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Saint Paul reminds us that our perception of eschatology is "through R glass 1arkly", and so it 
is with our knowledge of the stock msrket-. If the technician can be of assi!ltance -in the process of 
thinking about the market, it is often in setting out a few guidepo~ts to help point the way through 
the rather murky landscape of day-to-day market fluctuations. ' , 

When the market closed two weeks ago today, it was possible to make one statement with a fair 
degree of assurance --- that we were in a bear market, the eighth cycle bear market, as a matter of 
fact, in the post-World-War-U- period. This assertion couId be made by virtue of the fact that the 
DJIA had closed at 824.01, down 19.5% from Its April 27th closing high of 1024.05. Both the extent 
and the length of the decline qualified it for the bear-market appellation. The percentage drop had 
been greater than any Intermediate downswing in the past 30 yearll, especially the recent intermediate
term corrections of Fall 1978, Fall 1979, and Spring 1980, which.were 13.5%, 11.2% and 16.0% respect
ively. Those declines had been fewer than 50 days long, while the present drop had gone on, as of 
a fortnight ago for 106 days. A cycle bear market beginning in 1981, moreover, fit rather neatly into 
the conventional, long-observed, four-year cycle pattern. 

This certainty existed two weeks ago. Since that time, the Dow has rallied 5.57% over a nine
day period through Thursdays close, and two interpretations become possible. The first is that the 
aforementioned cyclical downswing came to an end on September 24th, and we now imd ourselves in 
what history will ultimately identify as a new bull market. The second is that the present rally will 
eventually run its course followed by the achievement of new lows. In other words. if the bear market 
which began last April still exists, then the last two weeks constitute part of a bear-market rally. The 
following table gives some figures on the seven previous bear markets plus the recent one. It can, 
perhaps. aid us in our thinking. 

% Length No. Average Rally Longest RallI 
Bear Market Change in of % Length % Length 

DJIA Days Rallies Change in Days Change in Days 

1/5/53 - 9/14/53 -13.04 176 3 3.88 24 5.27 42 
7/12/57 - 10/22/57 -19.39 71 3 2.56 4 3.40 5 
12/13161 - 6126162 -27.10 134 4 4.05 9 4.87 32 
2/9/66 - 1017/66 -25.21 167 5 4.01 11 5.09 26 
12/3168 - 5/26170 -35.94 367 11 4.35 15 7.59 40 
1/11/73 - 12/6/74 -45.07 481 24 5.73 8 15.86 46 
9/21/76 - 2/28/78 -26.87 362 13 3.64 14 8.72 35 
4/27/81 - ???? -19.53 106 3 3.57 12 5.04 24 

'"to date 

It must be noted first of all that the current downswing is rather short as compared to its 
predecessors. It has gone on for only 106 days, a shorter period than any bear market since 1957. 
There Is, moreover, some argument sbout dating the top of that downswing. The sctual Dow high was 
made in April 1956, and if that top is accepted, the market drop lasted s fun 389 days. History would 
seem to suggest that the current beast is somewhat short of msturity. 

The remainder of the table explores past rallies within bear markets. The present downswing 
has had three intermediate rallies since April, the longest one being the 24-day, May-June advance of 
just over 5%. The present rally, if it Is a bear-msrket advance, will be the fourth. As we have noted 
in the past, through 1966 the bear-market rally was sort of a mythical beast. For the first four bear 
markets in the table, there were only between three and five such rallies. Since 1966, however, things 
have changed. The last three bear markets have hsd 11, 24, and 13 Identifiable rallies. respectively. 
Rallies of weIl over 5%, lasting more than 40 days have not been uncommon. To expect that the current 
process will complete itself with only three rallies, and relatively short ones at that. would perhaps be 
unrealistic. 

What we are saying, of course, is that the current upswing, impressive as it may seem, is not 
at all Inconsistent with the history of past sdvances within major downswings. It could even progress 
a bit further, and indeed has the technical potential to do so without exceeding these historical para
meters. It is conceivable. of course, that further evidence of market strength might suggest. by hind
sight, that a major bear-market low was achieved on September 24th. We do not think, however, that 
there is evidence for such a suggestion at the present time. 
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