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The rally which beglln on November 16 was extended further yesterday and thIS mormng. At 

'I:hur.sday~s .... close~of_2_~1.,O.7 .... the .Do~~ had_8dv:anced...12 .4% over--48~trading daYB. _" These ~numbers ..... r.emain- ~~ 
within the framework of the typical post-crash rally. but Ii number of encouragmg things are taking 
place. Among them is the attainment, intra-day at least, of the 2100 short-term objective mentioned 
in this space two weeks ago. extending the year-end rally to 10% above the December low. normally an 
encouraging sign. 

We noted last week. only semi-facetiously. that we would be impressed if the market could shrug 
off higher interest rates. It did this to some degree on Thursday when a rIse In durable goods 
orders brought about the predictable weakness in long bonds. Equities, however. were able to 
advance. spurred by good 1988 earnings reports from B. number of leading companies. This rationality 
is a refreshing contrast to the "bad-is-good" syndrome of 1988. 

Market improvement is often accompanied by shifts in leadership, and there is some sign, 
although stiU preliminary. that this is taking plt:lce. The tables below show the 4-week and 26-week 
changes for a number of 8 & P industrial groups as of this Wednesday. The one on the left shows the 
30 best-performmg out of a total of 95 groups over 26 weeks and is ranked in that order. The 
right-hand table is ranked on 4-week changes and shows the best-performing groups for that 
timeframe. 
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The immediate impression gained by looking at the left-hand table is that it is dominated by 
consumer-goods industries, for example, Tobacco. Food Chains. Foods, 80ft Drinks, Restaurants. etc. 
It IS striking that a number of these groups. which have ranked among the top 30 in performance over 
the past SIX months, have dropped toward the bottom of the list when measured over the most recent 
one-month period. While all the groups shown at left bettered the 10.3%. 26-week gain in the Dow. a 
great many of them were unable to equal the 4.6% gAin which the Dow had posted between December 28 
and Wednesday. 

The right-hand table, on the other hand, shows a number of flnew ll names. Among the most 
interesting, in our view, are Aluminum, Machine Tools. Oil and Gas Drilhng. Coal. Chemicals. and 
8teel. Many of these groups were among the worst performers over the past half-year, but have, in 
the last month, moved into the top third of the li~t. Market leadership on the part of such 
cyc1ical stocks would be an encouraging sign in our view since. as mentioned last week, it is these 
issues which possess the multi-yet:lr bases which could produce important upside moves. 
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