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The Dow-Jones Industrial Average was off 8.51 points to close at 1182.85 on Wednesday, post
ing the lowest closing level in over two months, since August 2, when the DJIA closed at 1166.08. 

Technically, from a short-term point of view, the penetration of the recent 1240-1190 trading 
area, in which the market had been locked for the past 41 trading days, indicates from point and 
figure analysis a possible correction to the 1100 area. However, this does seem to be an excessive 
projection at this time because of the internal rotational leadership of the current equity market, 
previously discussed in th,S letter, coupled with constructive support present under current levels 
of the DJIA. 

To properly put the current position of the stock market in perspective, it becomes helpful 
to again examine, briefly, the performance of the DJIA from August 12, 1982, the start of the 
major bull-market cycle. We know from hindsight that the market advanced from that point from a 
low of 776.92 to a high of 1287.20 on November 29, 1983. This represented an advance of 65.68% 
and was completed in a period of 329 trading days. This across-the-board advance was completed 
without experiencing in the process anything approaching a 10% decline. From that time, two sig
nificant intermediate-term movements have occurred to date. The market corrected 15.59% from its 
November. 1983 high to a low of 1086.57 on July 24 of this year. This was followed from that July 
low by a rally of 14.10% to a high of 1230.73 on August 21. 

To date, this entire cycle is now 543 days old. Since the high in the DJIA was reached in 
November, 1983, the bull market, as it has gotten older, has changed its behavior significantly. 
No longer is the bull market advancing at an average daily rate in excess of one-and-a-half points 
per day as it did in its initial phase. Instead, it has spent the last 200 plus days fluctuating in a 
series of narrow, flat trading ranges which are relatively long in duration with initial wide swings 
~out of these ranges over_sport_ p_eriods oJ . .time_. To_!urt]1er focus on this change, of the 214 ;-;tr"a:;,:d;"-__ I_--I 
ing days from the November. 1983 high to date, only 94 have- been advancirig days on the DtIA 
While the remaining 120 days have been declining days. 

Intermediate Swings Trading. Swings 
(1) ( 2) (2)/(1) 

Date n·J1A Pct.Chg. Date DJIA Pct.Chg. Pct.Chg. 
11/28/83 1287.20 1/09/84 1286.22 
7/24/84 1086.57 -15.59 2/22/84 1134.21 -11. 82 75.82% 
7/24/84 1086.57 7/25/84 1096.65 
8/21/84 1239.73 +14.10 8/14/84 1214.11 +10.68 75.74% 

It is interesting to note from the above exhibit that both intermediate moves previously dis
cussed also confirm this new phase. The intermediate decline and advance completed the majority 
of the ultimate move immediately after dramatically breaking out of a trading area. The initial de
cline took 32 trading days to complete before the DJIA posted two successive plus days. Using the 
same guidelines, the initial August advance was completed in just 14 days. Again ,in both cases, 
the declining and advancing moves of the initial trading swings represented over 75% of the entire 
intermediate swing. 

What this suggests from a short-term pOint of view, is that the DJIA having broken out of a 
trading range on the downside will, if it is to significantly correct itself, do so quickly. If not, it 
will return to the trading range, albeit widening the downside limits of the range, in which it has 
been contained since early August. 

From the longer term point of view, the recent action of the market has not been unexpected. 
As we have continued to note in past letters ad nauseam, the present market cycle is in a mature, 
aging stage. We can continue to project higher levels in the DJIA possibly carrying into the early 
part of next year. However, any general market strength will be reflected in a narrowing select
ive sector of the equity market. 
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Dow-Jones Industrials (12:00 p.m.) 
S & P Composite (12-00 p.m.) 
CumulatIve Index (10/4/84) 

1182.20 
162.78 
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