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been' satisfactory: The most likely interpretation of the recent trading pattern, in our view, is 
that it constitutes a consolidation phase---necessary after the rather extraordinary rise of the 
first three months of the year. A fair amount of reaccumulation has already taken place. sufficient 
to suggest a move to new highs, although not by a great deal. The most plausible upside objective 
for the Dow, for example, is around 2425. Obviously, existing base patterns could broaden around 
current levels and, thus, ultimately suggest more worthwhile objectives. 

Patterns for the various averages. however. are somewhat less than uniform. The Transports, for 
instance, have a pattern similar to the Industrials but appear to be well ahead as far as timing is 
concerned. The DJTA achieved a new closing high of 976.04 yesterday, and it is currently close to 
most readable objectives. The Utilities, which may be taken as a proxy for interest-sensitive 
issues, behaved much worse than the Industrials on the recent decline, posting a fall of almost 16%. 
They have since begun what well may be their own reaccumulation phase, but a good deal more 
broadening will be required before any meaningful move can be expected. 

There are, essentially. two viewpoints from which to observe the action of any market. These 
correspond to the axes on conventional charts, the vertical axis of price and the horizontal axis 
representing time. Thus one way to view the action of the Dow is to note that it advanced 26.88% in 
1987 through April 6. Another view notes that this rise required 66 trading days. The most useful 
aspect of timeframe, however. is not duration, but consistency of action over a given period. It is 
meaningful to state, in other words. that, between December 31, 1986 and April 6, 1987, there were 
only nine intervals of a day or longer in which the Dow failed to post a new high, and the longest 
of these intervals was just eight days long. It is this sort of relentless push to new highs that 
characterizes dynamic bull markets. just as much as does a sharp percentage advance. 

Viewed in this framework, one of the most critical facts regarding todays market is that 28 
trading days have now elapsed since the last new high was posted on April 6. For almost six weeks, 
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major high. That uncertainty continues to exist. 

As far as intervals between new highs are concerned, a few generalizations may perhaps be 
useful. The initial phase of a given rise generally consists of a dynamic upthrust, during which 
time the intervals between new highs are short indeed. By contrast, as a bull market becomes more 
mature, one of two phenomena tends to emerge. The first is a long, intermediate-term correction 
which, of course, involves a protracted gap between highs. An example is the period between July. 
1975 and January, 1976, part of the bull market which started on December 6, 1974, at 577.60, and 
rose to 1014.79 on September 21, 1976. The gap between the two peaks occupied 120 trading days. The 
dual highs were at around the 890 level, at which point a good portion of the entire bull-market 
move had already taken place. 

The second phenomenon which often occurs in the mature stages of bull markets is the appearance 
of repetitive periods of modest length separating new highs. Another example can be drawn from the 
1974-1976 bull market referred to above. It posted a high of 1009.21 on March 24, 1976. It was 18 
days until the next high at 1011.02, 55 days until that high was exceeded, and then another 49 days 
before the market reached its ultimate zenith at 1014.79. Similar examples may be drawn from 
previous bull markets. Between November, 1970, and April, 1971, a rise took place which produced no 
interval of longer than l~ days without a new high. At the end of this phase, three-quarters of the 
total bull-market move had already occurred. 

It is a bit more difficult to place the current year in prospective. All of 1986, or at any 
rate, the last nine months of it, essentially consisted of a sideways move with wide intervals' 
between new peaks. Previously. February-March, 1986 saw the Dow move from 1600 to 1821 with the 
longest interval between new highs being seven days. It is possible, therefore. that 
March-December, 1986 constituted a corrective phase for that move. 

It seems probable that. based on historical precedent, that this first emergence of a fairly 
wide interval between highs is not likely to signify that a top took place on April 6.- ..... 1t is 
possible that it does lndicate the start of a slower advancing phase, and may indicate that much of 
the upward move which began at the end of 1986 may be now behind us. If a top of importance is 
being sketched out at the moment, a characteristic pattern would be a whole series of minor new 
highs occurring a significant number of days apart. Such a process would, by nature, require a 
fairly lengthy amount of time. 
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