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In the short span of six trading sessions the Dow Jones Industrial Average has corrected itself 

eighty-five points from its recent all-time high of 1821. 73 closing on Tuesday at 1735.51. This correc-
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1984. The market as of this writing sp~nt the remainder of the week trying to recover part of thIS loss. 
With new highs in the market averages commonplace a minor correction of this type does not make 

us reverse our constructive view of the market. However it does afford us the opportunIty to stop and 
reexamine the position of the market in the context of cycle theory. The chart below should not be un
familiar to readers of this letter. This updated version shows the present position of the current maJor 
market cycle which we believe began on August 12, 1982 at 102.42 and, interrupted by the October, 1982-
July, 1984 intermediate-term correction, carried to 238.97 as of March 27, 1986, a 133.32% advance. The 
history and shape of the eight previous cycles are shown by the horizontal hnes at the top of the chart. 
The lines are drawn to the same horizontal timescale as the chart itself, and each cycle is measured from 
low to low. The high for each cycle is shown by a hash mark along with Its date and the total percen-
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The average length of these cycles, measured from low to low has been 45 months. The present 
cycle from August 1982 to date is now over 43 months old. There have been instances of cycles in the 
50-55 month range. which would leave us less than one year for a typical cycle completion. Proponents 
of the four-year cycle are being tested because. since we are measuring a cycle from low to low, there 
is very httle time left for the necessary correction of the advance to take place. True, the percentage 
of the total length of a cycle spent in an advancing stage has been measured as much as 90% of a gLven 
cycle. However, taklng the maximum length of the advancing cycle and the maximum length of the cycle 
itself from our historical experience. the present cycle would have a lifetime that could carry into the 
fall of 1986. 

Clearly the four-year cycle is facing a problem--time is running out. The recent action of the DJIA 
could help solve this problem. After breaking out on the downside from a short-term top the Dow cor
rected to the low 1700 support area. If, as has been repeatedly done in the recent past, the market re
verses itself and goes to a new high then the bull market is back in gear, and the four year cycle pro
blem remains unresolved. However if the market were to begin to back and fill in this 1800-1700 area a 
potential head and shoulders formation could develop, the recently tested 1700 support area representing 
the left shoulder. At this time it would be foolish to place any bearish importance to a pattern that has 
not yet evolved. However because of the recent wide vohtile swings In the averages this could happen 
sooner rather than later. 

Dow-Jones Industrials (12:00 noon) 
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Cumulative Index (4/10/86) 
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