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Our readers are, by this time, certainly aware of the importance we attach to the fact ,that in 

the process of attaining new, all-time highs in recent months, the Dow-Jones Industrial Average has 
decisively broken out of a trading range that goes back 17 years to 1966. We can think of no bet-
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pomt-umt, pomt-and-flgure chart of the Dow-Jones Industrial Average covering the period 1966 to 
date. . It demonstrates graphically that the 17 years of trading prior to early this year constituted, 
essentlally,a lateral trading area which has been significantly penetrated with the recent move to 
above 1200. 

For those unacquainted with the mechanics of point-and-figure charts, their uniqueness lies 
1_--11-_..111 ..theJact~ey...arEl-Il~ime.::.\l~as~ . .,..JJle~hart above is constructed by plotting each 20-point f1uc~ 

tuation in the DHIA, regardless of the time intervals between~ each-such fluctuation. The lateral 
width of the chart is determined solely by the necessity to move sideways one unit on the graph 
each time a 20-point reversal of the previous trend takes place. 

The analytical usefulness of point-and-figure charts (We maintain them for every NYSE and 
ASE stock and a large number of OTC issues.) stems from the fact that there tends to be a rela
tionship between the lateral extent of a given trading range and a subsequent upside or downside 
move. In other words, if a given trading range consumes a certain number of units horizontally 
and is then penetrated on the upside, the subsequent upward thrust will often tend to be around 
the same number of units. The practical difficulty in interpretation consists of deciding where, 
within a given range, to apply this "counttl for short, intermediate, and long-term moves. 

If one were painstakingly to count the entire range on the chart above he would find that, 
through mid-1982, it extends horizontally for 168 units. Since each unit on this particular chart is 
20 points, the indication is a 3360-point move from, roughly, the 800 level, yielding an upside ob
jective of 4160. Astronomical as this figure may sound, we have no trouble conceptually. When we 
start talking about numbers of this magnitude, we are, quite simply, expressing faith in the con
tinued growth of the American economy over the very long term. We continue to hold this faith 
and, consequently, are ready to accept the validity of the objective, given a long-enough timeframe. 
The figure IS of little practical use, however, since it is obviously not going to be attained on this 
cycle. for nearer-term objectives, one must turn to narrower portions of the trading range. The 
first such portion existed between 1981-1982 at 780-880. It is 10 units wide and, measured across 
840, yields an upside objective of 1040. The market paused at that point in November-December of 
last year, but has now comfortably exeeded it. It therefore becomes necessary to go back to the 
trading range of 1976-1980 between 740 and 900. The upside objective of that range is~ 1340._Tak- -
mg- the range between 1973 and 1976, one which, technically inclined readers will be aware. demon
strates the familiar "head and shoulders" pattern, yields a target of 1700. 

Our original thinking last Fall was that the former objective would prove a valid one for the 
current cycle, with the latter to be reached on a subsequent cycle starting perhaps in the latter 
part of the 1980's. This may yet prove to be the case, but the prOblem is that, just eight months 
into the bull market, we are already fairly close to the initial target. It becomes possible, then. 
that the 1700 figure will prove a valid upside objective for the current upswing, to be reached, 
cycle theory would suggest, sometime in 1984-5. 
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