on to new peaks and thus represent a continuation of the cycle. 
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In terms of length, it seems convincingly arguable that the current cycle has a good deal longer to go. 
The horizontal bars drawn through the middle of the chart show the length, in trading days, of each of the 
previous seven major cycles. It is visually obvious that each one lasted considerably longer than the pres-
ent one. Even were the present cycle to duplicate the short lengths of 1966-70 or 1976-78, it would still 
have well over a year remaining. 

However, cycles are measured from low point to low point, and the key question is whether the high of 
Feburary 13 constituted the peak for the current cycle. The relative times of the previous cycle peaks, 
again drawn to scale on the chart, are shown by the vertical tic marks on the top of the chart. It may be 
noted that both the 1974-78 cycles and the 1966-70 cycles peaked at about the same relative point that the 
present market had reached last February. Duplication of the 1970-74 cycle, with its peak in January, 1973, 
would result in a high to be reached fairly shortly. If, however, the earlier cycles were duplicated, the 
ultimate peak of this one could still be a year and a half away. As the chart shows, the peaks of 1953, 
1957, 1961, and 1966 lie well to the right of the present market on the time scale. 

Most interesting, however, is the level of the various highs in each previous cycle based on percentage 
advance from their individual lows. These levels are shown with the tic marks on the righthand side of the 
chart. It can clearly be seen that all five of the cycles shown attained percentage advances much greater 
than the advance from March,1978 to date. The reason the other two cycles, with peaks in 1953 and 1957, 
are not shown is that they both involved advances in the area of 100%, off the top of the chart. 

In terms of cycle analysis, therefore, it seems to us that the market is currently at a crucial stage. Ex-
tension of the present advance to new highs would suggest that the now-two-year-old market cycle continues 
in its upward phase. If this is the case, the historical record would suppport the likelihood of a protracted 
period of advancing prices with further substantial percentage increase. A reversal, however, would raise 
the likelihood that the peak of last February was comparable to those of 1968 and 1976, and the outlook 
would then have to be rated as considerably less than sanguine, with a retracement of at least the entire 
advancing phase of the cycle a distinct possibility. 
Dow-Jones Industrials (12: 00 PM) 879.86 
S & P Composite (12:00 PM) 115.83 
Cumulative Index (6/26/80) 865.80 
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