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Thursday's close and still lower early Friday does not, in and of itself, appear to be too 

-

disturbing. Through September 3, it is only the third largest correction of 1987, having been 
surpassed by short-term declines in both April and May. Moreover, most downside objectives for 
the averages have now been reached. 

What is interesting is the timing, the downswing having begun on August 25. This fits in 
with a pattern we have noted in the past, the downward bias for the month of September. 

The following table summarizes the 1088 monthly changes that have taken place in the Dow
Jones Industrial Average since It was first calculated in 1897. It shows, from left to right, 
the mean percentage change for each month over the past 91 years, the standard deviation (a 
measure of the dispersion of individual values around that mean), and the number of months in 
which the Dow was up or down. As the final total shows, the mean of all percentage changes was 
a bit over one half of one percent, and, over the 91 years, the Dow has posted 620 up months 
and 468 down months. 
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The final two columns represent bits of arcana of interest only to statisticians. The two 
statistics, z-score and Chi-Square, are standard tests of statistical significance. Both 
attempt to measure the probability of attaining by chance a subset of given characteristics 
from a larger set of values whose properties are known, in this case the 1088 known values of 
monthly percent changes in the Dow. The z-test relates to mean and the Chi-Square to fixed 
attributes, in this case, direction --- up or down. In the case of September, we have a record 
of 90 months with a mean change of -1.3%. In 37 Septembers, the Dow was up for the month, and 
in 53 it was down. The z-test tells us that the chances of choosing a sample of 90 with a mean 
of -1.3% by pure chance from the 1088 months are considerably less than 1 in 200, and the Chi
Square figure shows the same thing with respect to choosing a sample with 37 up- and 53 down
months. The table quite clearly shows that, in terms of mean, September shows the highest 
degree of statistical significance of any month under study, surpassing even the 
well-documented tendency toward a December rally. 

A couple of sidelights are, perhaps, worthy of note. Part of the downward bias in 
September stems from its including two of the' worst declines of the 1929-1932 period, 
September, 1931, the second worst (after October, 1929) month in stock-market history, and 
September, 1930. However, interestingly enough, the tendency towards a weak September has be
come especially pronounced since the start of the current secular bull market in 1974. The Dow 
today is almost five times its level at the low of that year. Yet, since 1974, eleven out of 
thirteen Septembers have been downward months. Thus the weakness of early September, 1987 
conforms to the historical pattern. 
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