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As suggested last_week" the _Dow .Jones __ I!1dustrillL Average penetrated "sooner rather 

than later" the August 23 low of 2483.42. posting a closing low on Thu'rsday of 2427.47---a 
correction to date of 19.08% from the July 17 high earlier this year. Examination of 
broader-based averages such as the Value Line Index (-24.88) and the NASDAQ Composite 
Index (-27.64) over the same time period does little to dissuade the investor of the 
severity of the decline. 

The market. having quickly answered for us the question posed last week. "Will a test 
of the August 23 low turn out to be the ultimate low of the current cycle?". should now be 
asked by us two obvious questions. First. "How far will the decline go?". and secondly. 
"How long will the decline continue?". 

The answer to the first part may be 
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The second _of the above questions is more difficult to answer because of the different 
types of market bottoms that have occurred in the past. The average number of trading 
days for the nine declines is 347. Assuming that there are 21 trading days in a month. 
the average length of the previous corrections would be approximately 16 months. 
Therefore. it is possible to extend in time the length of the present decline from the 
July 1990 high into the fall of 1991. However. it is. of course, not that easy. For 
example, the October 1987 decline lasted less than two months, and the June 1962 decline 
lasted a little more than six months before the low was reached. In both cases, these 
corrections were classical selling climaxes from an oversold condition and were over 
quickly. 

What we should expect, short term. in the market is a rally from its current. oversold 
condition. After- such a rally is completed, a test of the market's eventual low. -which we 
may have experienced this week. should be watched closely. Based on past market declines, 
for this process to be completed, we could expect a lower market some time into next year. 
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