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By no measure has the stock market, since mid-July, acted well, but there has been, within 
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At Tuesday's close, the Dow found itself down a relatively minor 4.5%, an amount which has 
been topped on no fewer than six occasions since the bull market began in August, 1982. The 
S & P, by contrast, was down 7.3% for the worst percentage decline since the long intermediate
term drop of November, 1983-June, 1984. 

The reason for this disparity can be readily ascertained by looking at the components and 
computation methods of the two averages. The Dow contains two stocks (Union Carbide and Gen
eral Foods), that are up almost 10% from their close on the day the Dow made its high. Since the 
DJIA is effectively price weighted, these stocks rank second and tenth in terms of weight within 
the average itself. 

The top 50 stocks in the capital-weighted S & P account for 40% of the weight of that aVer
age. The best performing stock in that group (DigItal Equipment) was, at mid-week, up only 5% 
from the S & P's peak date. Almost half of the largest 50 components were down 7% or more, with 
11 double-digit percentage declines. 
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This has produced differing technical patterns for the two averages, which are shown above 

in their point-and-figure configurations, the five-point-unit chart of the Dow on the left and the 
one-point chart of the S & P on the right. The Dow pattern shows a protracted trading range 
between 1325 and 1290 which occurred durmg June. It has currently managed to hold above this 
level, while the S & P has broken below its comparaNe range between 191 and 186. 

The latter, however, at recent lows, has moved into a strong support area between 184 and 
177, represented by trading during February and March. The corresponding level for the Dow is 
between 1300 and 1245, and it could well push further into that area. 

As the charts show, conservative downside targets are 1275 for the DJIA and 179 for the 
500. The former would, in the case of the Dow, involve breaking the June low, but we would not 
regard this as serious since it would only bring it into line with most other indices. 

The deeper downside targets, 1220 and 174, respectively, breaking the March lows, appear 
to us as less realistic immediate possibilitIes. We would, rather, expect the February-March sup
port levels to hold for the time being. The danger, of course, would be further protracted back-

.::: ing and filling in both averages at or just below -current levels. Such action could produce rather .. 
dangerous head-and-shoulders configurations. However, such patterns would fake time to develop. 
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