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The Reagan rally may have lasted for only a couple of hours before second thoughts set in, 
out tJ1e-stoek market::this fo'liave' secoii'ifThought"s' regardingThe-' 
second thoughts. By last Friday, almost all of the gain posted on the morning following the elec-
tion had been retraced, but Tuesday, Wednesday, and Thursday of this week saw three sharply 
advancing days which took both the Dow-Jones Industrial Average and the Standard & Poors 500 
to new 1980 highs, and, in the process, took the market out of the trading range concerning 
which we have been prattling in this space since late last summer. 

As short a time as a week ago, in this space, we counseled in favor of waiting before making 
any definite predictions of a sizeable decline. In light of this stance, we can afford to be encour-
aged by this week's action without becoming totally euphoric. There was, as recently as October 
30, a marginal downside breakout in the Dow which, we now know by hindsight, was false. Cer-
tainly the present upside breakout will have to be confirmed by future price firmness. 

Continued strength from this point would have important implications. This letter has regu-
larly discussed the pattern of long, four-year cycles in the stock market, and the timing of the 
present'strength is fairly crucial in the context of cycle theory. The following table shows some 
relevant statistics for the seven completed major stock-market cycles since 1949,plus data on the 
present cycle for so far as it has continued. 

Start Date 

Jun 13, 1949 
Sep 14, 1953 

SiP 
500 

13.55 
22.71 

Date No. of 
of S & P Days % 

High 500 To High Adv. 

Jan 5, 1953 26.66 987 96.7 
Jul 15, 1957 49.13 963 116.3 

End Date 

Sep 14, 1953 
Oct 22, 1957 

S & P 
500 

22.71 
38.98 

Total Days % 
% in Days 

Dec. Cycle Adv'cing 

14.8 1163 85 
20.6 1033 93 

"'Jun26-;--i962 -52.32- "27. -U77 89 
Jun 26, 1962 52.32 Feb 9, 1966 94.06 913 79.7 Oct 7, 1966 73.20 22.1 1080 85 
Oct 7, 1966 73.20 Nov 29, 1968 108.37 516 48.0 May 26, 1970 69.29 36.1 885 58 
May 26, 1970 69.29 Jan 11, 1973 120.24 665 73.5 Oct 3, 1974 62.28 48.2 1101 60 
Oct 3, 1974 62.28 Sep 21, 1976 107.83 497 73.1 Mar 6, 1978 86.90 19.4 863 58 
Mar 6, 1978* 86.90 Nov 13, 1980 136.49' 682 57.1 ? ? ? ? ? ? ? ? 

* To Date 
We have repeatedly noted that the last three cycles listed in the table above have characteris-

tics very different from that of their four predecessors. The percentage advance in the rising 
phase of the 1966, 1970, and 1974 cycles was uniformly smaller, and the declining phase, at least 
for the first two, was considerably greater. Major bear-market declines in the 1950's and 1960's 
were of an approximately-20% magnitude. The declines which ended in 1970 and 1974 were 36% 
and 48% respectively. 

Even more importantly, however, the time spent in the advancing phase of the last three 
cycles was considerably shorter than has been the case since the middle 1960's. The first four 
cycles spent 900-1000 days in their advancing phase. The last three spent only 50(}-600 days in 
their rising portion. Thus, through 1966, as the last column in the table shows, 85% or more of 
each cycle's total life was spent advancing. Subsequently, it has been 60% or less. 

The key fact is that the present cycle, now 682 trading days old, is beginning to take on some 
of the aspects of the earlier four cycles rather than those of the last three. With this week's new 
highs, it has now lasted longer, in terms of trading days, than any of the three previous market 
phases. although admittedly not yet by an amount that could be considered significant. Its 
centage advance has already exceeded that of 1966-68, although it would have a good ways to go 
before it were to equal the sort of increases considered normal a couple of decades ago. This 
change may even have started to take place with the declining phase of the last cycle which, ter-
minating with a rather mild 19% decline, looked, in one respect at least, a great deal more like a 
cycle from the earlier part of the past-war period than the latter. 

The point is that continued strength from these levels, both in terms of time and percentage 
advance, will continue to make the present cycle more and more similar to those of the 1950's and 
1960's and less similar to those of the 70's. Even allowing for the fact that the present advance 
might be in a relatively mature phase, such an interpretation is profoundly encouraging for the 
very long term. 

Dow-Jones Industrials (12: 00 PM) 
S & P Composite (12: 00 PM) 
Cumulative Index (11/13/80) 
AWT :sla 

981. 23 
136.36 

1036.46 
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